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Mr. Tuomas. The committee will please come to order. We have 
with us this morning the General Services Administration and their 
staff. 

It is certainly nice to see our able and distinguished friend, Mr. 
Franklin Floete, the Administrator. We see a lot of Administrators 
in here, Mr. Floete, but I am sure I speak the sentiments of the com- 
mittee: We don’t see any that do a finer job than you and your staff. 
We are awfully proud of you. You have just about enough common 
horsesense for at least six heads. 

We have Mr. Powers, Deputy Administrator; Mr. Turpin, Comp- 
troller. Mr. Turpin has been promoted. Congratulations. We 
know you will doa fine job. We have with us Mr. Macomber, General 
Counsel, Mr. Greenberg, Assistant Comptroller, and Mr. Cameron, 
Director, Budget Estimates. 

We have with us Mr. Wallace, Commissioner, Public Buildings. 
That is another promotion. Congratulations. 

We have our old, very able and distinguished friend here, Mr. 
Clarence D. Bean, Commissioner, Federal Supply, one of the able 
merchants of America. 

Here is our old and genial and distinguished friend, Dr. Wayne C. 
Grover, Archivist of the United States, also teacher of letter writing 
to the various agencies of Government. 

Mr. Botanp. And Members of Congress. 

Mr. THomas. And Members of Congress. Mr. Scott, Commis- 
sioner, Transportation and Public Utilities. 


(1) 
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We have Mr. Holtz, Commissioner, Defense Materials. 


We also have Mr. Angel, Director of Administration. 
Off the record. 
(Discussion off the record.) 


Mr. Tuomas. Mr. Floete, do you have a statement for us? 
INTRODUCTION OF NEW AND PROMOTED OFFICIALS 


Mr. Fuioete. Mr. Chairman, before I go ahead with that, 
like to introduce some of these men. Some of them you haven’t met. 
Edward Mills, who was my Deputy, got sick last summer and had to 
retire. Last week Harold Powers, who is from California, 
pointed Deputy. He has had a varied experience, including a butcher 
He has been 


shop, he tells me, and raising a lot of Hereford cattle. 


connected with the State administration in California 
capacities, the last one being 5 years as Lieutenant Governor. 
Mr. Tuomas. Welcome aboard. It is nice to have 


Powers. 
Mr. Powers. Thank you. 


Mr. Fuorte. He has a combination of administrative and business 
experience with apogee that I think is probably good. I have always 


felt that I lacked the latter. 


Then Mr. Medle “vre signe d this fall to ZO into priv: ate business. 
Turpin took his place. Turpin has been in the Comptroller’s Office 
for a long time. We put him over in PBS last summer as head of 
Building Management. He acquired a lot of knowledge there which 


I think serves him well where he now is. 


Herb Angel took the place of Rov ( ‘rawley who quit to <o into pri- 
vate business. He is our new Director of Administration. 


Howard Greenberg became our Assistant Comptroller 
after Bill Turpin moved over to PBS last spring. 


Mr. THOMAS. It is nice to see you all and have you aboard, 
Mr. Fioete. We have as the new Commissioner of Public Buildings 


Karl Wallace, who was the head of region 3. He is 
suppose that means a good deal around here. 
Mr. Yates. To certain members of the committe: 


GENERAL STATEMENT 


Mr. Fiorre. Mr. Chairman, I have a prepared statement In 
with your permission I would just like to hit the highlights and then 


file the statement for the record. 
Mr. Tuomas. That is a good idea. 
(The statement referred to is as follows: 


ADMINISTRATOR'S GENERAL STATEMENT 


Mr. Chairman and members of the committee, before taking up the programs 
roposed for 1961 and the appropriations required to carry them out, 


ike to advise the committee of certain activities of GSA. 


PUBLIC BUILDINGS SERVICE PROGRAMS 


Construction of public buildings 


By January 1, 1960, construction contracts were awarded on 76 of the 
ings for which construction funds or purchase contract authoriti 
available in prior acts. As of the same date, 28 of the 76 buildings under contract 
were completed. 
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During the balance of fiscal year 1960 we expect to award contracts on 10 of 
the 11 remaining projects, leaving 1 funded project, St. Paul, Minn., for award 
early in fiscal year 1961. Construction completions are sche dule -d for 15 buildings 
during the b: lance of fiscal year 1960 and on 32 buildings during fiscal year 1961. 
Thus, by the end of 1961 we will have made construc tion awards for all 87 funded 
projects and will have completed construction on 75 buildings, or 86 percent 
of the total. 

We are also ready to start implementing the Public Buildings Act of 1959 
immediately following approval of projects by the Public Works Committees of 
the House and Senate. A total of 68 prospectuses for projects ultimately costing 
$845.3 million have already been transmitted to the committees. Sites were 
acquired, where necessary, and design contracted for on 16 of these buildings. 
Available site and expense funds are sufficient to acquire sites and start design 
of an additional 25 buildings. 

The program for 1961 provides for construction starts on 18 specified buildings 
costing $161.4 million, $6.3 million for projects yet to be selected and $17.3 million 
for continuing the program of site acquisition and design of new projects. The 
total request is $185 million. 

Under the authority granted us last year to use savings on construction projects 
for the acquisition of existing buildings, including buildings under purchase 
contract, we have made the following commitments: 





Building 
Privately owned: Purchase price 
De ke OI. COB TNE. LN arsenic erin gree eis aw ce rene $950, 000 
2. Menlo Park, Calif. (geological survey) ....._._...-------- 1, 558, 426 
3. San Francisco, Calif. (warehouse)__._...__..._________-. 3, 000, 000 
4. Atlanta, Ga. (Peachtree-Baker)_..................-.---- 5, 075, 000 
5. Boston, Mass. (Ipswie NN Briones eee oe AY ne 2 more) a ietve te 612, 100 
6. Greensboro, N.C. (South Ash. IN re og he os ee 1, 325, 000 
7. Portland, Oreg. a rn an cin tuomen ss Sed 5, 584, 000 
alien Na arn ne ks midi gg Mh accel ene 462, 500 
9. Parkersburg, W. Va. (6th and 7th Sts.) __- _...-. 1,090, 000 
i, WE RMMECON. 22.07, LOPE: Fi) nc cucenmacecccwemwe naw = 475, 000 

Subtotal _ __-_- 


Ee ete sane wae Cane eA ce uuk aan 20, 132, 026 


Lease purchase: 


ic, MIRROR IU II oo a oe wri ee scenes ws ae aa iw en we 2 fae eee ee 1, 553, 047 
i a ele i 288, 500 
a SN RN Nin aes an the wanawau wanes wae nue wae 1, 471, 600 
i, IO PORE, DEIN. ean mame an aGd cen awn we 398, 800 
EEE Eee a a eee eS ae 600 
Ws INRA RS MON ts cis inp ustnn ss ci ns snc tl eos igh Scant 427, 800 
ia nT a es wie seni oe ed rade 307, 800 
8. 


Terrell, Tex. 


ict ecu paren setulae waht 322, 400 


9. Mount. Hope, W. Va ies wig atlr a aaeenea asa one ee a area 609, 300 
RN oh ah a os Ts 3 ee 5 657, 847 
MN NN ial 5 ad avck hued ik ees are ewer des a a 25, 789, 873 


On the nine lease-purchase projects being purchased, the tax and interest 
savings will be $3.7 million. On the other 10 buildings being purchased for 
$20.1 million, the net rental savings annually will be $2,100,000. The average 
period of amortization will be 10 years. The average cost of buildings acquired is 
$12.92 per net square foot, substantially less than new construction cost. 


Repair and improvement program 


The program for modernization of existing buildings for which replacement is 
not contemplated made considerable progress during the past year. Contracts 
in excess of $10,000 were let on 470 projects, of which 134 involved air condition- 
ing. The improvement program for 1960 and 1961 contemplates work on about 
350 projects per year, while normal maintenance repairs to buildings will continue 
at the 1959 rate. 

Space for tenant agencies 


The provision of adequate space to meet the expanding needs of our tenant 
agencies is one of our most difficult problems. Every effort is being made to im- 
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prove space utilization, house agencies in Government-owned space, and limit 
the rental of additional space to an absolute minimum. 

During the past year, GSA managed an average of 114.5 million square feet of 
space. Further increase of 6.2 million to meet expanding needs of customer 
agencies is contemplated in fiscal year 1961. Of the latter, 3 million square feet 
will be Government-owned space, mainly in newly constructed buildings; 2 mil- 
lion square feet will be leased; and 1.2 million square feet will be purchase contract 
space. 

Our total space is approximately two-thirds Government-owned and one-third 
leased. This ratio is expected to continue during 1960 and 1961. We look for. 
ward to improving the ratio of Government-owned space and reduce the amount 
and expense of leased space as the new construction program develops. 

Real property disposal program 

The acquisition cost of excess real property to be handled by GSA increased from 
$449 million in 1958 to $671 million in 1959. Further excesses, primarily from 
Department of Defense, are expected to raise this figure to $761 million in figca] 
year 1960. A reduction to $706 million is forecast for fiscal year 1961. 

Disposal of surplus real property through sales is expected to increase substan- 
tially in 1960 and 1961: 





Acquisition Sales price 
cost 


Millions Millions 
RN I oD en ciara naan ine enwaenneein ‘ih inbddemigdieh diced $81 $30. 6 
I Ae Aaa onde ate teebbaobebadeeie adacd 500 50.0 
a in sinin secigec Sieitiponmas bon smaiinaicimacsidipedtnuleinmy pomeien 520 55.0 








The high recovery in 1959 is due largely to sale of a considerable number of 
valuable small parcels. Sales in 1960-61 will consist of large industrial facilities 
on which returns are expected to average about 10 percent of acquisition cost, 

During fiscal year 1959, a total of $38.9 million was deposited into the Treasury 
as a result of real property disposals in fiscal year 1959 and prior years. 

Among our personal property programs 

Use of GSA facilities by other agencies in the procurement of supplies and con- 
tract services continues to expand each fiscal year. In 1959, the total of such 
procurements from GSA supply schedules and the GSA nationwide supply system 
totaled $834 million. For the current year, $888 million is anticipated and for 
1961 we are planning on $932 million. This is an increase of 11.8 percent in 
procurements over 1959. A new program of DOD should increase our supply 
operations considerably. 

Our motor-pool program continues to expand—11 pools were established in 
fiscal year 1959, bringing the total to 44. An additional 14 are planned for 1960 
and 12 more are contemplated for 1961, bringing the total to 70. Reduction in 
the number of vehicles, reduction in the cost per mile for vehicles in the pools, and 
other factors are expected to result in estimated annua! savings of $6 million after 
1961. 

With the help of this committee, we have been able to direct increasing emphasis 
utilization of excess personal property and disposal of surpluses. In 1959 we 
were able to effect utilization transfers of $141 million at acquisition cost, about the 
same as for 1958. By improving our procedures and increasing our work force in 
1960, we expect to increase this by 52 percent in 1960 to $215 million and in 1961 
by another 42 percent to $305 million. This will result in substantial Govern- 
ment-wide economies by avoiding new procurements, reducing storage space and 
maintenance and management costs. The donation program is expected to 
increase from $361 million in fiscal year 1959 to $450 million in 1960 and $550 
million in 1961. 


Among the activities involving the national archives and records 


Records regularly acquired and disposed of in the regional records centers 
continue to show a small net increase each year. However, transfer during 1959 
of over a million cubic feet of records from the Department of Defense was the 
principal cause of an increase in inventory of 38 percent over 1958 to 4.7 million 
cubic feet. Normal increases in inventory are anticipated in 1960 and 1961. We 
are placing strong emphasis on disposal and substantial increase is expected in 
1961. 
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* Improvements have been made in organization of the Federal Register Division 
and in its methods of procedure and publication. The Eisenhower Library at 
Abilene, Kans., the third presidential library, will open in the last half of 1961. 


In the transportation and public utilities program 

Economies in civil agency freight traffic activities in 1959 totaled $16.9 million, 
and it is anticipated that they will be no less in 1960 and 1961. 

Following completion of surveys of traffic-management practices of other agen- 
cies in 1959, emphasis has shifted to decentralizing the staff to the field to aid 
agencies in improving their practices and to provide traffic services right at the 

int of origin of freight traffic. 

In 1961 it is proposed to finance traffic services for the stockpile program and 


foreign aid procurement programs, previously reimbursable, under the direct 
appropriation for TPUS, 


DEFENSE MATERIALS SERVICE PROGRAMS 


Contract cancellations and reductions 


During the past 18 months we continued our efforts to reduce the Government’s 
liability under contracts calling for delivery of materials which would be excess 
to the maximum national stockpile objectives. We were successful in canceling 
or reducing contracts totaling $27.6 million in fiscal year 1959 and $62.8 million 
in fiscal year 1960 to date. This brings our total cancellations to $361.3 million 
since July 1957. In each case the terms of cancellation were mutually acceptable 
to the contractor and the Government and the contractors agreed to accept $17.5 
million of excess materials in lieu of cash payments. 


New procurement 


Since July 1, 1958, new procurement for the national stockpile has been 
sharply curtailed due to the reductions made in stockpile objectives by OCDM, 
using the 3-year war planning concept. Procurement in 1959 was limited to only 
four materials—amesite asbestos, diamond dies, jewel bearings, and mica—and 
totaled $4.3 million. In addition, upgrading of materials to higher quality forms 
involved contracts totaling $4.5 million. Activity in 1960 and 1961 will be along 
the same lines with obligations estimated at $7.4 and $7.2 million, respectively. 

There has been no contracting for new procurement under the DPA program 
and none is contemplated for 1960 and 1961. However, deliveries under con- 
tracts made in prior years amounted to $246.6 million in fiseal year 1959 and are 
estimated at $163.4 million and $120.4 million in fiscal years 1960 and 1961, 
respectively. 

On June 30, 1959, the Government’s maximum exposure under open DPA 
contracts was $922.5 million against which we estimated deliveries of $549.7 
million. 

Our latest projections indicate that deliveries will be $34 million less than pre- 
viously estimated due to contract cancellations and expected improved market 
conditions. In any event, these projections now indicate that we can probably 
meet our commitments through 1961 without requesting additional appropria- 
tions at this time. 








Inventories 


During 1959, $436.5 million of materials was delivered to the Government under 
all stockpiling programs. Our total inventory at December 31, 1959, is $8.4 
billion, of which $4.1 billion, or 48 percent, is excess to maximum stockpile ob- 
jectives. Deliveries during fiscal year 1960 and 1961 are expected to total $572 
million, of which $283.8 million is DPA material contracted for in prior years. 
On December 31, 1959, these stockpiles were stored at 215 locations and consist 
of about 40.1 million tons. This will increase to 42 million tons by June 30, 1960, 
and to 45 million tons in 1961. 

Our physical inventory program proceeded on schedule during 1959, and is ex- 
pected to ke completed in 1960. The program has had several valuable results in 
that it verified book inventory with depot stock records, identified deteriorations 
of original packaging which have been rectified, and improved our warehousing 
and stacking techniques. 

Reduction of inventories 


Our inventory reduction program has two distinct parts. One dealing with the 
sales of perishable materials and the other with materials which are obsolete or 
excess to maximum stockpile objectives. 
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Through 1959, perishable materials were rotated on a regular schedule by sale 
and replacement ip kind and quantity. Under the amendment to our 1960 appro- 
priation, sponsored by this committee, rotation was limited to that quantity of 
material needed to maintain the stoc kpile objectives. Excess materials are being 
sold without replacement. 

Operations during the first 6 months under this amendment resulted in disposal 
commitments without replacement of $20.2 million. The total estimate for 1960 
is $37.5 million, and in 1961 the estimate is $36.9 million. 

Progress was also made during the past 18 months on disposals of excess and 
obsolete materials. There are 46 of these materials involved in current disposal} 
operations. Sales commitments during the first half of fiscal year 1960 totaled 
$6.5 million for all commodities in this category. In each case, disposals are 
effected with due regard to their impact on the current market and each planned 
disposal action is publicized in advance of actual disposal. 

In summary, our total disposal efforts for 1960 are estimated as follows: 


Sale of perishable materials without replacement ...-. $07, 517,000 
Sale of excess and obsolete materials -_ _ - - aan bi ee aoe al 19, 500, 000 
Sale of perishable materials with replaceme a 8 Sas aa i. 47, 000 


Total, all disposal commitments in 1960_---- ne 68, 494, 000 
Less selling expenses and replacement costs - - - - - - - - shiiesichiicd 15,: 352, 000 


spsaler as weet ie 53, 142, 000 


We expect to continue our disposal efforts to relieve the Government of the cost 
of maintaining excess inventories and to increase the revenues to the Treasury. 
Machine tools 

The inventory of reserve industrial machine tools is increasing due to selections 
by the Secretary of Defense. These selections are mainly large tools averaging 
5to6tonseach. In 1959, the inventory opened at 5,050 tools and closed at 4,403 
tools. It is expected to reach 6,903 tools by the end of 1960 and 9,703 tools at the 
close of 1961. The number of tools will almost double and the total tonnage of 
the inventory will be five times the opening inventory of 1959. 


Estimated net income to Government------ 7 


Abaca program 


The program will be terminated by end of fiscal year 1960 with disposal of 
assets and return of cash to the Treasury, estimated at $6.8 million. 
Status of Nicaro project 

Due to the current situation in Cuba, our efforts to dispose of the plant to 
private industry have come to a virtual standstill. Our current efforts are 
directed toward keeping the plant operating, shipping material to U.S. markets, 
and negotiating with the Cuban Government concerning the application of its 
recent tax decrees to shipments from the plant. 

The plant is operating at an annual rate of approximately 40 million pounds, 
Total production during the first half of fiscal year 1960 was 20 million pounds. 


Personnel 


We have made a determined effort to hold employment and overtime at mini* 
mum levels during the past 18 months. Internal personnel ceiling controls were 
established and procedures for the control and approval of overtime were 
tightened. The amount of overtime paid in the first 6 months of fiscal year 1960 
has been reduced by 52 percent from the same period in fiscal year 1959. Em- 
ployment on board on December 31, 1959, is 617 under the June 30, 1959, level. 


Programs proposed for 1961 


The budget for 1961 includes 13 items for GSA, involving new obligational 
authority totaling some $507 million. Although this is $179 million more than 
the comparable total for 1960, the increase is due mainly to resumption of direct 
appropriation for construction of public buildings which was initiated in 1959 
but for which no appropriation was made in 1960. 

The five basic operating expense items for 1961 exceed those for 1960 by $17.5 
million, or about 10 percent, mainly for expansion of workloads in management 
of space occupied by other agencies. However, about $1 million of this increase 
is to pay the cost of employees’ health benefits beginning with July 1960. Con- 
struction and improvement of public buildings is provided for in four items, 
totaling $253 million, $167 million more than was provided last yes ar. The repair 
and improvement program will continue at about the 1960 level, but $185 million 
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is requested for construction of new buildings by direct appropriation. Funds 
provided by Congress in 1959 were adequate to initiate the construction program 
in 1959 and to accelerate it in 1960, but will be virtually exhausted by the end of 
1960. 

Continued expansion of sales in the nationwide supply distribution system will 
require an increase of some 5 percent in expenses of operations. 

As compared to the $50 million for management of the stockpile program 
authorized by Congress for 1960, $43 million will be required for 1961 of which 
only $39 million will be new money due to savings contemplated during the 
current year. Minor changes in other appropriation items will be explained 
during the course of the hearings. 

Mr. Fioerte. I would like first to discuss some of the various activi- 
ties we participated in during the last year, starting with Public 
Buildings Service and the construction program. 


BUILDING CONSTRUCTION PROGRAM 


As you will recall, we had 108 projects authorized in prior sessions 
of Congress and of those we have completed 28. We have 48 others 
under contract. We will put 10 under contract during the balance of 
this fiscal year, which leaves 1 that will go under contract sometime in 
July or August of this year. That makes 87. Of the remaining 21 
projects, 20 have to be reauthorized under the Public Building Act of 
1959, passed last fall, and we submitted prospectuses for those 20 last 
September to the Public Works Committee. 

The Senate last week took action, deferring action on the projects 
located in Washington. 

In addition to the 20 last month we submitted 48 other projects to 
the Public Works Committee and the Senate committee approved all 
of those 48 as well as some of the 20. The House committee has not 
acted as yet. 

Mr. Tuomas. Where does that leave your legislative authority as 
far as projects are concerned? 

Mr. Forte. At the moment, of course, we do not know whether 
the 20 will be reauthorized, so I would say that we had nothing really 
authorized except the 87, which will all be either completed or under 
contract by July or August of this year. 

Mr. Tuomas. That is your prior authorization, then? 

Mr. Fiorere. That is correct. 

Mr. THomas. As far as new authorization is concerned, there is 
none completely authorized as yet? 

Mr. Frorre. That is right. 


PURCHASE OF BUILDINGS 


Under the authority which this committee granted us last year, we 
have proceeded to purchase certain lease-purchase projects and certain 
new buildings; a total of 10 new buildings scattered all over the country 
at a purchase price of $20,132,026 and 9 lease-purchase projects 
totaling $5,657,847. We think that all of those were good purchases. 
We think they were good for the Government. As an indication of 
that, on the nine lease-purchase projects we will save $3.7 million in 
interest and taxes that we would otherwise have to pay so the net 
cost of the buildings, if you deduct that amount, is very, very small 
indeed. 
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On the 10 buildings purchased for $20 million, the net annual 
rental savings will be $2,100,000, which means they will amortize in 
10 years. 

Another factor that we considered in making these purchases 
was what it actually cost us a square foot. The average cost of the 
10 buildings bought was $11.40 a square foot gross, which includes 
not only the buildings but the land. The average cost of the lease- 
purchase buildings was higher because they were new buildings, but 
they were still good business deals because we just within the last year 
and a half had let them by competitive contract and we only paid the 
exact amount of the principal due, plus the interest. We did not pay 
any penalty for prepaying any of these contracts. So we think all of 
those were good deals for the Government. 

Mr. Tuomas. Will they pay out in the 10-year period, too? 

Mr. Fioere. Yes. One of them was a 25-year contract. That is 
the first one that was entered into, Rock Island, Ill. We bought 
that for $1,553,047. 

Mr. Tuomas. I mean compared to the rents you paid and what you 
would save, would they pay out in 10 years, too? You would have to 
figure in what rent you would normally have to charge against those. 
Anytime you can get a building and pay it out in 9 or 10 years, you 
have made a good buy. 

Mr. Frorre. There are 208,000 square feet in these particular 
buildings. With rentals at about $4 a square foot, that would be 
$800,000 a year. They cost us $5.6 million, so they will pay out in 
about 7 or 8 years. 

Mr. Osrertaa. In other words, they will be paid off in 7 or 8 years 
on a lease-purchase basis? 

Mr. Fioere. On this basis. On the lease- pure ‘hase basis they were 
all 10-year contracts, except Rock Island. That was 25 years. We 
would have been paying interest and taxes on that for a long, long time. 


REPAIR AND IMPROVEMENT PROGRAM 


The repair and improvement program progressed at about the 
normal stride and it is so provided for in the 1961 budget. 


SPACE PROBLEM 


We are still having trouble with the space problem. It is one which 
is always with us. We have constant demands from other agencies 
for more space. 

Mr. Tuomas. Mr. Floete, I am trying to strengthen your position 
It does not need much strengthening, for that $25 million on the 
purchase of those buildings—$5 million plus on the lease-purchase 
and your outright purchase of $20 million. Where did the money 
come from? 


BUILDING PURCHASES FINANCED FROM SAVINGS 


Mr. Fioere. It came from the savings on the contracts that we have 
let during the past year and a half. 

Mr. Tuomas. Don’t put your candle under a bushel and hide it. 
You saved $25 million. You should get credit for it. That is not 
exactly to be sneezed at. 
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Mr. Fiorre. No. I have the data on it here. 

Mr. Yates. Where did you save $25 million, Mr. Floete? 

Mr. Fiorrr. We estimated the cost of these projects, some of them 
several years ago, and we set up a certain amount for construction. 
You appropriated those amounts. 

Mr. Yates. Were these under lease-purchase contracts? 

Mr. Fioere. | am talking of those where construction was financed 
by direct appropriations. 

“Mr. Tuomas. Go back to your main figure. You had about $850 
million set up for construction for X number of buildings. When 
you got through letting the contracts, instead of having an overrun 
you saved in the neighborhood of $30 million? 

' Mr. FLoere. $29,670,000. 

Mr. THomas. So instead of having an overrun like we see most 
agencies coming in here with, you saved almost $30 million. 

Mr. Fiorre. That is correct. 

Mr. Tuomas. With that $30 million you have turned around and 
reinvested it and bought these buildings, with the 20 plus the 5 or 6 
under lease-purchase. 

Mr. FLorere. That is correct. 

Mr. OsrerraG. Those were contracts on outright purchase and 
construction rather than lease-purchase? 

Mr. Turrin. That is correct. That was part of the funds appro- 
priated vear before last in the $152 million for construction of buildings. 

Mr. Yates. | was under the impression that the lease-purchase 
contracts came in here. 

Mr. Tuomas. They do. 

Mr. Fiorerr. They are in here, too, for savings. 

Mr. Yates. Did you buy those contracts up and thereby save on 
the total? 

Mr. Firorre. No. We saved it on, those constructed out of appro- 
priations. For instance, if we figured a building was worth $200,000 
and you appropriated $200,000 and we let the contract and got it at 
$180,000, we set aside that $20,000. Under the terms of last year’s 
bill we were permitted to use it for the acquisition of new buildings 
including the purchase of lease-purchase contracts specifically. 

Mr. Yares. How many lease-purchase contracts did you buy up? 

Mr. Fioere. Nine. 

Mr. Yates. Are they listed in your statement? 

Mr. Forte. Yes; the top of page 3. 

Mr. Jonas. May I ask a question? 

Mr. Tuomas. Surely. 

Mr. Jonas. About the 10 listed on page 2, they were not lease- 
purchase contracts? 

Mr. Fioerer. No, sir. They were privately owned. 

Mr. Jonas. They were buildings that had been privately built and 
leased to the Government and you just went into the market and 
bought them? 

Mr. Fiorre. That is right. 

Mr. Jonas. You didn’t have an option on them? 

Mr. FLorere. No. We had no option on any of them. We had to 
negotiate every one of them from scratch. 

Mr. Jonas. How were you able to talk these people into selling 
these lease-purchase contracts at such a favorable figure? 
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Mr. Fuioere. I called most of them myself on the phone. They 
are all from out of town. We couldn’t compel them to do it. We 
just asked them if they were interested. Most of them felt that with 
the raise in interest rates they could reinvest at an advantage and 
get out of really a long-term commitment that they otherwise had. 

Mr. Jonas. If it was such a favorable contract, it would seem to 
me they would want to keep it. 

Mr. Fiorre. We had insurance companies that refused to do it. 
This is all we could get out of 28, you see. The others just refused 
to have anything to do with it, but these men for some reason or 
another figured the *y would. 

Mr. Ostertac. Was any site money used on this? 

Mr. F.ioete. No; this is actual savings on contracts let 

We are still having trouble on space requirements. We get these 
demands from all of the agencies. We try to screen them but again 
our requirement for this year is higher. 

Mr. Tuomas. The more public buildings we build, the next year 
you come in and want more money. It looks like the way to cut it 
down is not to build any buildings. 


INADEQUATE AUTHORITY TO CONTROL SPACE UTILIZATION 


Mr. Fioere. I noticed in the budget statement the other day in 
the last 9 years Federal employment has gone up nearly a hundred 
thousand people. That is an average of about 10,000 a year. That 
accounts for some of our increased requirements, but the facts are 
that we do not have a very strong authority 

Mr. Tuomas. There is the weakness of it. 

Mr. Fiorete. To tell them what todo. We have to use persuasion. 
A lot of times that does not work. 

Mr. Tuomas. Address yourself to that point. You need some 
more law. Spell that out to us. That is the great weakness in your 
act. You are purely a service agency and when the chips are down 
it is mandatory that you serve, but you cannot have much voice in 
the service. The only way it appears to me we are ever going to 
cut down this rental bill is to have GSA, which now has jurisdiction 
to a limited extent, to have more authority whereby you can say, 
“Yes,” or “No” to an agency. Of course, that is quite a bit of 
authority; but, after all, your actions have always been reasonable. 
What would be wrong in giving to the GSA some authority? You 
can go in a lot of these buil lings occupied by X agency or Y agency 
and the space is not being properly utilized. One agency that I 
recall not so many years ago had a whole floor and a half in one of the 
buildings absolutely vacant. Somebody ought to have some over- 
all authority to utilize this Government space. It begs the question 
for this agency to say, ‘‘We don’t pay the rent bill. ‘The rent comes 
out of General Services Administration funds.’’ Or a common excuse 
is, ‘‘We are in Government-owned space and it is not costing any- 
thing,’ but of course that is a mistaken idea, too. Even X agency is 
in a Government-owned space. When it doesn’t utilize its space 
properly, you have to go out and pay sometimes $3.50 or maybe 
$4.50 a square foot per year for some other agency. It all comes 
back. When any agency does not utilize its space properly, the 
taxpayers are paying for that mistake, is that correct? 
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Mr. Fioetex. Yes; that is correct. Another factor that bothers 
me, and I have been to New York and Chicago this fall looking 
into the situation with reference to the military de partments. They 
are giving up a lot of space as they are changing their storage methods 
and the various other policies, but we do not have the authority to 
start using some of that spac ‘ The Federal Properties Act says that 
the Administrator of GSA shall have the authority to assign and 
reassign space, but then in another clause of that act it says “‘subject 
to the direction of the President.’’ 

Mr. THomas. That is your new 1959 act you are talking about? 

Mr. Fioetre. No. I am talking about the old Federal Property 
Act of 1949, as amended. 

Mr. Tuomas. The new act didn’t touch on that, did it? 

Mr. FLorre. No. There is no different authority than we had 
when GSA was created. It has always been this situation. It has 
always been tough. 

Mr. Tuomas. The Legislative Committee was more concerned with 
construction of new buildings and the incidental items connected 
with construction rather than the overall authority of the GSA in 
allocating and actually controlling space and thereby reducing the 
Government’s bill on rent every year. The rent is going up regard- 
less of the number of newly constructed Federal buildings that are 
going up, too. 

Mr. Ostertac. I would like to make this clear, Mr. Floete. GSA 
does have authority to take away and reassign space or property; is 
that correct? 

Mr. Fioere. That is just what the law says. We have authority 
to assign and reassign but another clause says, and I don’t know the 
exact phraseology of it, ‘subject to a directive to be issued by the 
President.” 

Mr. Ostrertaa. It would have to be a new directive each time that 
the property is involved? 

Mr. Fiorere. No; that could be overall. 

We have been aware of this and we have had discussions of it with 
the Bureau of the Budget. We are making some progress on the 
matter. They have asked for some specific examples of where we 
were unable to get an agency to either accept space or to move out 
of space into other space, We are getting those together now. I am 
in hopes that out of it will come something because everybody recog- 
nizes it is wrong the way it is. 

Mr. Tuomas. As the matter stands, as far as legislative enactment 
is concerned, the law gives whatever authority exists to the executive 
branch of the Government to really allocate this space on_a square- 
footage basis. I say the executive branch, meaning the President. 
The Office of the Administrator, of the General Services Administra- 
tion, does not have any such authority. 

Mr. Fioere. I don’t think that is quite right, Mr. Thomas. 

Mr. Tuomas. All right. Spell it out. 

Mr. Fiorerer. I will ask Mr. Macomber, our General Counsel, to 
speak to that. 

Mr. Macomser. Mr. Chairman, our authority to which Mr. Floete 
referred, with respect to the assignment or reassignment of space is 


in sections 202(g) and 210(e) of the Federal P roperty and Adminis- 
trative Services “Act of 1949. 
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Mr. Tuomas. What year was that passed? 

Mr. Macomser. 1949, sir. 

Mr. Tuomas. Read that authority and the law. 

Mr. MacomBer. Section 202(g) reads: 

Whenever the Administrator determines that the temporary assignment or 
reassignment of any space in excess real property to any Federal agency for office, 
storage, or related facilities would ke more advantageous than the pe rmanent 
transfer of such property, he may make such assignment or reassignment for such 
period of time as he shall determine and obtain, in the absence of appropriation 
available to him therefor, appropriate reimbursement from the using agency for 
the expense of maintaining such space. 

Mr. Tuomas. That is assignment and reassignment of excess prop- 
erty. What about the actual allocation of space on a day-to- day 
basis? Who has that authority? That is in the White House; i is it 
not? The White House has that authority if it wants to use it. 

Mr. Macomser. The White House has the overall authority. 

Mr. Tuomas. Read that authority into the record. 

Mr. Macomser. That authority is not specifically in the Federal] 
Property Act with respect to the assignment of space. The President 
has general authority to prescribe policies and directives under section 
205(a). 

Mr. Tuomas. Of what Act? 

Mr. Macomber. Of the 1949 Federal Property Act. 

Mr. THomas. Read that section. 

Mr. Macomser (reading): 

The President may prescribe such policies and directives not inconsistent with the 
provisions of this Act, as he shall deem necessary to effectuate the provisions of 


this Act, which policies and directives sh: all govern the Adminis trator and executive 
agencies in carrying out their respective functions hereunder 


Also, section 210(e) of the Federal Property Act asides 

Notwithstanding any other provision of law, the Administrator is authorized, 
in accordance with policies and directives prescribed by the President under section 
205 (a) and after consultation with the heads of the executive agencies affected, to 
assign and reassign space of ~ exectuive agencies in Government-owned and 
leased buildings in and outside » District of Columbia upon a determination by 
the Administrator that such assignment or reassignment is advantageous to the 
Government in terms of economy, efficiency, or national security 

Mr. Tuomas. In order to give to the Administrator of the GSA the 
authority that he needs to tell X agency that you have 5,000 square 
feet of space in this building, and you need only 4,000, it can be given 
to him by an order from the White House? 

Mr. Macompser. Yes, sir. 

Mr. Tuomas. All we need is a blanket order from the White House 
vesting that authority into the Office of the Administrator of the GSA; 
is that correct? 

Mr. Macompser. I believe it is, sir. 

Mr. Ostertac. Mr. Chairman, as I interpreted that language of 
the act it would be a matter of general policy which would be granted 
to the Administrator by the Executive. 

Mr. Tuomas. That is correct. 

Mr. Osrertac. You lack that general policy or authority? In 
other words, there has been no policy enunciated about it, is that right? 

Mr. Fiorre. No; no directive was ever issued. 

Mr. Tuomas. From time immemorial. Go ahead, Mr. Floete. 

Mr. Fioere. We have prepared such a directive. It is under dis- 
cussion right now. I am in hopes that it will be forthcoming. 
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Mr. Yates. Have you requested that authority from the White 
House? 

Mr. Fiorete. Yes; but through the Budget Bureau. I have dis- 
cussed it with them within the last 10 days. 

Mr. Tuomas. We think you ought to have it. We hope you get it, 


COMPARISON OF LEASING AND CONSTRUCTION 


Mr. Botanp. On the question of leasing and building by the 
Government itself, has it been your experience that the Government 
saves a lot of money where it owns its own buildings and does not lease 
on a commercial basis? 

Mr. Fioere. It is my feeling that in most instances, with rents 
getting as high as they are, that you pay an awful lot for a rented 
property over a period of years. It is easy to figure. In New York 
City, for instance, and in most of the larger cities, rents are now getting 
up in the neighborhood of $5 to $6 a square foot and some places 
higher. When you get rents that high and it costs you $30 a foot to 
build a building, you can amortize it in a few years. 

Mr. Botanp. I can see the problems of GSA. We have the Post 
Office and Treasury bill coming up before the full committee Friday 
and it will be on the floor next week. It has been the policy of the 
Post Office to commercially lease hundreds and hundreds of new 
buildings throughout the United States. It would seem to me that 
this is a wrong direction in which to be headed. These are buildings 
which are leased for a period of 20 years, with perhaps an option to 
rent for 20 more. The rents on some of them are really high. I have 
in mind the one in Providence, where the rent will cost $1.4 million 
a year. 

Mr. THomas. What did the building cost? 

Mr. Bo.anp. I don’t know. I think probably $15 or $16 million. 
It is being built by 

Mr. FLorre. By private capital? 

Mr. Boxtanp. Intelex. It is a complete new system, a laboratory, 
really, with a post office, but the cost of renting the building and the 
equipment, plus the maintenance cost by the post office itself-—and 
this is the maintenance of the building itself—but the cost of the 
renting of the building and equipment, all of the vast new automatic 
machinery that the post office is using, will be more than $2 million 
a year for this one building. As I say, it is an experiment. It is a 
different sort of thing than the Post Office ever engaged in. In addi- 
tion to that, all of the other buildings they were interested in for post 
offices are being leased. Is the Post Office building any post offices at 
all on its own? 

Mr. FLorerr. Not on its own. We build them where a building 
is to be erected by appropriated funds. We get the Post Office re- 
quirements, et cetera. So we build quite a few of them. 

Mr. OstertaG. That is a general condition. 

Mr. Boxanp. In answer to the specific question, Is it cheaper for 
the Government to build or lease? I think you said it was cheaper to 
build. 

Mr. FLtorerre. Where you have a permanent requirement there is no 
doubt about it. I can see the case of the Post Office. They build a 
great many small buildings. They have the feeling that they will 
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expand in years or else they will move someplace else. We build for 
permanent occupancy. We try and build where it is the right place 
to be. There isn’t any doubt in my mind as to which is the che ‘apest. 

Mr. Bouanp. I have in mind another one. I may as well wrap it 
up here. In my town of Springfield, Mass., they lease a postal annex 
at $78,000 a year. They are going to triple the capacity of this postal 
annex with the result that they have to triple the facilities. In 
tripling the facilities the lessor is going to triple it at a cost of about 
$2% million. On the basis of the new contract, leasing it for a period 
of 20 years, from next November, it will cost, instead of $78,000, 
$384,000 a vear for a 20-year period, with an option to renew again 
for 20 years. There is no doubt about the permanency of this one. 
This is not one where it is going to be changed because of growth in 
population or a tremendous increase in the volume of the parcel post 
that goes through this area. To me it would seem that the Post 
Office ought to build the facility instead of leasing it for 20 years. 

Mr. Fuioere. Of course, it has been pretty hard to get money for 
new construction for a long time, even in our own public-building 
program. Until you people appropriated that $152 million a year or 
two ago there hasn’t been any money except for a building here and 
there. 

POTENTIAL SAVINGS THROUGH CONTROL OF SPACE 


Mr. Yates. You indicated a few moments ago that you would ask 
the White House for authority to supervise space, to go into the 
question as to whether certain agencies had too much space, and to 
reallocate it. How much money do you think it would be possible 
for you to save the Government if you were given this authority? 
Did you, as a basis for your request, indicate how much money you 
thought the Government would save? 

Mr. Fiorte. No. It is an awful hard thing to estimate because it 
comes up spasmodically, just a case here and a case there. We had 
one in New York last summer that still concerns me. 

Mr. Tuomas. Give us a horseback opinion. You know you can 
save some money or you would not ask for that authority. What is 
your horseback opinion on your rental bill this year? 

Mr. Yates. What about the New York case, as a typical example? 

Mr. Fiorre. Up there the case wasn’t very well handled by GSA, 
I must admit that to start with, but we entered into preliminary 
arrangements for a lease on a new building to be constructed and the 
rent, as I remember it, was about $500,000 a year for a 10-year lease, 
$5 million, and the rent was someplace in the neighborhood of $4.50 
a square foot. I went to New York to try and find space that might 
be used. Well, we did find space, but it would have required the 
moving of one agency from here to there, you see, and that we couldn’t 
get accomplishe .d, so after the matter had been fought out for months 
and finally sent up to the General Accounting Office and everybody 
had been in on the thing, we had to go ahead and sign the lease 
because we couldn’t come up with the space that this agency could 
occupy because we couldn’t move anybody. Well, that is one typical 
one. 

Mr. Yares. How much money was involved in that? 

Mr. Fioere. A total of $5 million. 

Mr. Yates. That you had to spend. 
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Mr. Fioere. In rent. 

Mr. Yates. But what would a reasonable rent have been? 

Mr. FLoete. If we could have moved them into Government-owned 
space, we know it would have been a lot less than $4.50. 


TOTAL RENT BILL OF GSA 


Mr. THomas. What is your total rent bill? 

Mr. FLorere. $63 million in 1959. 

Mr. Tuomas. That is under your jurisdiction? 

Mr. FLorre. $63 million. 

Mr. Tuomas. Inside and outside of the District of Columbia. 

Mr. FLoere. It was $63 million in 1959. 

Mr. OstertTaG. Do you mean in the country as a whole? 

Mr. Tuomas. Yes; inside and outside the District of Columbia— 
all the buildings. There are about 4,800 of them under your juris- 
diction, are there not? What is the number of buildings under your 
jurisdiction? Is it around 4,800? 

Mr. Turpin. The ones we operate number about 500 Government- 
owned. The 4,800, Mr. Chairman, are those on which we have re- 
sponsibility for repair. 

Mr. FLorre. We have about 5,000 leases; that is correct. 

Mr. Tuomas. It is about 4,800. What is your total lease bill, 
approximately? 

Mr. OstertaG. That doesn’t include post offices, does it? 

Mr. Turpin. The rent bill that GSA is responsible for paying was 
about $63 million in 1959, Mr. Chairman. The total rent bill that 
we expect to pay in 1961 for space under the buildings management 
operation is about $76 million, but then part of that is re imbursed to 
us by other agencies. 

Mr. THomas. That is all taxpayers’ money. 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. The total figure is about $76 million. 

Mr. Turpin. Yes, sir; for 1961. 

Mr. Tuomas. Out of that $76 million, Mr. Yates wants to have you 
give us a horseback opinion as to how much you would save if you 
had the authority to say yes or no to Government agencies in their 
requests for space. That authority you don’t have now. 

Mr. Turpin. Mr. Chairman, that would be 

Mr. Tuomas. Let Mr. Floete answer that. That is a horseback 
opinion. You can change it for the record, if you want to. 

Mr. Frorrs. I do not think that is the whole problem. The whole 
problem is how do we better utilize the space that is Government 
owned that is not under the control of GSA. I am speaking primarily 
of military space. ‘There is a great deal of that being declared surplus, 
and down in Chicago, you know the old Ford plant. 

Mr. Yates. Yes. 

Mr. FLoere (continuing). There isa problem. What are you going 
to do with it? 

Mr. Tuomas. Let us stay with the buildings over which you have 
jurisdiction. 

Mr. Fiorere. We could use some of those buildings even if we had 
to rehabilitate them, and there could be a tremendous saving there. 

That is a hard question to answer. 
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Mr. Tuomas. You mean you could save a lot more by having more 
authority on assignment? 

Mr. Fiorre. I would have to put it in terms of percentages, and 
it is the wildest guess in the world. If we couldn’t ultimately save 29 
percent, I would be surprised. However, most of the saving would 
come from utilization of space requiring rehabilitation. It would take 
a couple of years to get projects approved, funds appropriated, and 
the work accomplished. 

Mr. Yates. You must have some basis for asking the White House 
for that authority. 

Mr. Tuomas. He just gave us a figure. That would be $15 million, 

Mr. Fioere. You have to get to specific cases. 


EXAMPLE OF SPACE IN CHICAGO 


Mr. Tuomas. Here is one case right here. See how much you think 
you can save on this case. This is from the General Accounting 
Office report, page 70. 

Space assigned to the Bureau of Customs in the U.S. customhouse, Chicago, 
has included since 1954 large areas excess to the agency’s needs. However, 
GSA’s attempts over the past 4 years to recover the excess space for reassignment 
have been largely unsuccessful because the Bureau of Customs has opposed release 
of the space. 

There is one good example pointed out by the General Accounting 
Office. 

Mr. Ostertac. You have no authority to recapture that; is that 
right? Do you have authority to reassign it? 

Mr. Turpin. That is correct’ except through persuasion of the 
Bureau of Customs to release the space for other use. We have had 
extensive discussions with them on that particular space in Chicago. 
They did release 4,000 or 5,000 square feet of space to us about a 
year ago but they have resisted release of further space until they 
see what the impact of the traffic on the St. Lawrence Seaway will 
have on their business in Chicago. 

Mr. Tuomas. The taxpayers still are paying money for that 47 
percent that the General Accounting Office says is not being used. 


SURVEYS OF EXCESS SFACE 


Mr. Ostprtac. Might I ask a question on the general picture at 
this point, Mr. Chairman? 

Does GSA have any estimate and has it ever made a survey which 
would disclose a clear-cut picture of available space which might well 
be utilized by virtue of transfers or adjustments and the extent to 
which that would exist by virtue of square feet or any other yardstick? 

Mr. Fiorere. There is very little federally owned space, except in 
the military, not being used. We are using all the space there is that 
our agency owns. The military departments have a lot of it, ware- 
house space, which has to be converted and so on. 

Mr. Ostertac. Then you do not actually have a survey or factual 
sheet which would indicate what is available other than that you have 
a pretty good idea that the military does have excess facilities and 
property which might be utilized elsewhere? 

Mr. FLortr. We made specific studies of Chicago, New York, 
Atlanta, and we are continuing it in the larger cities. Of course, 
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that is the obvious place to go. That is where we have most of 
our trouble. 

We have the whole picture before us, but what can you do about 
it when you get it? 

Mr. OsterTAG. What does it show? 

Mr. FLorrs. Well, I know from experience that we cannot move 
them. That is No. 1. We had the same experience in New York 
with the customs at 201 Varick Street. They have 3% floors there 
right now. We tried to get them to give up a floor. 

As you know, we fixed up that building and got the Internal 
Revenue Service and the AEC there in new quarters and they are 
delighted. We were hoping we could do likewise for some other 
agency but we cannot get the space. It is that simple. 

Mr. Yates. Why can’t you get it? 

Mr. Fiorre. I got passed all up and down the line. 


AUTHORITY REQUESTED 


Mr. Tuomas. You have the request in to the Bureau of the Budget 
to get an Executive order giving you that authority to force utiliza- 
tion—force economic utilization of Government space? 

Mr. Fuioere. That is right. 

Mr. Tuomas. Does your request of the Bureau also give you 
authority to handle assignment and reassignment of surplus property 
coming out of the military? 

Mr. Fiorre. No, sir. In general, we have the authority on the 
property that has been reported excess. 

Mr. Tuomas. Suppose it is not declared surplus to you? 

Mr. Frorre. The military departments—the Department of 
Defense determines the property to be excess to their needs. At that 
point utilization by other Federal agencies comes in. 

The determination of excess is a determination by the head of the 
holding agency and that is the difficulty. We have no authority to 
say that this property is excess if he says it is not excess. 

Mr. Tuomas. Did you ask the Bureau of the Budget for any author- 
ity to help the holding agencies make up their minds on what is 
excess? You have a building sitting here 8 months or a year unused 
and vacant. That should be declared excess, should it not? 

Mr. FLtorere. Yes, but that is still up to the holding agency. 

We made a formal presentation on the matter of this Presidential 
directive. 

Mr. Tuomas. When did you make that formal presentation? 

Mr. Fioere. Last fall. 

Mr. Tuomas. It has not yet been acted on? 

Mr. Fiortre. No, but it was discussed just last week. There is 
sympathy toward the idea but it is not signed yet. 

Mr. Tuomas. With your horseback opinion that you could save 
20 percent if you had that authority on presently existing Government 


property, I do not see how they can afford much further delay on the 
matter. 


Proceed, Mr. Floete. 
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DISPOSAL OF SURPLUS REAL PROPERTY 


Mr. Fionre. We are continuing our activity in the disposal of 
surplus real property. We are doing better, but not good enough yet 
We will return $50 million to the Treasury in 1960 and we estimate 
$55 million will be returned in 1961. That is largely a sales job of 
difficult properties. We have no trouble with land or lots but the 
old plants are giving us some trouble. 

Mr. Tuomas. It 1s generally thought by the public that when the 
Government buys a piece of land, and often it buys it very cheap, it 


is more than worth the money. The reverse is also true, that some- 
times you pay more than it is worth, particularly when you go through 
condemnation proceedings and it is passed on by a jury. The juries 


are generally very lenient. 

Referring to this $50 million worth of real property that you will 
sell and return to the Treasury in 1961, at a cost of $2 million of 
appraisers’ and brokers’ fees, what was the original purchase price? 

Mr. Fiorete. The acquisition cost in 1960 was $500 million, and 
$520 million for 1961. 

Mr. Tuomas. And we are getting what? 

Mr. FLoete. 10 cents on the dollar. 

Mr. Tuomas. Those are buildings, tools, and many other things? 

Mr. Forte. That is for everything. 

Mr. Tuomas. Besides the land cost? 

Mr. Fioere. We are getting about 115 percent of present market 
value on all of these sales. 

Mr. Tuomas. How much? 

Mr. FLorre. 115 percent of the present appraised fair market value. 

Mr. Tuomas. Everything else has gone up. Everything else goes 
up, all real estate goes up, except that owned by the Government. 
You are getting less than 15 percent on the market. 

Mr. Fiorte. Not on the market. 

Mr. Tuomas. On the original acquisition cost. 

Mr. Fioere. That is correct. It looks awfully bad but it is still 
about 110 or 115 percent of present fair market value. 

Mr. Tuomas. Why is it Government property does not go up and 
everybody else’s does? 

Mr. FLroete. Government property does go up. We have some 
terrific sales, but these plants, and that is what makes this large 
amount, are different. We have one in West Virginia where the 
acquisition cost was $80 million or $90 million and we cannot get a bid. 

Mr. Tuomas. The biggest part of this acquisition cost is for build- 
ings and improvement and not on the land itself. 

Mr. Fiorere. Sure. 

Mr. Tuomas. Buildings and improvements are for a special pur- 
pose and they must be used for that purpose. Naturally the buyers 
are few and far between. 

Mr. Fiorts. That is correct. 

Mr. Tuomas. The cost of the land itself is worth it. About the 
only thing that has gone up so far as the sales price is concerned is the 
land, but the great depreciation and loss is on the buildings and not on 
the land. 

Mr. Fiorere. That is entirely correct. 

Mr. Tuomas. Proceed. 
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Mr. OstertTAG. What portion of these properties includes buildings 
and land as compared with other facilities such as tools, and so on? 

Mr. Fiorre. The plant itself and the equipment represents a very 
high percentage of this acquisition cost. 

Mr. OsteRTAG. Then it is the equipment where the loss comes? 

Mr. Fiorete. And the old buildings. Many of these buildings are 

15 years old now, some of them older. They were for a special pur- 
pose, as the chairman said. 

Mr. Jonas. Would it also be true that in many cases these buildings 
were not erected and built in the most ideal locations from the stand- 
point of commercial use today? 

Mr. Forte. Conditions have changed, so many of them are not. 
Some of them are special purpose buildings which cannot be used for 
anything. The purpose for which they were built is no longer any 
good. It does not exist. 

That is true in this West Virginia plant. 

Mr. Jonas. You cannot even get a bid on it? 

Mr. Forte. We haven’t a single bid. 

Mr. Jonas. What does it consist of? 

Mr. FLoreter. $86 million. 

It is a fertilizer plant using coal gas which is obsolete. 

Mr. Jonas. What will you do with it? 

Mr. FLorre. Put it in the hands of a broker and see if he can find 
any use for it. The local community is always terribly interested and 
everybody can understand that. They want an enterprise in there to 
employ people, so we have found that where we cannot sell it by com- 
petitive bids, either auction or sealed bid sale, or any other way, we 
put it in the hands of a broker which we are allowed to do under the 
law. We give it to him for a specified period of time, from 6 months 
to a year. 

He assumes the cost of advertising. We set out what his commission 
shall be, and so on, and then he makes his best effort to sell it. He 
always works with the local community. 

If they can help him they bring about a sale. We have had some. 

Mr. Yates, What is the situation on the Ford plant in Chicago? 

Mr. FLorre. It is not actually declared to us by the military yet. 
We understand it will be very soon. There are 100 acres under roof 
in that plant, the largest plant in the world. I have been all around 
it just recently. 

Mr. Wallace has been out there, too. A good deal of it could be 
converted by spending $5, $6, or $7 a square foot on it, which is 1 
year’s rent downtown, into new office space. It has an administra- 
tion building which can be used for that purpose and will be used for 
that. That has about 200,000 square feet. 

There are various people talking about it. One man has an idea 
that he can have the biggest discount house in the world in there. 

Mr. Yates. It would be, too, wouldn’t it, if he went into it? 

Mr. FLtoere. It sure would. That will be a tough one unless we 
can use it. 

Mr. Yarrs. What about possible uses for warehousing? 

Mr. FLtoerr. We are considering that. 

Mr. Yates. This is bigger than Franconia, is it not? 

Mr. Ftoretrr. Oh, my, this is 100 acres. It is about five or six 
Franconias. 
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Mr. Yates. What about the tools and the installations? 
Mr. Fiorerr. The Army is taking out some. We aan know how 
much they will take out but they will take a lot of it out of there. 

Mr. Yates. You will have to have a substantial re shabllitation job 
there, then, will vou not? 

Mr. Fuoerse. First we have to get someone to move into it. We 
have a lease there for our Federal warehouse and for archives. The 
man will not let us out of the lease. It has about 3 or 4 vears to run, 
However, we think that at the end of that period, if we cannot get out 
sooner, we should move into this. I think it will be a very difficult 
thing to sell all of it. We might be able to sell part of it. 

We have another building just north of the airport called the Stu- 
debaker Building. 

Mr. Yates. | know that one. 

Mr. Fuoere. That is a nice building, about 600 or 700 thousand 
square feet. We could use that very well for Federal supply and 
archives, but it is too salable. We have four or five customers that 
want that right now. We will put it up for sale. There is a case 
where we will get back the full cost to the Government. 

Mr. Yates. That Studebaker Building is beautiful property 

Mr. Fioetrs. We think we should sell that because it is salable. 
Rather than using it we should sell it. We should take something 
not salable for our own use. . 
Mr. Osrertac. In the case of a military production plan! which 


has been phased out and is to be disposed of, the tooling in many 
instances can be utilized by Saniatee ror removal to some ahs ‘ existing 
plant. 


Does that rest with the military or do you handle the actual transfer 
and disposal? 

Mr. Frorrr. They determine what they will transfer to us. In 
some places they take it all out. We have one where they will ap- 
parently take all the machinery. They will put it into storage or 
another operating plant. 

Mr. Tuomas. What was the aAcquisitiol cost of the Ford Motor 
Co. property in Chicago? 

Mr. Wattace. About 120-plus million dollars. 

Mr. Tuomas. Go ahead, Mr. Floete. 

Mr. Fioere. That finishes up what I had to say about real property 


FEDERAL SUPPLY PROGRAM 


In the Federal Supply program, our business with not only the 
military but the civilian agencies, continues to grow. For instance, 
we operate in three different methods. We have stores where we 
sell directly from the stores to Government agencies. We call that 
the stores program. In 1960 we will do $156 million. Then we 
order directly for customer agencies, not shipping it through the 
warehouse, and that will amount to $186 million in 1960. That is 
a good trend because we are buying more directly wherever we can 
and saving the cost of storing it and reshipping it. 

Then under the Federal supply schedules, our largest activity, we 
will do $546 million this year, or a total of $888 million. 

In 1961 we estimate it will be a-total of $932 million. That is just 
anticipating the normal increase in this business. About 60 percent 
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of our business now is with the military departments which has been 
acquired through our ability to give them cheap and good service. 

Recently the Department of “De fense announced a new program, 
a new supply program. Chances are that it will very measurably 
increase the amount of business that GSA gets from the military. It 
has not yet reached a point where we can authoritatively say just 
how it will work but it looks that way. 


MOTOR POOL PROGRAM 


The motor pool program continues to slowly expand. We are 
careful about not going into places where there is not good justifica 
tion. During 1959 we brought the total of the pools up to 44. We e 
will put in 14 more this year and 12 more next year. ‘That will bring 
it up to 70. The pools are being operated successfully, we think, and 
the annual savings will be in the area of $5 million to $6 million. 

We have installed a very careful accounting system because we had 
some question as to whether our accounting disclosed the real facts. 
We think the system now installed is doing that and we are getting 
good savings. 

The motor pool program is serving a very excellent purpose. 

I do not think there is an unlimited field because cer tainly you can 
get down to borderline cases where you have too few cars in a pool. 
We have now about 15,000 cars in the pools and that will increase 
next year and the year after. 


UTILIZATION AND DISPOSAL OF PERSONAL PROPERTY 


In the matter of disposal of excess and surplus personal property, 
wehave agigantic task. That is particularly true because the military 
are declaring as excess very, very large quantities, up in the neighbor- 
hood of $10 billion a year, which is almost astronomical. However, 
you have to remember that a large part of that includes combat air- 
craft, obsolete artillery and guns, and materials which have little 
sales value. 

We have attacked it from GSA’s point of view first, from the basis 
of getting better utilization within the Government of any surplus 
developed. We are going a long way on that because whatever is 
utilized is a direct saving in that amount of dollars to the Government. 
It would have otherwise to buy it. 

Our utilization transfers, to civilian agencies, was $141 million in 
1959. We expect it to go up to $215 million in 1960 and to $305 
million in 1961. 

We have set up a regular procedure for doing this. It has been 
quite a ¢ “ . in our approach, and it has occurred largely within the 
last year. That is a good forward step. 

eae are all familiar with the donation program which follows in 
sequence after the utilization. It becomes available to the States 
and municipalities when there is no other Federal use. We began to 
increase that program. It is now very substantial. The donation 
program in 1959 is expected to increase from $361 million to $450 
million, and it will be $550 million next year. 

What is left, after you have had proper utilization within the Gov- 


emment and this donation program, is then surplus for disposal 
otherwise. 
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Mr. Jonas. I imagine it would be impossible to do because of the 
vast amount of property involved, but frequently I have people write 
me about acquiring certain articles and there is no central catalog, no 
central place where these items are listed. 

Have you considered compiling a central listing? 

Mr. Fioere. For donations? 

Mr. Jonas. No; for sale. 

Mr. Bean. There will be a plac e at San Antonio operated jointly 
by the Department of Defense. There will be one place where they 
can write and get information. We expect that will be started within 
the next few months. 

Mr. Jonas. That would help me considerably because I have had 
a number of inquiries. 

Mr. Bran. As it is now you cannot tell. 

Mr. Ostrertac. Right along that line, do you have a catalog or list 
of those items available for donation? 

Mr. Bean. We are operating now in the 35 principal generating 
centers in the United States and we have people located there. 

We have also developed a plan for the civilian government whereby 
nearly 800 a are spending part time developing ideas of mer- 
chandise that they can use in their own agency. They give us want 
lists. 

A large measure of our success is filling the specific needs of these 
agencies from these want lists. 

Other items which have application in civilian areas are transmitted 
to our regional office and they in turn make a catalog which they cir- 
cularize to the agencies in the area. 

Mr. Fiorre. He speaks of donations. 

Mr. Bean. I thought he meant utilization. 

Mr. Fiorre. No; donation. 

Mr. Bean. In that way we get the utilization because most of it we 
cannot move very far. 

Through the want list and the people on the job and the catalog in 
the ne ‘ighbor hood of our region we are retting this increased utilization. 

Mr. Fiorre. He wants to know about donation. 

Mr. Jonas. That is done at the State capitals. They have their 
lists there; do they not? 

Mr. Bean. We have them at the regional offices. 

Mr. Ostertac. It has been very confusing because of the general 
publicity and articles which have been read by people who hear they 

are av: ails ible but it never seems to work out. It seems what is avail- 
able i is not in line with what they think is available and the means by 
which they can acquire property is different. 

[ get letters from local governments and individuals who are inter- 
ested in this surplus but seldom is anything ever worked out which is 
satisfactory. 

Mr. Bean. Local government, which is a thing we have in the dona- 
tion program, is working out very well. We are going from about 
$361 million in 1959 up to $550 million in 1961. That is a very active 
program which we worked out with HEW and State people. 

Actual utilization within the Government is up several hundred 
percent since we started this new system. 

Mr. Fiorrr. Each of these stations has a State agency represen- 
tative which does nothing but look into this donation program. They 
are in contact with us all the time. 
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Then through these representatives at the generating points, the 
principal military bases, we keep them advised as to what is available. 
Of course, they do not get it until it has been screened for utilization 
by other Government agencies, but there is a much closer working 
relationship than there used to be. 

Mr. Boland. You turn it all over to HEW? You do not handle it 
directly through the State agency? 

Mr. Fioere. No. 

Mr. Bouanp. Is that handled through HEW? 

Mr. Bean. Cleared through HEW. 

They determine the proper agency. 

Mr. Bo.anp. Actual transfer comes from GSA to the State? 

Mr. Bean. Approved by HEW first. 


NATIONAL ARCHIVES AND RECORDS PROGRAMS 


Mr. Fioere. Turning to National Archives, the growth there is 
not as spectacular as elsewhere but even there there has been a very 
substantial increase in the past year, some 38 percent. This is due 
largely to certain military departments turning over their records to 
us to manage and I think this will continue to grow in the future. 

Our objective, of course, is to dispose of more of these records. | 
think for next year there is an indication that that will occur to a 
greater degree than it has in the past. Obviously we should not simply 
continue to increase the number of cubic feet we have in storage 
because we should be getting rid of more. That is the objective, and 
for the first time next year | think you will see quite an improvement 
in that area. 

FEDERAL REGISTER 


The Federal Register, with which you are familiar, has been re- 
organized and its method of procedure and publication is improved. 
The Eisenhower Library in Abilene, Kans., will open the last half of 
next year. This is the third Presidential library under GSA 
jurisdiction. 

TRANSPORTATION AND PUBLIC UTILITIES 


In the transportation and public utilities field the Transportation 
Division has continued to make good savings. The entire budget 
for the Transportation and Public Utilities Division is $2.4 million. 
It seems to me this activity pays its way very well since we figure 
the savings in this coming year will be nearly $17 million. 

We have completed the surve ys we spoke of in prior years. We 
have passed this on to the various agencies. We have had very good 
acceptance. 


SAGE PROGRAM 


Our participation in the SAGE program is continuing. It now 
seems as though the savings may be considerably in excess of what 
we have said heretofore. 

Recently the General Accounting Office called attention to the fact 
there there was not within either the civilian agencies or the military 
agencies sufficient coordination in executing contracts for telephone 
service, with the result that in many instances within a division there 
might be four or five contracts. There are distinct advantages to 
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be gained under one contract and getting a rate based on the total 
amount of the traffic used. It was directed that both military de- 
partments and GSA, representing the military and civilian agencies, 
work on this problem. 

GSA has a communications sytem which is the largest among the 
civilian agencies now and we do have, I am happy to say, only one 
contract, even though we are the largest. 


COMPTROLLER GENERAL’S REPORT ON LEASED COMMERCIAL TELEPHONE 
AND TELEGRAPH SERVICES 


Mr. Tuomas. Insert pages 94 through 97 of the Comptroller Gen- 
eral’s report dealing with leased commercial telephone and telegraph 
services. 

(The pages referred to follow:) 


GENERAL SERVICES ADMINISTRATION AND OTHER DEPARTMENTS AND AGENCIEa 


EXCESSIVE COSTS FOR LEASED COMMERCIAL TELEPHONE AND TELEGRAPH SERVICES 
RESULTING FROM FAILURE TO RECOGNIZE AND APPLY MOST ECONOMICAL TARIFF 
PROVISION 


Multiple-channel tariff not fully applied by A.T. & T. 


The Government has incurred excessive costs for telephone service because the 
American Telephone & Telegraph Co. (A.T. & T.) does not grant Government 
agencies the reduced multiple-channel rate under Tariff FCC No. 231 unless they 
specifically request it. We found that A.T. & T. is legally required to auto- 
matically apply the multiple-channel discount rate provided under Tariff FCC 
No. 231 to each circuit of each Government customer as the circuit becomes 
eligible. We identified circuits on which annual savings of about $73,000 have 
since been realized by the application of the lower rates. Also, in our opinion, 
A.T. & T. is required to apply Tariff FCC No. 231 retroactively to the date each 
circuit of each Government customer became eligible under existing tariffs and 
to make refunds accordingly. With respect to those circuits we included in our 
review, we have determined that the Government is entitled to refunds totaling 
at least $95,000. 

We informed the departments and agencies of the Government in our report 
issued in November 1959 that action should be taken to determine whether the 
multiple-channel tariff rates have been applied to the eligible groups of circuits 
ordered by each. Where the applicable rates were not applied from the time such 
groups of circuits became eligible under the multiple-channel tariff, we directed 
the departments and agencies to initiate claims for the amount of any overcharges 
arising from the improper application of such rates, and we requested the depart- 
ments and agencies to inform us regarding the action taken and the amounts 
recovered. 

Failure of departments and agencies to realize full potential of multiple-channel tariff 

A substantial number of additional private-line circuits could be made eligible 
for the lower multiple-channel tariff rates if action were taken to establish the 
Government as a single A.T. & T. customer. Our limited study identified almost 
$66,000 which could be saved each year on this basis. 

We recommended that the Secretary of Defense and the Administrator, General 
Services Administration, take coordinated action with A.T. & T. to initiate a study 
with the objective of simplifying both the Government’s and the telephone in- 
dustry’s procedures in order to reduce administrative costs and to secure the neces- 
sary regulatory changes to establish the Government as a single customer for rate 
application purposes. 


Need for improvement in department and agency management of leased private-line 
circuits 


The Government’s management of leased private-line circuits has failed to 
keep pace with the tremendously increased requirements of each department and 
agency. We found in our review of the management of leased private-line tele- 
phone facilities in the Department of Defense and selected civil agencies that 
there is an almost total lack of coordination between the departments and agencies. 
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There is a general lack of awareness on the part of agency management of economi- 
eal tariff provisions which can be utilized in reducing costs, and a very high degree 
of dependence is placed upon industry in ordering services and in applyi ing rates. 
Adequate controls are lacking within all the de partments and agencies reviewed. 
Contracting officers are operating under handicaps because of insufficient tech- 
nical knowledge and/or inadequate staffing. Internal audit programs generally 
have not recognized and consequently have not attempted to deal with the prob- 
Jems in this area. 

The significant increases in Government expenditures for leased communication 
facilities over the last several] years warrant a comprehensive review and appraisal 
of all aspects of management in this area. To the extent that it is practical, steps 
should be taken to insure Government-wide coordination of leased private-line 
telephone and telegraph services in order to take full advantage of possible joint 
utilization of existing leased facilities, technological data, negotiation experience, 
most economical tariff provisions, ete. While such coordination should not affect 
the present responsibilities of the individual departments and agencies in the 
determination of their requirements and procurement of services, we believe that 
there is a need for centralized review of broad overall requirements. However, 
the difference in military and most civil agency requirements, organizational 
structures, and operating procedures would not warrant the establishment of a 
single group within the Government. 

We recommended in our report on this subject issued in November 1959 that 
the Secretary of Defense and the Administrator of General Services take action 
to establish central controls over the management of leased private-line telephone 
and.teletype communications in the military departments and civil agencies, 
respectively. The Department of Defense and the General Services Administra- 
tion should coordinate and exchange information and experience gained with the 
objective of achieving the greatest economy for the Government. 


Mr. Tuomas. What you are stating now is that you are giving 
closer attention, causing them to combine, and getting a lower rate 
rather than separate higher rates? 

Mr. Fuorre. That is right. I do not know to what extent we can 
combine with the military but we are working with them trying 
to get the biggest advantage we can to the Government. 


STATUS OF ACTIVE MATERIALS CONTRACTS 


Turning to Defense Materials Service which handles the stockpile, 
we have continued to negotiate on these long-term contracts, most 
of them are on an incentive price basis in excess of market prices, and 
although the number of contracts we have to work with is steadily 
declining, we nevertheless succeeded in reducing the Government’s 
liability under those contracts by $27.6 million in 1959 and $62.5 
million so far in 1960. Total cancellations of these obligations to 
date have been $361.3 million since July 1957. 

We are getting down to the point now, however, where we have 
relatively few contracts to work with. 

These are the principal contracts remaining. Most of these are 
Defense Production Act contracts. We have one with Harvey 
Aluminum Co. on which there is a remaining total liability of $119 
million for aluminum. 

The contract is about 5 or 6 years old, but under the contract 
they built a new plant. The plant went into operation last year, 
and this contract runs through 1965. Actually all the other aluminum 
contracts are taken care of. 

Mr. Tuomas. You have aluminum running out of your ears, too, 
have you not? 

Mr. Fioretre, We have lots of aluminum. 
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Mr. Tuomas. And really this $119 million remaining under that 
contract is considered excess to the national needs of the critical 
stockpile? 

Mr. Fiorers. Under the present objectives there is no doubt of 
that. All of it would be excess. 

Mr. Tuomas. Are you trying to get out of that contract legally? 

Mr. Fiorere. We just got into it. 

Mr. Yates. They are not even operating, are they? 

Mr. Fuiorere. Yes. We are getting about half ee production, 

Mr. Tuomas. Is there any probability of your getting out of the 
contract if you do not need the aluminum? 

Mr. Fiorete. We cannot breach it, Mr. Chairman. 

Mr. Tuomas. I do not expect you to do that. 

Mr. Fuioere. We talk to them just as we talk to all the rest of these 
companies. 

Mr. Tuomas. What is the nature of the contract with them? Is it 
market price or a set price? 

Mr. Fiorre. A market price contract. 

Mr. Tuomas. If the market absorbs all he makes he doesn’t care 
whether he sells it to Government or private industry? 

Mr. Fiorrse. No, and he is trying to build up a business. He 
doesn’t build a business by shipping to the Government. 

Mr. Yates. On what price is this liability based? 

Mr. Fiorre. The existing market at the time of shipment, now 26 
cents. 

Mr. Yates. You said you have an existing liability of $119 million. 
At the hearings last year the price was 24.6 cents. 

Mr. Fioete. That is right. 

Mr. Yates. Is this estimate of $119 million based on a market 
price of 24.6 or 26 cents, which is the present rate? 

Mr. Fiorte. That estimate is on the basis of 26 cents. 

Mr. Yates. The current market price? 

Mr. Fioerte. That is right. 

Then in the field of cobalt, which is also way in excess of our re- 
quirements, we have only two contracts of any size. One is with 
African Metals, on which there is a balance of $10.4 million under the 
contract, and the other is with Freeport Sulphur, the cobalt part of 
the total contract is $47.7 million. 

There is really nothing we can do with them. We have tried to do 
something with African Metals without success. 

Mr. Yates. How about Falconbridge? 

Mr. Fioere. That is nickel. There is only a small amount of 
cobalt there. 

Mr. THomas. You are requesting less than $2 million for fresh 
money to obligate for the critical and strategic stockpile. What you 
are adc lressing yourse lfto now is DPA. How much does that aggregate 
for the fiscal year 1961? 

Mr. Firoete. How much will we spend on DPA? 

Mr. Tuomas. Yes. 

Mr. Fioere. I cover this at a later point. On June 30, 1959, the 
Government’s maximum exposure under open DPA contracts was 
$922.5 million, against which we estimated deliveries of $549.7 million. 
We have now reduced that estimate $34 million because of certain 
cancellations. 
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Mr. THomas. What is the status of the DPA revolving fund? 

Mr. FLorre. By reason of these cancellations and by reason of our 
sales of other excess properties in the stockpile, we will be solvent 
through 1961 and do not have to ask for additional appropriations 
this year. 

Mr. Tuomas. You are not taking your sales from the strategic and 
critical stockpile and using it for DP. \, are you? 

Mr. Fioere. Not from the strategic stockpile. The cancellation of 
a DPA contract reduces our lis ability, of course. Then when we sell 
merchandise— 

Mr. Tuomas. The answer is no, because the law specifically says 
that money goes back to the Treasury if you do not use it for replace- 
ment. 

Mr. Fiorre. Yes; for sales from the strategic stockpile. However, 
sales out of the DPA inventory, referring to sales for cash, go to the 
Treasury but they are deposite ‘d to the credit of this revolving fund. 

Mr. Tuomas. I was inquiring about the disposition of stocks in the 
critical and strategic stoc kpile and not DP A. You do not comingle 
the funds. Is that right? 

Mr. Fioere. That 1s right. 


NEW STOCKPILE PROCUREMENT 


Our new procurement is very small compared with what it used 
to be. It was about $4.3 million in 1959 and it used to run into 
hundreds of millions of dollars. 

There have been no new contracts for procurement under the DPA 
program and we expect none for this year and next. 

We will continue to get deliveries under those old contracts, but it 
is coming down very substantially, too. 

The inventories at the present time are approximately $8.4 billion. 
This is all stockpiles. $4.1 billion of that, 48 percent, is excess to the 
maximum stockpile objective. 

As I say, we expect to continue to get other deliveries to the inven- 
tories. They are now stored at 215 locations and total about 40 million 
tons. That will increase somewhat in the next 2 years. 


PHYSICAL INVENTORY OF THE STOCKPILE 


We are winding up our physical inventory this year. You will 
remember we have been working on that 2 or 3 vears. We expect to 
have it all finished by June 30, 1960. It is comforting to know that 
and departure from the book figures is very, very minor, indeed, 
thous sth of a percent. 

Mr. Tuomas. Plus or minus? 

Mr. FLrorrr. I forget whether it will be plus or minus, but it will 
be so close that it is comforting. 

The principal part of this cost has not been in taking the inventory 
itself but in restacking and restoring; something which would have 
had to be done, anyway. The stockpile now is physically in good 
shape, the best it ever has been. 
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REDUCTION OF STOCKPILE INVENTORY 


We have been reducing our inventory by two methods. 

Due to the support of this committee last year, we were permitted 
to dispose of materials without replacement under our rotation pro- 
gram where they were excess to the stockpile objective. 

Mr. Tuomas. That is in the critical stockpile? 

Mr. FLoete. Yes. 

Mr. Tuomas. You may proceed. 

Mr. FLorere. The principal item, of course, is rubber. We have 
programed some other things, but it is principally rubber. In the 
first 6 months of this fiscal year we sold $20 million worth of materials 
without replacement, and we estimate that during 1960, under that 
total rotation program without replacement, we will dispose of $37.5 
million worth of materials and approximately the same amount in 
1961. 

Most of it, as I said, is rubber. 

We are well underway in the program of selling this year 50,000 
long tons of rubber, and expect it to be at about the same rate next 
year. 

Mr. Tuomas. What are your excess needs of rubber in the critical 
stockpile? 

Mr. Fioretse. Approximately 470,000 long tons. 

Mr. Tuomas. You have no rubber in DPA stockpile? 

Mr. FLorete. No. We are getting good prices. We have not been 
disturbing the market. I do not think the sales have had any effeet 
on the market. It always fluctuates as much as a cent or 2, but it is 
around the neighborhood of 39 or 40 cents right now. We have been 
getting good, strong prices for it right along. Iam very glad that we 
have this authority, and I thank this committee for making it possible. 

We are also selling certain items that are obsolete. [It does not 
amount to much. Yet, during fiscal year 1960 we figure that we will 
sell, of excess and obsolete materials, an amount of about $19.5 million 
which, added to our other sales, make a total of $68.5 million. 

So, this is returning some money to the Treasury. 

We also had a sale of an item which may be of interest to you, which 
was cocoanut oil, which was determined to be obsolete by OCDM. 
We have a very large amount of it in the inventory. 

We are selling it very carefully at the rate of about 14 million 
pounds every 6 weeks, I believe. 

We expect this year to sell some $10 million or $11 million worth 
of coconut oil. Again, I have been watching the market and, 
certainly, our first sales did not affect it at all. 


MACHINE TOOL RESERVE 


The machine tool reserve is increasing. That, as you know, is 
established under the National Industrial Reserve Act. The Secre- 
tary of Defense has authority under that act and he declares to us 
certain tools as excess to his needs. We are then required to keep 
them in storage. The number of tools that we received this past 
year did not come up to what we estimated a year ago but, neverthe- 
less, the number of tools has gone up and we expect by the end of 
1961 to have about 9,700 of these tools in storage. 
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These are all very large tools, weighing 5 tons to 6 tons each, and 
they are stored and maintained against an emergency use in the 
future. 

ABACA PROGRAM 


The abaca program is discontinued. That is finished. We har- 
vested the balance of the crop and we are disposing of the remaining 
assets and have or will return cash to the Treasury in the amount of 
about $7 million. 

Mr. Tuomas. What did that program cost you all told? Do you 
have that information available? 

I do not think you set it out in your justifications. 

Mr. Turpin. The cost has been about $10 million under the GSA 
Administration, since June 30, 1954, when it was transferred to us 
from the RFC. 

Mr. THomas. It became a part of the RFC in 1941 or 1942? 

Mr. Turpin. Yes, sir; 1942. 

Mr. THomas. Can you approximate the total cost to the Govern- 
ment? It must have been, all told, $20 million or $25 million. 

Mr. Hourz. About $20 million, sir. 

Mr. THomas. That is the net overall cost to the Government? 

Mr. Hourz. Yes. We are in the process, as you know, of closing 
out the assets, Guatemala and Costa Rica, and we do not know yet 
what the final return will be. 


Mr. THomas. You may proceed wish your statement, Mr. Floete. 
NICARO NICKEL PLANT 


Mr. FLorere. With reference to the Nicaro program, it is a long 
story, and I do not know hew much you want to hear about it. 

Off the record. 

(Discussion off the record.) 


Mr. THomas. You may proceed with your statement, Mr. Floete. 
EMPLOYMENT IN GSA 


Mr. Fiorere. On the matter of personnel we made a determined 
effort to try and hold employment down and to cut out overtime, 
and in that respect we have been reasonably successful. In the first 
6 months of 1960 we reduced all overtime by 52 percent, and the 
employment that we had on board on December 31, 1959, was 617 
under what we had on board in June 1959. We keep working on 
that. I must say it is a difficult problem and we have to be rather 
arbitrary in order to get this done. But, at least, I think those are 
steps in the right direction. 

Mr. THomas. What is that total figure? 

Mr. FLorere. Well, I do not have it in dollars. 

Mr. Tuomas. No; I mean the total figure in employment. Your 
total employment is about 600 less, but I think your tables show an 
increase this year over last year—a slight increase. 

Mr. Fiorte. The total, I believe, is 27,329. 

Mr. Tuomas. And, that goes up to what in 1961? 

Mr. Turpin. To 29,600. 

Mr. FLoere. Are you comparing the same things I am, Mr. Turpin? 
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Mr. THomas. Yes; that is right; but that does not include your 
management fund, does it? 

Mr. Turpin. Yes; that is the total GSA employment and includes 
employment that we have in the BM fund for reimbursable activities, 
That is the total employment of GSA. 

Mr. Tomas. Direct employment, and employment under your 
management fund? 

Mr. Turprn. Yes, sir. 

Mr. Tuomas. You may proceed. 

I thought you had 5,000 or 6,000 extra under your management 
fund. Are you right sure you do not? 

Mr. Turpin. Yes, sir; that is the total. The breakout of that is 
23,731 against the direct appropriations, and it is 5,900 under all of 
the revolving funds. 

Mr. Tuomas. That print is awfully small, and it is pretty easy to 
get it mixed up. 

TOTAL BUDGET REQUEST FOR 1961 


Mr. Fioere. Our total budget request to you is $507 million. Tt 
is about $179 million more than we had last year. Practically all of 
the increase is in appropriations for construction of public buildings, 

In our five basic operating programs we show an increase of $17.5 
million, or about 10 percent. This, again, is for expansion of the ac- 
tivities of our various services. One million dollars of it is for the 
new emplovee health benefits program but most of it is for additional 
space requirements which we discussed earlier 

The amount, proportionately, is not large, I believe. The main 
item, as I said, was for the construction of public buildings. We are 
rapidly running out the present funds for public buildings construe- 
tion and unless we get a substantial appropriation, the program will 
come to a halt this summer as far as starting new buildings is 
concerned. 

The Federal Supply Service has asked for about 5 percent in addi- 
tional operating expenses for the nationwide supply system. 

Defense Material Service will require $43 million, less some $4 
million which will be carried over as a balance from the present fiscal 
year. In other words, there will be about $39 million new money 
required for that activity. 

That, Mr. Chairman, concludes what I have to say in general and 
we are, of course, ready to try and answer any questions put to us 
by the committee. 

Mr. Tuomas. Well, as a matter of fact, you do not show a sizable 
increase over last vear in your defense materials. Your big item 
there is $30 million for rotation, and so forth? 

Mr. FLorre. Yes, sir. 

Mr. Tuomas. And, you actually show a decrease of $3.2 million 
below last year. You are not buying but about $1.3 million worth 
of new materials as against about $1.7 million worth of materials last 
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Mr. Frorte. That is right. 

Mr. THomas. It was a good statement, Mr. Floete, and you 
handled it beautifully. 

Mr. Frorte. Thank you, sir. 

Mr. THomas. Are there any general questions, gentlemen? 
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(No response. ) 


Mr. Tuomas. Let us take a little recess and see if we can get back 
here at 1 o’clock. 
(AFTERNOON SESSION) 


Gentlemen, will the committee please come to order? 
Let’s take up part | of your justifications this afternoon on intro- 
ductory material and see if we cannot complete the record on it. 


SUMMARY JUSTIFICATION DATA 


Mr. Reporter, at this point in the record will you insert pages I-3 
through I-10. 
(The pages referred to follow:) 


INTRODUCTORY STATEMENT 


The General Services Administration was established July 1, 1949, under 
authority of the Federal Property and Administrative Services Act of 1949 which 
authorized the transfer to it of previously established agencies engaged in per- 
forming functions related to Federal property and records management. 
ments to that act have authorized further transfers and functions. 

GSA serves as the central agency for management of Government real and 
personal property, construction of public buildings, procurement of common-use 
supplies and services, stockpiling of critical materials, custody of the National 
Archives, and provision of archival, records, transportation, and public utilities 
services. 

Program operations are grouped under 5 services and are performed mainly 
through 10 regional offices under central office direction and supervision. Finan- 
cial, administrative, legal, management, and informational support for all service 
operations is provided by the respective integrated staff organizations financed 
by deposits, from funds provided for supported programs, into an administrative 
operations fund. 

Basic operations are provided for in four operating expense appropriations. 
Central policy direction of all programs is provided for in an appropriation for 
the Office of the Administrator. Other major operations such as construction, 
improvement, and repair of buildings, operation of a nationwide system of supply 
depots, stockpiling of critical materials, and others are provided for in separate 
appropriations. In addition, substantial financing is provided by transfers and 
reimbursements from funds appropriated directly to other major agencies of Gove 
ernment for services performed at their request. 

GSA also serves by delegation from the Office of Civil and Defense Mobilization 
as executor of defeyse production expansion programs financed by allocations of 
borrowing authority made available to the President. 

In addition to basic functions authorized by the Federal Property Act of 1949, 
as amended, other functions and operations are authorized by specific legislation, 
the most significant being 

Stockpiling Act of 1946 (Public Law 520, 79th Cong.) 

National Industrial Reserve Act of 1948 (Publie Law 883, 80th Cong.). 
Public Buildings Act of 1959 (Public Law 86-249). 

Reorganization Plans 18 and 20 of 1950. 

Federal Records Act of 1950 (Public Law 754, 8Ist Cong 

Materials expansion program (Executive Order 10480 of Aug. 14, 1953). 
Interagency Motor Pools (Public Law 766, 83d Cong 

Reorganization Plan No. 1 of 1957. 

The full extent of GSA operations cannot be judged solely by the number and 
amount of direct appropriations in the annualact. As aservice agency, extensive 
operations are conducted at the request of other agencies and financed by re- 
imbursements or transfers of funds. It is also significant that as of June 30, 1959, 
the assets for which GSA has responsibility for stewardship totaled $10.8 billion, 
an increase of $771 million over the preceding fiscal vear 
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Summary of budget estimates for 1961 and comparison to 1960 








1961 1960 | Change 
Appropriation items (grouped by major purposes) budget | comparable 1960 to’ 
estimates | amounts! 1961 
A. Basic operations: 
1. Operating expenses, Public Buildings Service._..- $170, 500,000 | $154, 965,000 |-+$15, 535, 000 
2. Operating expenses, Federal Supply Service : 7, 500, 000 | 6,000,000 | + 1, 500, 000 


3. Operating expenses, National Archives and Records | 
Service ___.-- ceanccnkne aia 9, 600, 000 | 9, 176, 800 +423, 200 
4. Operating expenses, Transportation and Public | | 
Uthes Bervite. ......-<cconos as oe 2, 400, 000 | 2, 357, 200 | +42, 800 
5. Salaries and expenses, - Office of the Administrator___| 240, 000 | 225, 000 | +15, 000 





0 iineretbhocenenades 190, 240, 000 ‘172 724, 000 | 








B. Construction and improvement: | | | 


6. Repair and improvement_-................... ----| 60,000,000 | 60,000,000 |_......... 
7. Payment, purchase contracts. .........-...--- : 4, 630, 000 | 1, 675, 000 +-2, 955, 000 
8. Construction and acquisition __....~-- —— 185, 000, 000 . +185, 000, 000 
Sites and expenses. ._......_..-_- aalemaatd inane 25, 000,000 | —25, 000,000 
9. Construction, relocation facilities. ................-- 3, 800, 000 |_- ee +-3, 800, 000 
Subtotal...... atl eM al 253, 430, 000 86, 675, 000 |+-166, 755, nny 
C. Nationwide supply system: a 
10. Expenses, supply distribution.........-- i iaiddilaeidaeiasia 23, 300, 000 22, 088, 800 +1, 211, 200 

D. Stockpiling: | 
11. Strategic and critical materials__...._- palgacgunnden -| 239,132,000 | 4 46, 300,000 —7, 168,000 

E. Other appropriation items: 
12. Allowances, etc., former presidents.__...........__- 250, 000 200, 000 | +50, 000 
13. Refunds under Renegotiation Act. __....._..__._- 900, 000 |_. te +900, 000 
eens 1, 150, 000 200, 000 +950, 000 
. Limitation items (nonadd): 

- Federal Facilities Corporation fund_-.............-- | (20, 000 (38, O06) 1... .ceuseee 
SN ee eee (40, 000) (40, 006) .<......0sanien 
i Administrative operations fund___.............-- .| (13,300,000 (12, 983, 000 (+-317, 000) 
. Expenses, disposal surplus real property - Rd eee tae (2, 000, 000) (1, 400, 000) (+600, 000) 
at } (15, 360 000) (14, 443, 000) ( +-917, 000) 
Total, direct appropriations ..................... 507, 252, 000 | 327,987,800 |+-179, 264, "200 


! Includes appropriations in annual act, supplemental appropriations proposed for later transmission in 
1960, transfers, and comparative transfers. 
2 Plus unobligated balance June 30, 1960 estimated as $3,668,000 and reimbursements, $300,000; total, 


$43,100.00. 
3 Financed from unobligated balanceJune 30, 1959. 


HIGHLIGHT OF PROVISIONS FOR GSA IN THE 1961 BUDGET 


The budget of the United States for 1961 includes 13 items involving new 
obligational authority for GSA totaling $507,252,000. This is $179,264,200 above 
comparable amounts available for 1960 as summarized in the table on the opposite 
page. The principal factor in this increase is the resumption of direct appropri- 
ation for the construction and acquisition of buildings which was initiated in 
1959 but for which no appropriation was made in 1960. 

Although changes in programs and estimates for each appropriation item are 
explained in the customery detail in the justifications which follow, changes by 
major purposes of GSA responsibilities, under which appropriations are grouped 
in the opposite table, are summed up as follows: 

A. Basic operations of GSA.—Basic operations in the management of real 
property, personal property, records, transportation, and utilities, and top direc- 
tion of GSA are provided for by five appropriation items. The total requested 
for 1961 is $17.5 million more than comparable amounts for these items in 1960. 
The principal factors involved in this increase are: (1) $4.1 million to finance 
by direct appropriation to GSA the cost of providing certain space occupied by 
other agencies which was financed by the respective agencies during 1960 by 
reimbursements to GSA, provision for which was excluded from their estimates 
by the Bureau of the Budget and added to basic requirements of GSA; (2) $6.2 
million for additional space required by other agencies to house expansions pro- 
vided for in their budget estimates for 1961; (3) $2.6 million to finance other 
additional requirements of other agencies; (4) $1.8 million for payne | incre vased 
rent and utilities rates; (5) $1.8 million for increasing and improving GSA fune- 
tions and services, about half of which is for increasing utilization of excess and 
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sales of surplus personal property; and $1 million for payments to the health 
benefits fund. 

B. Construction and improvement.—Appropriations under four heads are re- 
quested for 1961 at an increase of $166.8 million above the comparable total 
provided in the 1960 annual act. The principal factor in this increase is the 
resumption of direct appropriations for construction of buildings for which $185 
million is requested for 1961, consisting of $167.7 million for construction and 
$17.3 million for sites, plans, and related expenses. Nothing was provided for 
construction in 1960, although $25 million was appropriated for sites, plans, and 
related expenses, part of which will be available in 1961. The amount requested 
for repairs and improvements to existing buildings is the same as was provided 
in 1960. Payments in connection with lease-purchase contracts will require 
some $3 million more than in 1960 due to completion of additional projects. A 
new item of $3.8 million for construction work at emergency relocation centers 
is included at the request of OCDM. 

C. Nationwide supply system.—The request for $23,300,000 is $1.2 million 
above the comparable amount for 1960 to finance an increase in sales of $15.7 
million from $341.6 in 1960 to $357.3 in 1961. In 1961 this item provides for 
the first time the financing of buying, inspections, and related operations for the 
ICA foreign aid procurement program previously financed from a revolving fund. 

D. Stockpiling.—Rescission of the unobligated balances of prior appropriations 
in 1960 makes it necessary to appropriate in 1961, for the first time since 1956, 
new oObligational authority to operate the stockpile program. The program 
planned for 1961 requires $43,100,000 of which $3,668,000 can be financed by 
the estimated unobligated balance June 30, 1960 and reimbursements of $300,000. 
By the use of this balance, a new appropriation of only $39,132,000 will be required 
for 1961. 


E. Othe app opriation items. An increase of $50,000 will be required in 1961 
to pay for office facilities and for allowances and staff during a part of the year 
for an additional ex-President pursuant to Public Law 85-745. As of June 30, 


1959 it was estimated that some $2 million in claims of World War II contractors 
remain to be paid for which the $1.1 million then available is expected to be 
exhausted early in 1961. The balance of $900,000 is requested for 1961 and it 
is hoped that this will be the last appropriation request for this $52.5 million 
program. 


SUPPLEMENTAL ESTIMATES FOR 1960 RECOGNIZED IN THE 1961 BUDGBT 


The budget of the United States for 1961 recognizes under the head “Proposed 
for later transmission” the following supplemental estinat to be submitted 
during 1960. 

Operating expenses, PBS.—S$5,900,000 for costs due to wage board rate increases, 
of which (1) $3,900,000 is the annualized cost in 1960 due to rates actually effected 
during 1959, and is included in the comparative availability for 1960, and (2) 
$2 million is a preliminary estimate of the cost in 1960 due to increases to be 
effected during 1960 based on the percentage increases for 1959. This latter 
amount was excluded from the comparative availability for 1960 by the Bureau 
of the Budget in establishing the base for the 1961 request. 


FORMAT OF JUSTIFICATIONS AND GLOSSARY OF ABBREVIATIONS 


4 


In general the format and sequence of the justification of estimates for 1961 
conforms with the presentation for 1960 estimates, but attention of the Appropria- 
tions Committees is called to the following deviations: 

1, The Bureau of the Budget required that financial schedules be prepared on 
the cost basis and they are so shown in the printed budget. However, the 
justifications are prepared on the customary ‘obligation basis with which the 
committees have become familiar. As costs and obligations differ, all financial 
schedules on a cost basis have been omitted from the justification material for 
appropriation items to avoid confusion. Equivalent data on an obligation basis 
is provided in summary reconciliation statements and summary activity data 
sheets for each item. 

2. The cost concept is also reflected in the appropriation language for “Repair 
and improvement” and “Construction and acquisition’? wherein the Bureau of the 
Budget required the inclusion of specific provisos limiting the amount of accrued 
expenditures in 1961. A provision authorizing transferability of part of such 
limitations between the two items is proposed in the general provisions for GSA. 





36 





3. In compliance with the request of the House committee, the justification 
material has been separated into three parts as follows: 

Part I. Introductory and summary material and real property items, 

Part II. Personal property; records; and transportation and utilities items, 

Part III. Defense materials items and general items. 

Throughout the justifications short titles and abbreviations have been used 
to shorten the text as follows: 


Short form Full form or erplanation 
Administrator-__-__-_ Beg eee et 7 Administrator of General Services. 
Ss et ee ieee cA di) _ General Services Administration. 
Pee Ee eee he ete ___. Publie Buildings Service. 
FSS ee sere ure ee. Federal Supply Service. 
NARS.__-_-_- SM IO EF _. National Archives and Records Service. 
eee 3 : Transportation and Public Utilities Service, 
Sra oe Defense Materials Service. 
|) ae , Buildings management fund. 
GSF : x ete pleas General supply fund. 
S& CM es men: ee ee i! : Strategie and critical materials. 
ee eae ee! Ge : Defense Production Act. 
eee ee ee pet Federal Facilities Corporation. 
RFC StS oe ect ein oe _... Reconstruction Finance Corporation. 
DOD ee pies Department of Defense. 
OCDM whee og fe _ Office of Civil and Defense Mobilization. 
SAGE___- ee _....... Semiautomatic ground environment system. 
oe ee .. Automatic data processing. 
Federal Property Act (Public Law Federal Property and Administrative Sery- 

152). ices Act of 1949, as amended 


1959, 1960, 1961 Fiscal years (calendar years so stated), 
peered Ree In tables and narrative as ‘‘actual.” 

Data for 1960___- : In tables and narrative as “programed.”’ 
Data for 1961 a _ In tables and narrative as “estimated.” 


GENERAL PROVISIONS FOR GSA 


“The appropriate appropriation or fund available to the General Services 
Administration shall be credited with (1) cost of operation, protection, mainte- 
nance, upkeep, repair, and improvement, included as part of rentals received 
from Government corporations pursuant to law (40 U.S.C. 129); (2) reimburse- 
ments for services performed in respect to bonds and other obligations under the 
jurisdiction of the General Services Administration, issued by public authorities, 
States, or other public bodies, and such services in respect to such bonds or 
obligations as the Administrator deems necessary and in the public interest may, 
upon the request and at the expense of the issuing agencies, be provided from the 
appropriate foregoing appropriation; and (3) appropriations or funds available 
to other agencies, and transferred to the General Services Administration, in 
connection with property transferred to the General Services Administration 
pursuant to the Act of July 2, 1948 (50 U.S.C. 451ff), and such appropriations 
or funds may, with the approval of the Bureau of the Budget, be so transferred 

“TNot to exceed $2,000,000 granted in the Independent Offices Appropriation 
Act, 1959, under the appropriation for ‘Construction, Federal Office Building 
Numbered Six, Washington, District of Columbia’, may be transferred to ‘Con- 
struction, Public Buildings projects’: Provided, That the latter appropriation] 
Appropriations under the head ‘Construction, Public Buildings Projects’ shall be 
available for acquisition of buildings and sites thereof by purchase, condemnation 
or otherwise, including prepayment of purchase contracts: Provided [further], 
That the limts of cost applicable to projects authorized under said appropriation 
may be exceeded to the extent that savings are effected on other projects. 

“Not to exceed 10 per centum of any limitation on accrued expenditures herein 
made for the General Services Administration may be transferred to any other such 
limitation, but no such limitation shall be increased or decreased by more than 10 
per centum as a result of such transfers. 

“Funds available to the General Services Administration shall be available 
for the hire of passenger motor vehicles. 

“‘No part of any money appropriated by this or any other Act for any agency 
of the executive branch of the Government shall be used during the current 
fiscal year for the purchase within the continental limits of the United States of 
any typewriting machines except in accordance with regulations issued pursuant 
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to the provisions of the Federal Property and Administrative Services Act of 1949, 
as amended. 

“Not to exceed 2 per centum of any appropriation made available to the General 
Services Administration for the current fiscal year by this Act may be transferred 
to any other such appropriation, but no such appropriation shall be thereby 
increased more than 2 per centum: Provided, That such transfers shall apply only 
to operating expenses, and shall not exceed in the aggregate the amount of 
$2,000,000. 

“Appropriations available to any department or agency during the current fiscal 
year for necessary expenses, including maintenance or operating expenses, shall also 
be available for reimbursement to the General Services Administration for those 
expenses of renovation and alteration of buildings and facilities which constitute 
public improvements, performed in accordance with the Public Buildings Act of 1959 
(73 Stat. 479) or other applicable law.”’ 


Explanation of proposed change in language 


Authority to transfer certain construction funds is no longer necessary as the 
transfer was completed during 1960 and deletion of the authority is proposed for 
1961. 

As the foregoing deletion includes the appropriation title, “Construction, public 
buildings projects,’ it is proposed to reinsert it to maintain the proper reference 
to the appropriation concerned. 

The new paragraph authorizing transfers between accrued expenditure limita- 
tions is the standard proviso suggested by the Bureau of the 
or more appropriations of an ageney are subjected to accrued expenditure 
limitations. Such limitations are included in the appropriation language for 
1961 for ‘Repair and improvement” and ‘Construction and aequisition.’”’ As 
the Bureau of the Budget determined that the transfer authorization should appear 
only once among the appropriations of GSA, it is proposed to include it here in 
the general provisions. 


Budget where two 


The new paragraph authorizing reimbursements to GSA for costs of renovating 
or altering buildings and facilities which constitute public improvements is neces- 
sary to evidence specific appropriation authority with respect to use of other a: ency 
funds for this purpose, as required by section 3733 of the Revised Statutes (41 
U.S.C. 12), or other applicable law. In decision No. B—138598, dated May 13, 
1959, the Comptroller General held that such specific authority was required to 
comply with the cited statute or other applicable law. 


EMPLOYMENT 
Mr. THomas. We will also insert the employment chart, I-11. This 


is very good. It is by activities for 1960 and 1961. 
(The page referred to is as follows:) 
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Mr. Tuomas. For 1960, total permanent positions, 29,245. That 
goes up to 30,214 for 1961. That is broken down between the central 
office and the field. The central office has 2,745 for 1960 and 2,797 
for 1961. 

Average employment figures: Central office is 2,660 for 1960; is 
that correct? 

Mr. Turpin. That is correct. 

Mr. Tuomas. For the field, what is the figure? 

Mr. Wautace. 25,856 for 1960. 

Mr. Tuomas. For 1961 it is 26,918. This chart is really confusing. 

What is your total increase in employment for 1961 over 1960? 

Mr. Turpin. In average employment, Mr. Chairman, it would 
be—— 


Mr. Tuomas. Jobs are 385? 


Mr. Turpin. No, sir. You are talking about total now, Mr. Chair- 
9 
man 


Mr. Tuomas. Yes. 

Mr. Turpin. In total, average employment goes from 28,515 to 
29,632, which would be an increase of 1,117. 

Mr. Tuomas. And 29,632 of them were in the field? It is 26,918 

the field. 

Mr. Turrrn. Yes, sir; an average of 26,918 in the field, as against 
25,855 in 1960. 

Mr. OstertaG. Then the increase is substantially in the field? 

Mr. Fiorte. Yes, sir. 


REAL PROPERTY ITEMS, GENERAL SERVICES 
ADMINISTRATION 


WITNESSES 


KARL E. WALLACE, COMMISSIONER, PUBLIC BUILDINGS 
L. B. KNOTT, Jr., DEPUTY COMMISSIONER 


CARL E. RANTZOW, ASSISTANT COMMISSIONER, BUILDING MAN- 
AGEMENT 


J. E. STRAWSER, ADMINISTRATIVE OFFICER 

F. C. JUMONVILLE, BUDGET REPRESENTATIVE 

LEWIS E. BERRY, ASSISTANT DIRECTOR, PLANS AND OPERATIONS, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


SUMMARY OF OBLIGATIONAL AUTHORITY AND AVERAGE EMPLOYMENT 


Mr. Tuomas. You have a good chart on your real property. Put 
page I-13 in the record. 
(The page referred to follows:) 
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Mr. Tuomas. What is your total request for your overall real prop- 
erty? It is $170,500,000 against $154,965,000 for 1960; is that 
correct? 

Mr. Turpin. That is for “Operating expenses, PBS,” yes 

Mr. Tuomas. What do you have outside of that? Your building 
management fund? 

Mr. Turpin. That is all for “Oper ‘ating expenses, Public Building 
Service.” It excludes the repair and improvement and construction 
items. 

Mr. Tuomas. I do not intend that. That is $185 million. 

Mr. Turpin. Yes, sir, for “Construction and acquisition of public 
buildings.”’ 

Mr. Tuomas. This figure of $170,500,000 for “Operating expenses, 
PBS,”’ which is an increase of about $16 million 

Mr. Wauuace. $15.5 million, I believe, sir. 

Mr. Tuomas. This is the entire cost of what you call the operating 
expense of public buildings and grounds? 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. Added to that, if you want to get your full picture 
of your real estate operations, your $185 million for new construction, 
plus your $60 million for minor construction? 

Mr. Turpin. Repair and improvement. 

Mr. Tuomas. That is $60 million, the same as last year? 

Mr. Turpin. That is right. 

Mr. Tuomas. You have a chart wrapping it all up at around $318 
million. Will you find that chart for us, please? 

Mr. Turpin. The total for Public Buildings Service, including all 
of those items you mentioned, is $423,930,000. 

Mr. Tuomas. Which chart is that? 

Mr. Turpin. That is for 1961, and appears on page I-13, about the 
middle of the page. 


TOTAL BUDGET REQUEST FOR GSA 


Mr. Tuomas. This is a breakdown of ‘Operating expenses, PBS”: 
Buildings management, acquisition and disposal, design and construc- 
tion, program planning, service direction and administrative opera- 
tions. Here is your repair and improvement program of $60 million; 
payments on public buildings purchase contracts are included and 
vou have a big item on construction and acquisition of $185 million. 
It all amounts to $423,.930,000. What is your total budget for GSA? 

Mr. Fiorre. $507 million. 

Mr. Tuomas. Where is that chart? 

Mr. Turpin. Page I-5, Mr. Chairman. ‘Total estimate for GSA 
in 1961 is $507,252 ,000. 

Mr. Tuomas. That is already in the record. The big increase 
there, of course, is your construction item. You set out those in- 
creases in detail on page I[-5, which already is in the record. You 
describe them as “basic operations’: $15,535,000 in ‘Operating 
expenses, public buildings”’; $1,500,000, ‘‘Operating expenses, Federal 
Supply Service’’ ; $423,200, ‘‘ National Archives and Records Service” 
$42.800, “Transportation and public utilities service’: $15,000 for 
‘“‘Salaries and expenses, Office of Administrator.” They total up to 
$17,516,000. 

Your stockpiling is set out here. It shows a decrease of $7,168,000 


and then you get down to your small items like ‘Federal Facilities 
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Corporation,” “‘RFC liquidation and expenses,” ‘Disposal, surplus 
real property.” It shows a total increase of $179,264,200. Of 


course, you are transferring some unused funds into your ‘Construc- 
tion and acquisition.”” There is a bird’s-eye view right here on page 


[-5. 
OPERATING ExpENseEs, Pustic BuriLtpINes SERVICES 
Program and pene 
1959 actual | 1960 estimate rs estimate 


sia as by activities: 
. Buildings management 





$143, 477, 025 $162, 057, 052 





2 Acquisition and disposal. ..-...- 3, 064, 193 2, 907, 000 
> EPSGRT GIN COUBETUIOUIOEL. « «. « cdadidd hideba Sith cncmimincec 244, 498 246, 700 
4. Program planning.....- i 588, 229 | 588, 200 
§. Service direction id 668, 953 | 668, 100 
6. Administrative operations... 3, 900, 000 | 4, 250, 000 
7. Adjustment of prior year costs... ..- 


Total program costs !_..- 
8. Relation of costs to obligavions: 


Costs financed from 





143, 087, 161 


151, 942, 898 170, 717, 052 





obligations of other years, (unpaid undelivered | | 
orders), ING Lectin ddd Gaentidieiie niin ddl ac pisrniblecatie ao | —288, 704 — 877, 898 — 217, 052 
lotal program (obligations)...........2...-.....-.- 142, 798, 457 151, 065, 000 | 170, 500, 000 


Financing 


Comparative transfers to other accounts_._. ‘ 1, 896, 291 |....- Bont Re ne keen 
1959 appropriation available in 1958 291, 607 2 
Unobligated balance no longer available_--- 808, 605 She kde ceneme . 
. =r ‘ i * eg ae oe ip 
New obligational authority. .......- ile ate 145, 794, 960 151, 065, 000 17 0, 500, 000 


New obligational authority: 








' 

} 
EE Es a a a 145, 818, 960 151,000,000 | 170, 500,000 

Transferred to “Operating “expenses, National Archives 
and Records Service’’ (72 Stat. 243). ‘ . — 24, 000 intitedesiicecien th tctatinighenieriahiniantala 

Transferred from “Salaries and expenses,’ ’ Immigration 

and Naturalization Service, Department of Justice (5 | 
Ea eed el aee ht eee 
BOOTEREMEIER BORING 6.ci cn ck cdadodcads cluded 145, 794, 960 151, 065, 000 | 170, 500, 000 

1 Includes capital outlay as follows: June 30, 1959, $1,600,668; 1960, $1,690,000; 1961, $600,000. 


Object classification 


1959 actual | 1960 estimate | 1961 estimate 
Total number of permanent positions.._..._..__- 459 441 454 
Full-time equivalent of all other positions___.. 6 2 l 
Average number of all employees Ps 440) 439 445 
Number of employees at end of year 445 435 | 447 
Average GS grade and salary..-.............- 8.9 $7,332 | 9.0 $7,407 | 8.9 


01 Personal services: 


$7, 424 


Permanent positions $3, 205, 382 $3, 247, 996 | $3, 342, 906 
Positions other than pe rmanent. 25, 024 8, 315 | 3, 644 

Other personal services 22, 252 24, 989 | 12, 850 

Total personal services 3, 281, 300 3, 359, 400 

02 Travel 350, 000 | 379, 300 
03 Transportation of things 3, 200 3, 200 
04 Communication services 113, 500 113, 500 
ee Se AE US eee ee Te =|) ig eee ees le a eee ee 
06 Printing and reproduction 45, 100 | 45, 100 
7 Other contractual services 141,7 il, 500 161, 284, 000 


Payment to ‘‘Administrative ope 


rations fund’’ 


| 3, 900, 000 4, 250, 000 


Services performed by other agencies 25, 000 25, 000 
08 Supplies and materials__. 29, 300 29, 300 
09 Equipment ._........_._.. 907, 300 307, 300 


10 Lands and structures 


li Grants, subsidies, and ¢ ontributions 
13 Refunds, 





212, 900 218, 000 


iwards, and indemnities 500 500 

15 Taxes and assessments 485, 400 $85, 400 
1959 program obligated in 1958_ 

Total obligations..............-- 142, 798, 457 151, 065, 000 170, 500, 000 
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JUSTIFICATION OF THE EstTiMATE 


Put pages I-14 and [-15 in the record, Mr. Reporter. 
(The pages referred to are as follows:) 


Summary reconciliation of 1961 estimate to 1960 funds 


1960 appropriation in e@unwal aot... le $151, 000, 000 
Transferred from ‘Salaries and expenses, Immigration and Nat- 

uralization Service, 1960’’......._._._____- E 65, 000 
Proposed supplemental to cover cost in 1960 of w vage board in- 

creases effeeted in 1959_____________ ees : 3, 900, 000 


Comparative total for 1960_____ re aes : 154, 965, 000 
Increases in 1961: 

Government-owned space: Increased utilities 
cost $800,000; additional space, $3,448,200; 
less space released due to construction of new 
Deen Soo0 wees. 6 ~~ ~~ _ $3, 948, 200 

Leased space: Additional space $6,235,000, less 

2,300,000 space released due to new construc- 


tion; increased rental rates $1,054,000___- . 4,989, 000 
Space ‘supplied to other agencies, reimbursable 

in 1960 rounded to__-- nome 4, 000, 000 
Operation and protection, — contract 

space....-.. - 1, 102, 800 
Planning for Federal civil age ney communica- 

tions system __-_- ~~ - cectipllin ich 210, 000 
Increased workload acquisition and disposal 

ee an ar De oso wn es oe se ioe 109, 000 
Employees health benefit program_- ---- " 826, 000 
Administrative operations for 1961 increases 350, 000 


— 15, 535, 000 


1961 estimate _____- z wes SAGO oe Ste AP 8 170, 500, 000 


Analysis by activities 





Activities 1960 adjusted Decreases | Increases 1961 estimate 
1. Buildings management baidiccant | $148, 739, 000 | $2, 600, 000 $17, 650, 000 $161, 789, 000 
2. Acquisition and disposal __...--..---- 2, 830, 000 | __ 127, 000 2, 957, 
3. Design and construction ___-_- Ss 246, 000 ; ; 1, 200 ‘ 
4. Program planning.-- ae 584, 000 3, 200 | 7,3 
5. Service direction : conan 666, 000 : 3, 600 0, 6 
6. Administrative operations -_------_- a 3, 900, 000 350, 000 4, 250, 000 
catia lar ara s 154, 965, 000 2, 600, 000 18, 135, 000 170, 500, 000 
1960 appropriation ; $151, 000, 000 
Adjustments _- - 3, 965, 000 
1960 comparative 154, 965, 000 
Change__ ds 15, 535, 000 
1961 estimate 170, 500, 000 


GENERAL STATEMENT 


‘This appropriation provides for basic real property operations of the General 
Services Administration including planning and direction of all real property 
programs; acquisition, operation, maintenance, protection, and utilization of 
general-purpose buildings and space; management and operation of communica- 
tion facilities; management of excess real property and disposal of surpluses; and 
central direction of all buildings design, construction, repair, and improvement. 

‘The appropriation request for 1961 is a net increase of $15,535,000 above 4 
comparable amount for 1960. The net increase is composed of $15,050,000 for 
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management and operation of buildings, and $485,000 for other program activities 
and administrative operations to support the expanded program. A 1960 sup- 

plemental is anticipated for wage board rate increases, composed of $3,000,000 to 
ST caliee increases granted in 1959 and $2 million for estimated 1960 increases, 
The 1961 request includes the 1961 cost of 1959 increases, but does not include 
the cost of increases which may be granted in 1960 or 1961.” (From the budget 
for 1961.) 

The President’s budget includes an “Item proposed for later transmission’’ for 
1960 in amount of $5,900,000, of which $3,900,000 is for wage board increases 
effected during 1959 and is reflected in the above 1960 base. The remaining 
$2 million, for wage board increases antic ipated to occur in 1960, is not included 
in the 1960 base. Further, no provision is made in 1961 for costs of antic ipated 

1960 and 1961 wage board ‘actions. 

Detailed application of the $15,535,000 increase by activity is set forth on the 

opposite table and is explained in the detailed estimates which follow. 


APPROPRIATION LANGUAGE 


“For necessary expenses of real property management and related activities as 
provided by law; rental of buildings in the District of Columbia; restoration of 
leased premises; moving Government agencies (including space adjustments) in 
connection with the assignment, allocation, and transfer of building space; acqui- 
sition by purchase or otherwise and disposal by sale or otherwise of real estate 
and interests therein; and payments in lieu of taxes pursuant to the Act of August 
12, 1955 (40 U.S.C. 521); [$151,000,000] $170,500,000: Provided, That this 
appropriation shall be available, without regard to section 322 of the Act of June 
30, 1932, as amended (40 U.S.C. 278a), with respect to buildings, or parts thereof, 
heretofore leased under the appropri: ition for ‘Eme rgency operating expenses’,”’ 


APPROPRIATION LANGUAGE 


Mr. Tuomas. It might be well to bear in mind this appropriation 
language: 


For necessary expenses of real property management and related activities as 
provided by law; rental of buildings in the District of Columbia— 

You have combined the two former appropriation paragraphs, 
inside and outside the District, is that correct? 

Mr. Fiorere. Yes, that was done back in 1950. 

Mr. Tuomas (reading) 


—restoration of leased premises; moving Government agencies (including space 
adjustments) in connection with the assignment, allocation, and transfer of 
building space; acquisition by purchase or otherwise and disposal by sale or other- 
wise of real estate and interests therein; and payments in lieu of taxes pursuant 
to the Act of August 12, 1955 (40 U.S.C. 521); $170,500,000: Provided, That this 
appropriation shall be available, without regard to section 322 of the Act of June 
30, 1932, as amended (40 U.S.C. 278a), with respect to buildings, or parts thereof, 
heretofore leased under the appropriation for ‘‘Kmergency operating expenses.’ 


You also did away with the old emergency operating account. 
That has been erased; is that correct? 


Mr. SrRAWSER. Some years ago; yes, sir. 


REDUCTIONS DUE TO PURCHASE OF BUILDINGS 


Mr. Frornre. Mr. Chairman, there have been some changes, some 
minor reductions, due to the savings achieved as a result of the 
purchase of a number of buildings that we talked about this morning. 

Mr. Tuomas. We will get into that specifically under the subhe ads. 
You set that out in the table. 

Mr. Turpin. No, sir; the budget does not reflect these savings 
because the purchase of most of these buildings has been acc omplished 
in the past several weeks since the budget was prepared. 
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Mr. Tuomas. Isn’t that in your justification? 

Mr. Turpin. No, sir. In the estimate for “Operating expenses, 
PBS,” the rental item can be reduced by $1.2 million because no 
rents will be incurred for the buildings that were purchased from the 
savings that were made in the construction appropriation. 

Mr. Tuomas. Keep that in mind when we get to it so you will 


Gb 


insert that additional information in the record. 
I see you and the GAO have arrived at the definition of some 
terms and agreed to what your responsibility is. 


PRINCIPLES GOVERNING FINANCING, MANAGEMENT, AND SERVICING OF 
BUILDINGS 


Mr. Tuomas. Mr. Reporter, put page I-16 and pages 1 through 9 
which follow, in the record. 
(The pages are as follows:) 


PRINCIPLES GOVERNING THE FINANCING, MANAGEMENT, AND SERVICING OF 
BUILDINGS 


In line with recommendations in decision of the Comptroller General dated 
May 13, 1959 (B-138598), the regulation delineating GSA’s financial respon- 
sibilities in the real property area as compared with financial] responsibilities of 
other agencies has been revised to clarify the respective responsibilities. _ A copy 
of the revised regulation published December 2, 1959, which was reviewed by the 
General Accounting Office and Bureau of the Budget prior to its issuance, follows 
(exhibit 8, app. C., GSA Regulation 2—II-—304.04). 

Significant features incorporated in the revised regulations are: 

(a) Clarification of the conditions under which other agencies shall be 
responsible for paying all or part of the cost of providing necessary space and 
related services. 

(b) Recognition of the principle that where other agencies’ appropriations 
are legally available for particular purposes in the real property area, such 
appropriations may be used notwithstanding availability of general appro- 
priations to GSA for similar purposes. This principle, which is inherent in 
the enactment by Congress of more than one appropriation available in 
whole or part for similar purposes, is basic to the effective discharge of GSA’s 
responsibilities for providing services requested by other agencies, on a 
reimbursable basis. 

(c) Restatement of the need for specific appropriation authority before 
other agency funds are committed for public improvements, in line with the 
Comptroller General’s decision referred to above. 

(d) Provision of standard definitions of terms used throughout the docu- 
ment; clarifying description of elements of cost generally paid by GSA and 
those normally reimbursable from other agencies; and incorporating modifi- 
cations required to reflect the provisions of the Publie Buildings Act of 1959. 

GSA’s estimates for 1961 in this and other pertinent appropriations are based 
on application of these principles. 
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Exhibit 8, Appendix C 
GSA Reg. 2-II-304.04 
(12—2-—59) 
GENERAL SERVICES ADMINISTRATION 


Washington, D.C. 


PRINCIPLES GOVERNING THE FINANCING, MANAGEMENT, AND SERVICING OF 
BUILDINGS 


A. POLICY 


With respect to buildings under its control, the policy of General Services 
Administration, is providing space and related services to Federal agencies, is as 
follows: 

1. GSA responsthility: 

(a) GSA shall be responsible, within the funds appropriated to it for such 
purposes, for: 

(1) Providing general-purpose space and related services necessary to 
meet the needs of tenant agencies. 

(2) Making repairs, betterments, and alterations, and providing building 
equipment for occupant agencies in Government-owned buildings, except 
such space occupied or to be occupied by the Post Office Department in post 
office buildings where the services will be limited to repairs 

(b) The suitability of space for tenant agency use, the scope, degree, and level 
of service to be rendered to all agencies, and the adequacy of appropriations to 
GSA therefor will be for ultimate determination by GSA with due regard for 
agency program requirements. 

2. Other agencies’ responsibility.—These include but are not limited to: 

(a) To the extent that GSA appropriations are not adequate for providing 
necessary space and related services, other agencies shall be responsible for 
paying all or part of the costs thereof, providing their appropriations are 
legally available for the purpose. 

(b) It shall be the responsibility of tenant agencies to notify GSA in 
writing of any contemplated changes in occupancy, space use, or require- 
ments for more than one-shift operation, by submitting reports not later than 
August 31 of each vear, as provided in GSA Reg. 2-I1-202.00, to permit 
their consideration in annual appropriation estimates for GSA. 


(c) Occupant and tenant agencies shall also be responsible for services as 


as 
outlined in C. 3., below. When such services involve public improvements, 
as defined in B., below, the work may not be undertaken in the absence of 
an appropriation legally available for the purpose. (See 41 U.S.C. 12.) 


(d) If new or additional rented space is required in the District of Colum- 
bia, for which GSA has not budgeted, specific authority for the payment 
thereof is required in the agency appropriation, or in other law clearly appli- 
cable to the appropriation to be charged, or through an appropriation for 
a purpose which clearly implies that the rental of a building or a part thereof 
is authorized by the Congress. (See 40 U.S.C. 34.) 


B. DEFINITIONS 


For the purposes herein, the following definitions shall apply: 

A Buildings under the control of GSA. SJuildings under the control of GSA 
comprise Government-owned and leased buildings, but exclude such buildings 
and construction projects: 

(a) On the public domain (ineluding that reserved for national forests and 
other purposes). 

(b) On properties of the United States in foreign countries. 

(c) On Indian and native Eskimo properties held in trust by the United States, 

(d) On lands used in connetion with Federal programs for agricultural, recrea- 
tional, and conservation purposes, including research in connection therewith. 

(e) On or used in connection with river, harbor, flood control, reclamation or 
power projects, or for chemical manufacturing or development projects, 
nuclear production, research, or development project. 

(f) On or used in connection with housing and residential projects. 

(g) On military installations (including any fort, camp, post, naval training 
station, airfield, proving ground, military supply depot, military school, or any 
similar facility of the Department of Defense). 


or for 
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(hk) On Veterans’ Administration installations used for hospital or domiciliary 
purposes. , 

(7) Acquired by lease by Post Office Department for post office purposes. 

(j) Acquired by lease by other Government agencies under authority delegated 
by GSA. 

(k) Which the President may deem, from time to time hereafter, to be justified 
in the public interest. 

2. General-purpose space.—Space in buildings under the control of GSA, in. 
cluding land incidental to the use thereof, which may be suitable for the use of 
agencies generally, as determined by GSA. 

3. Special-purpose space.—Space in buildings under the control of GSA, in. 
cluding land incidental to the use thereof, which is wholly or predominantly 
utilized for the special purposes of an agency and not generally suitable for the 
use of other agencies, as determined by GSA. 

4. Related services.—Related services include rent, operation, protection, 
maintenance, repair, betterment, and alteration of buildings, and initial adjust- 
ment of space; providing necessary building equipment; and moving tenant 
agencies when assigned to space at the direction of GSA. 

5. Tenant agency.—Any agency occupying space in a building for which GSA 
has the responsibility for the functions of operation and maintenance. 

6. Occupant agency.—Any agency occupying space in a building, under the 
control of GSA, for which GSA does not have the responsibility for the functions 
of operation and maintenance. 

7. Maintenance—To preserve or keep in an existing state or condition; to 
prevent a decline from that state or condition by periodic or occasional inspection, 
adjustment, lubrication, cleaning and making necessary minor repairs. Ordinary 
maintenance is that routine recurring work which is incidental to everyday 
operations. Preventive maintenance is that work which is programed at sched- 
uled intervals. 

8. Repair and betterment.—A repair is the restoration of a facility to a condition 
substantially equivalent to its original state and efficiency. The distinction is 
made that whereas maintenance is preventive, repairs are curative. 

Repairs may involve replacement of component units in whole or in part where 
the new unit substituted is no better than the old one was when it was acquired. 
Routine and incidental replacements of parts constitute ordinary repairs; extensive 
replacements of parts constitute extraordinary repairs. 

A betterment is a substitution where the new unit is better than the old one 
was when it was acquired. The term betterment may also include actions 
referred to as modernizations. 

9. Space adjustments.—A rearrangement of space, or relocation of equipment, 
which does not increase building capacity or improve its quality. A space 
adjustment is made usually to accommodate a specific agency operation or to 
permit the most efficient use of space and facilities. 

10. Alteration.—(a) Extension: An addition, enlargement, or expansion of an 
existing building which results in an increase in capacity. 

(b) Conversion: Includes the redesign, remodeling, and conversion of a building 
from one use to another, i.e., hospital or warehouse to office space. 

11. Public improvement.—The term public improvement is of statutory origin 
and has a meaning peculiar to the law. (See sec. 3733, Revised Statutes, 41 
U.S.C. 12). A public improvement is interpreted to include any alteration, and 
such betterments and extraordinary repairs as will appreciably prolong the life 
or increase the value of a building. 

12. Legally available (as applicable to funds).—Specific agency appropriations are 
authorized for use for particular purposes, when there is (a) specific language 
therefore in an appropriation act or in a substantive statute to which the appro- 
priation act is related or (b) adequate support for the use thereof in the legislative 
history of the appropriation act, notwithstanding the availability of general 
appropriations to GSA for similar purposes. Evidence of legal availability will 
be established, when required, by certification from the requisitioning agency to 
GSA. 


C. STANDARD PRACTICES IN THE MANAGEMENT AND SERVICING OF BULLDINGS 


The following standard practices are prescribed for carrying out the policy as 
outlined in A, above. These practices, which are similar to those followed in 
commercial building operations, are the basis for GSA appropriation estimates. 

1. General conditions.—Services and facilities made available to the agencies are 
subject to the following: 
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(a)' General purpose space and related services will be provided without cost to 
the tenant agencies occupying the buildings to the extent that current appropria- 
tions are adequate therefor. 

(b) GSA financed services, as set forth herein, are generally provided for 
occupancy of the building during the usual business hours (one shift) of a 5-day 
workweek, unless arrangements are made otherwise pursuant to A2(b). 

(c) Where air conditioning, fans, and water cooling units are not furnished by 
GSA, such equipment may be purchased, and accountability thereto retained by 
the tenant agency, when its appropriation is legally available, and if approved 
by GSA. Where approval is given for installation of agency-owned equipment 
the agency shall reimburse GSA for installation, maintenance, and repair. (For 
installation in the District of Columbia and area adjacent thereto, see 40 U.S.C. 
317.) 

(d) Funds for public improvements normally are appropriated to GSA and an 
agency may not finance the cost thereof in the absence of an appropriation legally 
available for the purpose. 

2. GSA financed services.—Subject to the general conditions above, the follow- 
ing services are provided by GSA without cost: 

(a) Installing, removing, and relocating partitions, and the physical moving of 
furniture and of office equipment within and between buildings when such services 
are required as a result of moves ordered by GSA in the assignment, reassignment, 
and control of space. 

(6) Rent for leased quarters. 

(c) Cleaning, including window washing and floor maintenance. 

(d) Electric current, water, and heat. 

(e) Normal protection or guarding. 

(f) Operation, maintenance, and repa‘r of elevators and electric, heating, air 
conditioning, ventilating, refrigeration, plumbing, and sewerage systems. 

(g) Repair, betterment, alteration, and necessary building equipment in Gov- 
ernment-owned buildings. 

(hk) Repairs to leased buildings and building equipment, including periodic 
painting. 

(i) Maintenance of grounds, including approaches, sidewalks, and roads. 

(j) The furnishing and maintenance of building equipment, such as directory 
and bulletin boards at the main entrances, clocks, door closers, water coolers, 
electric outlets for normal office use, door keys and changing locks except for 
security purposes; door title cards and holders; and window shades or venetian 
blinds. 

(k) Refinishing of floors and laying of floor covering, such as linoleum or tile. 

3. Reimbursable services.—In accordance with the general conditions above, no 
provision is made in the appropriation estimates of GSA for the following services. 
Consequently, agencies should arrange to have funds therefor provided in their 
appropriations and GSA will furnish such services on a reimbursable basis (see 
Comptroller General’s Decision B—138598 of May 13, 1959). Expenses of pro- 
viding services of the types described in paragraphs (a), and (c) through (7) below 
may normally be reimbursed to GSA out of funds appropriated to tenant or 
occupant agencies without specific appropriation language or legislative history 
authorizing or supporting such expenditures, except as may be required by the 
provisions of section 3733 of the Revised Statutes (41 U.S.C. 12). 

(a) Services which are over and above the GSA-financed services prescribed 
in C.2., and which are performed for the convenience of and at the request of 
tenant agencies, such as the installation, removal, and relocation of partitions, 
electric outlets (subject to approval of buildings manager), the installation of 
annunciator and buzzer systems, and the moving of furniture and office equipment. 

(b) Security guarding and protection of classified records and property, when 
specifically provided in an agency’s appropriation. 

(c) Installations, operation, and maintenance of burglar alarms and other auto- 
matic protective devices and systems for security protection due to the special 
nature of an agency’s activities. 

(d) Utilities for specialized installations, such as food storage, preparation, 
and serving in cafeterias and lunch stands (except authorized stands operated by 
the blind), printing, duplicating, photographic plants, laboratories, electronic 
computers, machine installations, and the like. 

(e) Construction, installation, operation, maintenance, and repair of special 
equipment and space adjustments required in buildings as a result of such in- 
stallations. 


(f) Construction, installation, and maintenance of exhibits. 
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(g) Washing and polishing furniture and cleaning inside file cabinets, bookeases, 
desks, and other personal property. 

(h) Space adjustments in buildings for scientific, laboratory, or for other special- 
ized purposes, including installation of ventilating and temperature and humidity 
control equipment. 

(i) Service of motion picture operators and other personnel required in the uge 
of auditoriums and conference rooms. 

4. Newly constructed buildings——(a) The following services and equipment are 
provided by GSA without cost to prospective occupants of new buildings con. 
structed out of funds appropriated to GSA, including panes, ncquees by 
purchase-contract arrangements under title I, Public Law 519, 83d Congress 
(68 Stat. 518): 

(1) Payment of principal, interest, and taxes under purchase-contract. 

(2) The usual built-in and fixed building equipment, including courtroom 
equipment where applicable, and such miscellaneous items as directory and 
bulletin boards in public space, water coolers, wall fans, and venetian blinds, 

(3) Moving and installation of existing special equipment, such as labora- 
tory, clinical, and protection equipment. 

(4) Moving of furniture, furnishings, and office equipment in use to tempo- 
rary space or new buildings. 

(5) Space for interim occupancy for agencies temporarily displaced to 
make way for construction. 

(b) To the extent their needs are made known by prospective occupants, it is 
the policy of GSA to include built-in and fixed equipment for laboratory, clinical, 
and other purposes, levelators and platform scales. 

5. Furniture and furnishings.—Each agency, unless otherwise provided by 
statute, will be responsible for financing its furniture and furnishings requirements 

t alllocations. In this connection, to the maximum extent practicable, require- 
ments shall be met from excess stock including rehabilitated equipment, even 
though such items may not conform to present standards. 


EXCLUSION OF CONTROL OVER VETERANS ADMINISTRATION INSTAL- 
LATIONS USED FOR HOSPITAL OR DOMICILIARY PURPOSES 


Mr. Tuomas (reading): 


On Veterans’ Administration installations used for hospital or domiciliary 
purposes— 
that exclusion does not exclude you from having jurisdiction over the 
warehouses. Do you have it? 

Mr. Fioete. This reflects the exact language of the Public Buildings 
Act of 1959, Public Law 86-249. It is exactly as contained there, 

Mr. Tuomas. The only exclusion as to VA properties is hospitals 
or administration facilities or domicilary facilities. 

Mr. Osrrertac. What else is there? 

Mr. Tuomas. Warehouses. VA has three big ones. 

Mr. Forres. We think warehouses for VA should be built by GSA 
if they required new ones. 

Mr. Tuomas. According to this agreement and the restatement of 
your authority it appears that you have it. 

Mr. Fiorre. Yes 

Mr. Tuomas. Not only construction, but management of it. 

Mr. Fioretre. No. My statement relates to construction and 
alterations. I don’t think that operation of the warehouses is implied. 

Mr. Tuomas (reading): 

With respect to buildings under its control 


you have got control after you have constructed it, if I read the 
language correctly. Is that what it means? 

Mr. Turprn. Yes, sir; as to maintenance and alterations, this 
language is intended to apply generally to the management and 
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control of buildings, Mr. Chairman, and the terms parallel those 
included in the Public Buildings Act of 1959, which did apply to 
new construction and alterations. We are just using the same termi- 
nology in this document to be consistent with the new act. 


Buitpincs MANAGEMENT 


Mr. Tuomas. Let us look at buildings management and the break- 
down and detail of it. 


Mr. Reporter, put pages I-17 and the chart, I-18, I-19, and I-20 in 
the record. 


(The pages follow:) 


1. Buildings management 


Amount Average em- 


ployment 


Ceee.......-.... 


| 

| 
ieee aa ean nae eo SRE» RE ee | $146, 7 739, 000 | (1) 
ere eee a eR oe teas Reena eee +15, 050, 000 | 
Rs 25 Je e3 ee | 161, 789, 000 | 


All employment shown under buildings management fund. 


HIGHLIGHT 


“This activity provides for (a) rental, operation, protection, and utilization of 
Government-owned, leased, and purchase contract space, as indicated in the 
following table: 


Average net square feet 


1959 actual | 1960 estimate | 1961 estimate 


Government-owned space __. nia Pee ee eae 5, O86, OOO 55, 563, 000 | 57, 606, 000 
Leased space TERI a : od a1 961, 000 22, 684, 000 24, 687, 000 
Purchase contract space-._. 69, 000 683, 000 | 1, 406, 000 


“(b) maintenance and operation of joint-use communication facilities; (c) protec- 
tion and maintenance of surplus and national industrial reserve properties; and 
(d) payments in lieu of taxes on certain properties transferred from the Recon- 
struction Finance Corporation. 

“The net increase for 1961 of $15,050,000 over the comparable amount 


for 
1960 is composed generally of increased workload with fixed costs as follows: 
Qperation and protection of Government-owned space - - - -- ; $3, 948, 200 
Rental, operation, and protection of leased space _ - 4, 989, 000 
Cost of space supplied to other agencies, reimbursable in 1960 4, 000, 000 
Operation and protection of purchase contract space 1, 102, 800 
Planning for Federal Civil Agency Communications System 210, 000 


Employee health benefits 800, 000 


Total ; 15 050, 000” 
From the budget for 1961. 


Cleaning and related building services are provided for in the 1961 estimate at 
the same level as provided in 1960. 

Cleaning and janitorial work is currently performed under commercial contract 
in 24 public buildings, each having a net floor area of 100,000 square feet or more 
and some 471 smaller buildings or spaces. These figures are exclusive of contracts 
which cover window washing only in approximately 274 locations. The total 
space cleaned by contract is now approximately 12,400,000 net square feet, 
exclusive of owner-serviced leased space. Some savings have been effected 
through contract cleaning and are reflected in the estimates. There is included 
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in the GSA legislative program a proposal for 5-year contracting authority for 
cleaning and other building services. Enactment of this le sgislation should permit 
a gradual increase in contract operations through assured longer periods of work, 
resulting in increased economy to the Government. 

No provision has been made in 1961 for cost of wage board rate increases e ffeeted 
during 1960 or for those increases to be effected during 1961. The financing for 
these costs will be requested in supplemental estimates during 1961. 

The following table sets forth the workload, unit costs, and performance costs 
by subactivities for 1959, 1960, and 1961 for the total program under this activity, 
It reflects application of increases of $15,050,000 in the 1961 estimate over com. 
parable amounts for 1960, each of which is explained in the narrative justification 


which follows. 


J 


Summary by asubactinstys showntnan annekl)nn. 
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JUSTIFICATION 


(a) Operation and protection of Government-owned space, $3,948,200 

(1) Additional space, Government-owned (net), $3,148,200.—Provides for servie- 
ing (a) 26 newly constructed buildings to be completed progressively during 196] 
and the annualization of 17 buildings completed during 1960 totaling 1,585,090 
average net square feet of space costing $2,376,000, and (b) buildings presently 
housing postal and other agency activities which are to be vacated by the Post 
Office Department and transferred to GSA for general purpose use totaling 708,000 
average ret square feet of space costing $1,072,200. These increased costs are 
partially offset by a reduction of 250,000 average net square feet of space at 
savings of $300,000 made possible by the completion of the new buildings, 

(2) Increased utilities cost, $800,000.—Provides for increased electrical consump- 
tion resulting from additional electrical equipment required by Federal agencies 
such as electronic computers and from new air conditioning equipment installed 
in Government-owned buildings. 


(b) Rental, operation, and zrotection of leased space, $8,989,000 

(1) Space reimbursable in 1960, $4 million.—Provides for appropriation directly 
to GSA for rental and related building services for 1,390,000 net square feet of 
space furnished to Federal agencies on a reimbursable basis in 1960. Comparable 
reductions have been made in the 1961 estimates of the other agencies so no in- 
crease in overall Government costs will result. See exhibit A for list of space by 
agency. ; 

(2) Increased rental costs, §1,054,000.—Provides for increased rental rates upon 
renewals of leases for space presently on board and in new leases providing sub- 
stitute space for agencies. 

(3, Additional leased space re quirements (net), $3,935,000.—Provides for (a) an 
additional 1,564,000 net square feet of leased space, at a cost of $6 million needed 
by Federal agencies to meet increased program requirements. (See exhibit B. 
These requirements have been reported to and reviewed by GSA as prescribed in 
GSA Regulations 2—II—202.01, and have been adjusted to reflect allowances 
approved by the Bureau of the Budget; (b) $235,000 for 56,000 average net square 
feet of space for Internal Revenue Service in Baltimore, Md. _ Initial cost for 
servicing this new building containing 140,000 net square feet and costing 
$620,000 annually was provided only for a portion of the year in 1960; and (¢ 
reduction of 1,007,000 average net square feet of space costing $2,300,000 for 
rental and servicing due to the completion of new construction progressively 
during 1961. 

(c) Operation and protection of purchase contract space, $1,102,800 

Provides for the operation and protection of the Omaha, Nebr., Federal building 
to be completed in August 1960 and the annualization of 20 buildings completed 
during 1960, totaling 723,000 average net square feet. These new buildings will 
provide a total of 1,325,700 net square feet of space costing $1,988,600 annually 
to operate, maintain, and protect. 


(e) Temporary space and moving costs incident to new buildings 

Provides an increase of $500,000 for rent, alterations, ete., incident to setting 
up temporary quarters for agencies that must be moved to make way for demoli- 
tion due to new building construction, and for moving agencies into temporary 
space and/or completed buildings, less an offsetting decrease of $500,000 for furni- 
ture required for initial occupancy of these new buildings. Iffective with the 
1961 fiscal year it will be the responsibility of the occupant agencies to budget for 
such furniture; therefore, no funds are included in this estimate for this purpose, 
f) Planning for Federal Civil Agency Communications System, $210,000 

To continue the program started in 1960 at the direction of the President to 
perform the advance planning and engineering studies necessary in connection 
with the establishment of a Federal Civil Agency Communication System, to bi 
operational by July 1962. This will require an extensive and detailed survey of 
the requirements of the participating agencies in the fields of voice, teletype- 
writer, facsimile, and other forms of communication; a detailed design of th 
new Syst m:; determination of costs of the present operations of the agencies 
and of the new System; resolution, with the utility companies and with the 
participating agencies, of problems of operating, control, and financial procedures 

Current plan is to merge existing communications facilities of civil agencies 
except special purpose facilities, such as those of FAA, FCC, State Department 
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TVA. National Warning System (OCDM), marketing news service (Agriculture), 
and Weather Bureau, with the new System when it is initiated. 


(i) Employee health benefits, $800,000 


To provide for the Government’s share of costs for the new health benefits 
program to be initiated on July 1, 1960. 

Although no change is proposed in 1961 over 1960 in total fund requirements 
for “Maintenance of industrial reserve and surplus properties” and ‘‘Payments in 
lieu of taxes,’”’ the usual detail by property is reflected in exhibits C and D 
respectively. 

EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet 

Personal services—No personal services for this item are paid directly from 
appropriated funds. Such costs are initially paid from the buildings management 
fund and are reflected below under other contractual services 

Travel £206,000 based on 8,130 days at $23 per travel day for normal direction 
and supervision of building operations throughout the country, plus $13,000 for 
local streetcar and other public transportation costs. 

Other contractual services $160,804,.600 for all costs in connection with the 
buildings management activity except travel, office furniture, equipment, and 
payment in lieu of taxes. The initial charge for costs under this object is made 


in the buildings management fund and reimbursed from this appropriation. 


Equipment S300 000 provides for normal replacements of cafeteria equipment 
and GSA office furniture where such replacements cannot be made from usable 
excess. 

T axe ; and assessments S484 100 to provide for payme mt of real property 
taxes On certain properties transferred from the Reconstruction Finance 


Corporation. 
Mr. Tuomas (reading): 


This activity provides for (a rental, operation protecti 


yn, and utilization of 
Government-owned, leased, and purchase contract space 


We asked how many dollars you were paving for rent in 1960 and 
1961; vou came up with a figure of about $56 million. Your record 
shows $55,563,000 for 1960 and $57,606,000 for 1961. That is not a 
complete figure. Your entire rental bill where contribution is made 
by other agencies brings up vour total rent bill to around $76 million 
for 1961; is that correct? 

Mr. Turpin. That is correct, sir. 


INCREASES OVER 1960 


Mr. Tuomas. You break it down here. You set out the net in- 
crease for buildings management over last year of $15,050,000. That 
is broken down into operation and protection of Government-owned 
space, $3,948,000; rental and operation of leased space, $4,989,000, 
around $5 million; cost of space supplied to other agencies, which was 
reimbursable in 1960, $4 million; operation and protection of purchase 
contract space, $1,102,800. 

This is one of your biggest activities. Could you get along with 
the same amount of money you had last vear, Mr. Floete? 

Mr. FLorrr. No. We need more to meet the requirements of our 
tenant agencies. 

Mr. Tuomas. Could you get along with the same amount? Look 
at all of these new buildings coming in. All you will have to do is 
clean them and operate them, et cetera. 

Mr. Turpin. Mr. Chairman, these are the requirements that have 
been identified this year. For example, on the space that was re- 
imbursable last vear, such space has been excluded from the budget 
of the other agencies and has been included in this estimate. 
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Mr. Tuomas. That is $4 million; is it not? 

Mr. Turpin. Yes, sir. Then a net of $4 million is needed for 
additional leased space, based on requirements submitted by var- 
ious Federal agencies and approved by the Bureau of the Budget. 

Mr. Tuomas. You are going to get added authority from the 
Bureau of the Budget. You will step in and we figured it out this 
morning; you are going to save. 

Mr. Turpin. I think that is correct; we did talk about it this 
morning, Mr. Chairman. 

Mr. Tuomas. If my arithmetic is right that gives you a million 
dollars more than you had last year. You will make a million dollars 
through savings. 

Mr. Turpin. Mr. Chairman, there will be opportunity, probably, 
to make some of the savings that were discussed this morning, but 
before those savings could be made, there would have to be space 
prepared. If we find vacant space that can be used it has to be 
renovated before the agencies move into it—that takes time before 
we will realize the savings. It would have little effect on 1961 require- 
ments. 

Mr. Tuomas. Under your new agreement you are not setting them 
up in business any more, are you, with furniture? 

Mr. Turprn. No, sir; they are providing their own furniture. 

Mr. THomas. How much did you save by that? 

Mr. Turpin. There is a reduction in our estimate this vear of 
$500,000. 

Mr. Tuomas. This table on page I-18 | have marked “ Fantastic” 
but I am sure it is realistic. It is already in the record. I do not 
know how you figure it, out from $1.271, $1.246, but it shows your 
unit cost. I guess it takes a lot of arithmetic. You made these 
charts about 6 months ago. How much guesswork is in this chart? 
This is a work of art. Is it about 15 percent? 

Mr. Turpin. There is not any guesswork in these tables, Mr, 
Chairman. A similar table has been in our estimates each vear, 

Mr. Tuomas. There is no guesswork in the tables, and if the ageney 
would live up to the way vou write it, it would be all right. They 

don’t live up to it, do they? That is where the guesswork comes in. 


REQUIREMENTS FOR ADDITIONAL SPACI 


Mr. Turpin. The requirements indicated in here for additional 
space have been reviewed in detail by the Bureau of the Budget. 

Mr. THomas. You have additional space owned oy the Govern 
$3,148,000. lt 


Provides for servicing (a) 26 newly constructed buildings to be completed progres- 
sively during 1961 and the annualization of 17 buildings completed during 1960 
totaling 1,585,000 average net square feet of space costing $2,376,000, and (b 
buildings presently housing postal and other agency activities which are to be 
vacated by the Post Office Department and transferred to GSA for general 
purpose use totaling 708,000 average net scuare feet of space costing $1,072,200 
These increased costs are partially offset by a reduction of 250,000 average net 
square feet of space at a savings of $300,000 made possible by the completion 
of the new buildings. 
INCREASED UTILITY COST 


Then you have your increased utility cost of $800,000. You mean 
that is just more of it or an increase in unit cost? 
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Mr. Turpin. That particular figure, Mr. Chairman, is an increase 
in our utility cost and is based on information that we receive from 
our respective regional offices 

Mr. Tuomas. That is a pretty sizable increase, it it not, in your 
utility cost? We had the Federal Power Commission in here not 
long ago and it was their testimony that generally power rates were 
going down all over the country rather than going up. Does that 
apply to telephones, too? 

Mr. Watuace. There was a 7-percent rate increase in the District 
of Columbia in 1960, or $406,600 right here in Washington, D.C. 

Mr. Tuomas. Seven percent. 

Mr. Wauuace. Yes, sir. 

Mr. Tuomas. For the same quantity that you had last year? 

Mr. Watiace. Not quite that, sir, because we are using more on 
account of the air conditioning we put in and additional electrical 
equipment. 

Mr. Tuomas. Is there a 7-percent increase in unit cost or are 
there more units? 

Mr. Wauuace. There was a 7-percent increase last year in the 
District of Columbia—— 

Mr. THomas. Was that unit cost or more units, the 7 percent? 

Mr. Watutace. That was the rate increase. Then there is another 
item for increases due to air conditioning. 

Mr. Ostrertaa. Is the rate increase 7-percent? The rate increase, 
then, accounts for the overall increase rather than added consump- 
tion? 

Mr. Watrace. Not quite. The increase of $800,000 for 1961 for 
increased electricity costs includes a net of $200,000 due to rate 
increases, $200,000 due to air-conditioning installations and $400,000 
to cover Increased consumption, nationwide. 

Mr. Tomas. You have an additional leased spnxce requirement 
here of $3,935,000, showing about 1,564,000 square feet, at a cost of 
$6 million needed for Federal agencies to meet increased program 
requirements. Are these firm figures now? 

Mr. Wauuace. Yes, sir; I have a breakdown on them. 

Mr. Tuomas. The agencies haven’t moved. They haven’t made 
moving agreements, You mean this is as firm as it possibly can be 
until they actually move? Moving costs are $500,000. Then you 
have employees’ health benefit program, $800,000. It all runs into 
money. 





BuitpInc MANAGEMENT FUND 


Take your building management fund. 
Put pages I-27 and I-28 in the record. 
(The pages referred to are as follows:) 


GENERAL STATEMENT 


“This fund finances, on a reimbursable basis, buildings management activities 
consisting of: Management, rental, operation, and protection of Government- 
owned and leased space in and outside the District of Columbia for housing 
Federal agencies; recurring repairs to Government-owned space under jurisdiction 
of General Services Administration; operation of joint-use commucation facilities; 
protection and maintenance of excess and surplus properties; and maintenance and 
repair of sites or improvements thereon reserved for future construction of Federal 
buildings, including operation of space occupied by commercial tenants; and other 
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related building services (66 Stat. 594). Retained earnings resulting from 
operations, after making provision for prior year losses, if any, are paid into the 
Treasury as miscellaneous receipts. 

“Operating costs for 1961 are estimated at $316.2 million, a net increase of 
$54 million over 1960, due mainly to work in space occupied by the Post Office 
Department. 

“1. Buildings management: (a) Operation and protection of Government-owned 
space.—Provides for operation and protection of 80,906,000 average square feet 
of space in 1961 compared to 78,363,000 square feet in 1960 and 77,917,526 square 
feet in 1959. The change from 1960 reflects additional space to be serviced due to 
construction of new buildings and certain space presently housing postal activities 
which is being vacated by the Post Office Department. 


‘““(h) Rental. ope ration, and protection of leased space Provides for 38 187,000 
average square feet in 1961 compared to 36,984,000 in 1960 and 36,483,969 in 
1959, based on currently projected programs of Federal agencies 

““(c) Operation and protection of purchase contract space Provides for 1,406,000 


average square feet in 1961 compared to 683,000 in 1960 and 128,403 in 1959, 
The increase over 1960 provides for operation and protection of the post office 
and courthouse building at Omaha, Nebr., to be completed early in 1961, and full 
year costs of 20 buildings scheduled for completion during 1960. 

“2. Moving and space alterations——Provides for minimum of moving and 
related alterations based on experience factors derived from buildings management 
operations. 


“3. Temopora space and moving costs incident to new bui Provides 
rents, alterations, ete., incident to setting up temporary quarters for agencies 


that must be moved to make wav for demolition due to construction and moving 


agencies into temporary space or completed buildings. No provision is made for 
furniture requirements incident to occupancy of new building ffective July ] 
1960, the furnishing of such buildings becomes the responsibility of occupant 


agencies, 


“4. Operation of communication facilities Provides for management and 
operation of telecommunication services and facilities for use of Federal agencies, 

“5. Protection and mainlenance.—Provides for protection and maintenance of 
excess and surplus properties. 

“6. Maintenance re pairs Provides for day-to-day maintenance to General 


Services Administration operated buildings, Public Health Service hospitals, and 
other Government buildings under jurisdiction of General Services Administration, 





4. Securtty quar 7.— Provides extra guarding service for othe! encies where 
specifically authorized by la 
“8 Oneration and maintenance of sites held f 600 Provides for 
maintenance and repairs of site Oo! mproveme! tnereon res ed for Tuture 
construction oO} Federal | tildings, and operat i) Ot space CCUD Ie 1 | v ( ninerciai 
tenants 

ae J ob o7 le bo Provide 3 fc rspecial vices a lj KD? el { 1 I lildings 
for General Ser es Administration and other agenet Tner S¢ S60 and 
1961 are principally for work wl will be performed for the Post Off Depart- 
ment in connection with its modernization program. 

“10. Othe Provides for program supervision of yrovement 
operations as distinguished from architectural and de n acti f nitially 
financed from the construction services fund, and utilit er f hed in 
the District of Columbia to buildings oy ed } othe I m the 


budget for 1961. 
ANALYSIS OF REVENUE BY SOURCE, 1959 


Mr. THomas. How much money is in your building management 
fund? Keep it separated from operating expenses, PBS. Put 
table I-29 in the record. 

(The page referred to is as follows: ) 
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BuILDINGS MANAGEMENT FuND, GENERAL SERVICES ADMINISTRATION 
ScHEDULE A.—Supplementary analysis of revenue for 1959 by source 


GSA appropriations: 
persnng expenses, PBS. ..-....-.......----..-- a ancwa SLO are, we 
Repair and improvement - - - -- eek ra eidebiw theta eee 24, 193, 922 
Strategic and critical mate Wier ied bat ails ies olka 3, 927, 434 
Expenses, supply distribution - - ---------- ee ae 3, 100, 186 
CEEOLG CANGNNOR. VR ERE sc 5 nce S See sanunnasennounecdnna 1, 040, 727 
IOUT NN an ss listo es a eel cc lee wie 199, 884 


Revolving fund, DPA_---- et Ee Te 284, 240 
Administrative ope rations fund__.___-___- ee ae ee 85, 875 
Gperating expenses, Br — 8 SS it en bh ihe 73, 724 


Minor amounts from I TONNE 8 cree see ho ee b xo 183, 071 
GSA transfer accounts from other agencies_____.._____----- 786, 305 


Income from GSA appropriations___----__---- nn tpcee 169, 154, 176 





Income from other agencies: 
Executive Office of the President _ _- eee 34: 
as 52 cet at a aes tie sic wien thcpusirie th ae es Tapes tag eas cao 222, 350 
SRO i on ade cad tee aah : 337, 826 
Department of Agriculture 
Department of Commerce 
Department of Defense___--- - al eae . ‘ 
Department of Health, E ‘ducation, and Welfare._.._______- 9, 444, 945 
Spepercmment Of Interior... ......-..256-6---- lone nee 2, 021, 841 
Department of Justice 
Department of Labor. ............-. fe 
Post Office Department Ite a Oe hare e 12, 759, 603 
Department of State. ................. , aioe 508, 249 
Department of the Treasury _ - : See ao a cae 3, 942, 702 
Independent agencies and others: 
Atomic Energy Commission-.-._.........-......-...... 1, 699, 320 
Central Intelligence Agency__- a : Sahat 2, 833, 249 
Civil Service Commission_--- er eg ae 371, 767 
Classified locations. ; te : = 599, 909 
District of Columbia_ : teen cease 392, 630 
Exnort-Import Bank of W ashington. a Mo : 97, 621 
Federal Aviation Agency hs is : ; 1, 534, 362 


Housing and Home Finance Agency aeons ae 4, 219, 108 
International Cooperation Administration _ _ - : 1, 655, 001 
National Advisory Commission for Aeronautics__ 214, 345 
National Labor Relations Board__- ; 247, 312 
Offce of Civil and Defense Mobilization__ : 679, 242 
Railroad Retirement Board_---_- ; . 803, 143 
Selective Service System______--- : : ; 109, 439 
Small Business Administration _ _ - 452, 365 
Smithsonian Institution — -- 163, 394 
U.S. oe ation Agency______-_- ; 320, 286 
Veterans’ Administration r 1, 188, 111 
Minor amounts from 47 other agenc ies and sources 1, 644, 526 
Income from other agencies- _ - 70, 265, 661 
Subtotal Shea 3 239, 419, 837 
Other income __.- ie = ; 886, 033 
Total, building-management fund income, 1959 (revenue) 240, 305, 870 


Mr. THomas. You use a figure up here of $169,154,176 appropriated 
funds and the difference between that and $240,305,870 is what you 
receive from other agencies in your building management fund; is 
that it? Your building management fund is made up of a good many 


items of nonappropriated funds to you that are appropriated to the 
other agencies. 
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Mr. Turprn. That is correct, sir. That shows up on page I-31, 
Mr. Toomas. What about I-29? 

Mr. Turpin. I-29 is the total revenue to the building management 
fund for 1959 broken down between GSA appropriations and other 
agencies. 

Mr. Tuomas. Is that the most complete figure you have on 1959? 


Mr. Turpin. Yes. 
STATEMENT OF EXPENSES, 1959~-61 


Mr. Tuomas. What about the table on I-30? 

Mr. Turpin. The table on page I-30 shows the total operations 
under the buildings management fund for 1959, 1960, and 1961. 

Mr. Tuomas. You have total expense, $316,167,000 for 1961, 
How much of that is appropriated directly to the GisA? 


Mr. Turpin. $161,304,600 comes from the OF, PBS appropriation, 
and $156,431,000 comes from other agencies or approp! tations 
Mr. THom AS Is that the diffi rence betwee! operatl gy expense of 


public buildings, $170.5 million and this big difference? Is that the 
difference? Are there any other items in it 

Mr. Turprx. No, sir. The figure from OEPBS in the building 
management fund of $161,304,600 compares with the total item for 
buildings management in the OE, PBS appropriation which is $161,789,- 


000. The difference of $484,400 represents payments in heu of taxes, 


» 


which are not financed through the fund 
Mr. Tuomas. Let us put this chart, I-30, in the record. 
(The page referred to is as follows: ) 
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Mr. Tuomas. I-31 does not add anything to it, does it? 
Mr. Turpin. No, sir. 


ACQUISITION AND DISPOSAL 


Mr. Tuomas. Acquisition and disposal. 
inthe record. We might include I-41. 
(The pages referred to are as follows:) 


Put pages I-39 and I-40 
That gives you other objects. 


Average employment 








Amount ili 3 eect hangman 
Department Field Total 
1960... ta 2 gs ae $2, 830, 000 62.8 249.0 311.8 
Change Escno ces ven +127, 000 8 +11.0 +10. 2 
1961 f hex. eters 2, 957, 000 62.0 | 260.0 322.0 
HIGHLIGHT 


“This activity provides for (a) acquisition of real property by lease, purchase, 
exchange, or donation, and management of available building sites pending con- 
struction; (b) utilization of excess and disposal of surplus and national industrial 
reserve property; and (c) appraisal services, including the procurement of apprais- 
als under contract”’ (from the budget for 1961). 

An increase of $127,000 in 1961 over 1960 is requested to provide (1) $83,900 
for 13 additional positions which are needed to expedite accomplishment of the 
continuously increasing workload; (2) $25,100 for paid advertising to foster com- 
petitive bidding in leasing space; and (3) $18,000 for contribution to the health 
benefits fund. 


Justification of the activity is made under three subactivities summarized 
below. 


Summary of performance cost 


1959 1960 1961 
Acquisition ._- : ’ ‘s : $1, 789, 790 $1, 483, 300 $1, 526, 200 
Disposal oa 905, 261 935, 900 969, 500 
Appraisal 421,170 410, 800 461, 300 

Total cost or estimate... papetbneteede : x 3, 116, 221 2, 830, 000 


2, 957, 000 


JUSTIFICATION 
a) Acquisition Under this subactivity real property or interest therein is 
acquired by purchase, condemnation, lease, exchange or donation; arrangements 
ure made for the productive use of available sites pending construction through 


licenses, leases, ete.; and real estate data are provided as required in connection 
with community space surveys. 


1959 1960 1961 


lotal cost or estimate 


$1, 789, 700 $1, 483, 300 
Average square feet under lease 


$1, 526, 200 
. 36, 483, 969 36, 984, 000 


38, 487, 000 


b) Disposal.—Under this subactivity all real and related personal property 


reported excess to the needs of executive agencies is screened against the needs 
of Federal agencies and is transferred or temporarily assigned for further utilization 
where appropriate. Iixcess properties for which no further Federal requirement 
exists are determined to be surplus. Surplus properties are inspected, appraised, 
and disposed of with or without monetary consideration for public purposes as 
authorized by existing legislation and otherwise, and by sale either directly by 
the Government or through private contract brokers and auctioneers. 


Pending 
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disposal, surplus properties are leased where appropriate. Properties in inventory, 
as well as properties sold subject to mortgages, are inspected periodically and 
within legislative authorization, payments in lieu of taxes on certain properties 
are administered. 


1959 1960 1961 


Total cost or estimate __. lec “= $905, 261 $935, 900 $969, 500 


The total cost or estimate shown above for this subactivity does not include 
the cost of contract appraisals, auctioneers’ and brokers’ fees, advertising, and 
surveys relating to the utilization of excess and disposal of surplus properties, 
Such costs are financed from the proceeds of disposal. Disposals of surplus 
properties, including sales, disposals under other provisions of law, assignments, 
etc., are estimated at 585 in 1960 and 645 in 1961, compared to 560 actual in 
1959. A summary of the total financing, workload, and accomplishments for the 
disposal subactivity is presented on page 1—42. 

The following tabulation summarizes sales accomplished by the staff under 
this subactivity and by brokers and auctioneers supervised thereunder, and rental 
income from surplus and National Industrial Reserve properties 


Summary of sales and rentals 





1959 } 1960 1961 
Selling price.......... ed ieee ee a oe ...---| $30,639,100 | $50,000,000 $55, 000, 000 
I I lk td wb cenibale : idbiebenchddes 3, 434, 800 | 4,000,000 | 4, 000, 000 
a sennesiealtit atiamtaennidias 34, 073, 900 54, 000, 000 59, 000, 000 





Income from mortgage principal and interest payments on prior years’ sales 
are estimated at $10 million in 1960 and 1961, respectively. The balance of 
principal due on mortgages from sales of surplus real property amounted to $69 
million as of February 28, 1959. 

Appraisal.—Under this subactivity staff appraisal services are provided in 
conjunction with (1) the acquisition and disposal activities of GSA; (2) requests 
made by other Federal agencies; (3) damages when the United States is involved 
in litigation; (4) insurable value of properties; and (5) compensation, if any, to 
be received by the United States for the partial release of mortgages or other 
encumbrances. 


1959 1960 1961 


Total cost or estimate Cie te aera $421, 170 | $410, 800 $461, 300 





Cost of contract appraisals normally used for site acquisitions for new con- 
struction, extensions, and remodeling and for disposal of surplus real and related 
personal property are financed by the respective programs involved. 

Appraisal accomplishments under this subactivity are as follows: 





| 1959 8«=6©| ~— 1980 1961 
Appraisals made by staff ; clash ttli dalam ania tine 611 | 773 | 834 
Contract appraisals administered. _...._........-.-.-..-...--- 531 493 657 
BE boon Fcasabeopardemieaaaer | 1, 142 1, 266 1, 491 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 
Personal services and staffing —$2,309,500 provides for 325 positions distributed 


as follows: 


1959 1960 1961 





|Depart-| Field | Total |Depart-| Field | Total |Depart-| Field | Total 





ment | |} ment | ment 
——|—_—_|— i | : on = 

(a) Acquisition............. 20.0 | 136.0 156. 0 20.0} 133.0 153.0 20 135 155 
i etnancmedessone 32.0 | 86.0 118.0 33.0 84.0 117.0 34 87 121 
(c) Appraisal sa dicadeiaiedll 9.0 32.0) 41.0) 9.0} 33.0 42.0 W 40 49 
- ———S —_ _ - —— . 

Total positions. -.-.. 61.0 | 254.0 | 315.0 62.0 | 250.0; 312.0 63 262 325 
Average employment... ; 58.9 245.9 304.8 62.8 249.0 | 311.8 62 260 322 


| 


Other objects.—$647,500, of which $242,000 is for contract appraisals of and 
advertising for property to be leased to the Government, and other contractual 
services, including $18,000 contribution to health benefits fund. 

The remainder of $405,500, or 13.7 percent of total estimate, includes: 

(1) $142,100 travel based on 6,178 travel days at $23 per day for staff ap- 
praisals, leasing, participation in space planning, inspections and investigations 
relative to disposal of surplus properties, other periodic inspections, ete. 

(2) $2,100 transportation; $58,000 communications. 

(3) $31,200 for reproduction, printing, ete., involving acquisition, disposal and 
appraisal documents, and procedural manuals and regulations. 

(4) $19,000 supplies; $1,800 equipment. 

(5) $150,000 contribution to retirement fund; $500 incentive awards; and $700 
FICA costs. 


Mr. THomas. (reading): 


This activity provides for (a) acquisition of real property by lease, purchase, 
exchange, or donation, and management of available building sites pending 
construction; (b) utilization of excess and disposal of surplus and national in- 
dustrial reserve property; and (c) appraisal services, including the procurement 
of appraisals under contract. 

Your expenses of acquisition for 1960 is $1,483,300. That goes 
up in 1961 to $1,526,200. Your disposal is $935,900 for 1960. It 
goes up to $969,500; appraisal is $410,800 and it goes up to $461,300. 
It is interesting here to show that 

An increase of $127,000 in 1961 over 1960 is requested to provide: (1) $83,900 
for 13 additional positions which are needed to expedite accomplishment of the 
continuously increasing workload; (2) $25,100 for paid advertising to foster com- 


petitive bidding in leasing space; and (3) $18,000 for contribution to the health 
benefits fund. 


SURPLUS PROPERTY DISPOSALS 
This information on I-40 is interesting: 


Disposals of surplus properties, including sales, disposals under other provi- 
sions of law, assignments, et cetera, are estimated at 585 in 1960 and 645 in 1961, 
compared to 560 actual in 1959. A summary of the total financing, workload, 
and accomplishments for the disposal subactivity is presented on page I—42. 

It shows a little increase. 

Where is that figure showing that you are going to reap $50 million 
this year? I had my finger on it a while ago. 

Mr. Forte. The top of page I-40. 

Mr. Tuomas. It is this tabulation: 1960, $50 million; 1961, $55 
million. I believe you stated you were getting 10 to 15 cents on the 
dollar, or 10 to 15 percent of acquisition cost so when you sell $55 
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million worth of property in 1961, you are selling that property that 
cost you how much? 

Mr. Turpin. $520 million. 

Mr. Tuomas. No, $750 million. 

Mr. Fioere. It is about 10 percent. 

Mr. Turprn. It varies. The properties estimated to be disposed 
of by sales during 1961 have an acquisition cost of $520 million. 

Mr. Tuomas. They cost $520 million and you sell for $55 million. 
If you had a big volume like that you woul 1 make more. 

Expenses, DisposaL or SurPLus REAL PROPERTY 

May I suggest that this item of disposal of surplus property, Mr, 
Reporter, back on page 1-117 be inserted in the record at this time, 
which shows expense of disposal of surplus properties, which re ally 
in fact ought to be added to this $2,957,000 as another $2 million. 
(The page referred to is as follows:) 


Expenses, disposal of surplus real and related personal property 


1960 aA a re ee $1, 400, 000 
Change -_-_- : es +- 600, 000 
1961 


De mn Let! ne Sosa ‘gla 2, 000, 000 
HIGHLIGHT 


‘Appraisers, auctioneers, and brokers familiar with local markets are used to 
accelerate the disposal of surplus real and related personal property. Fees of 
appraisers, auctioneers, and brokers and costs of advertising and surveying are 
paid out of receipts, subject to a limit of 12 percent of the proceeds of all disposi- 


tions within each year (40 U.S.C.A. 485(b)). Also paid from such proceeds is the 
direct expense in connection with utilization of excess real and related personal 
property (68 Stat. 1051). Sales by auctioneers amounted to $10.6 million in 1959 


and sales by both auctioneers and brokers are estimated at $20 million in 1960 and 
$25 million in 1961 

“Gross receipts from all sources were $38,924,996 in 1959 and are estimated 
to be $45 million in 1960 and $50 million in 1961.”’ (From the budget for 1961.) 


JUSTIFICATION 


In view of a continuously increasing surplus property disposal workload, other 
disposal methods are being supplemented by greater emphasis on disposal of 
purplus properties through contract realty brokers. Approximately one-half of 
the proposed increase of $600,000 in 1961 will be required to cover increased costs 
for fees of such brokers. The remainder will be required to cover increased costs 
for appraise ‘rs’ and auctioneers’ fees, and cost of advertising and surveying result- 
ing from incre ian disposal activity Properties sold by auctioneers totaled 67 
in 1959 and properties which will be disposed of bv both auctioneers and brokers 
are estimated at 80 in 1960 and 90 in 1961 

Distribution of costs by major category follows: 


1959 1960 1961 
Costs incident to surplus property $1, 014, 932 $1. 334, 900 $1, 900, 000 
Costs incident to excess property 65, 100 100, 000 
Total ; 1,014, 932 1, 400, 000 2, 000, 000 


Mr. Strawser. A summary of the total costs of disposals is shown 
on page I-42. 

Mr. Tuomas. Put that in the record. 

(The page referred to is as follows:) 
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Excess property 
Beginning inventory 
Increases during period 
Excess received (net 
Recalled from surplus 


Total excess for period 


Decreases during period 

Surplus determinations for GSA 
disposal 

Surplus determinations for holding 
agency disposal 

Transfers to Federal agencies 

Withdrawn by holding agency 

Disposal by special delegations 


Total decreases during period 


Ending inventor 


Surplus property 
Beginning inventory 
Increases during period 
Amendments to prior surplus 
determination for GSA dis 
posa 
Surplus determinations for 
GSA disposal 
Recalled from assignments and 
delegations 





Total surplus for period 


Decreases during period 
Disposals by sak 
Disposals by other provisions of 
law 
Assignments to DHEW 
Recalled from surplus 


Total decreases during period 


Ending inventory 


' The arithmetical result of increases and decreases in inventory 
cases shown in published inventory for same period because of segmentation of cass 
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1959 actual 


Number 
of cases 


168 


RSG 
74 


339 
197 
70 
76 
Q 


991 
137 
181 


560 
250 


346 





Disposal workload and accomplishments 


1960 estimate 


1961 estimate 


Acquisition| Number) Acquisition) Number) Acquisition 


cost 
(thousands 


671 


S35 


' 


of cases 


1,041 


4100 


385 
10 
940 


j 101 
1 2 (133 


346 


Does not 


cost 


(thousands) 


143 


049 


SOO 


MM) 


? Actual number of cases as shown in published inventory for same period 


Mr. THomas. 


of cases 


133 


1,000 
gO 


1,213 


cost 
(thousands 


$170 


528 


706 


60 
35 
10 
625 


310 


wree with total number of 
for partial disposals, 


That is for auctioneers’, brokers’, and appraisers’ fees. 


This $2 million is an increase of $600,000 over last vear. However, 


this $2 million is not appropriated funds while the other item is. 


Why the difference? 
YF Pr 
in 1961 


Mr. FLoete. 
Mr. THomas. 


yperties sold by auctioneers totaled 67 in 
disposed of by both auctioneers and brokers are estimated at 80 in 


By what authority is it? 


1959 and properties which will be 


It is specifically provided in the law. 
Read that section into the record at 


this 


1960 and 90 


time, 


Mr. Macomber. This is section 204(b) of the Federal Property and 


Administrative Services Act of 


All the 


property made by the 


separate tund in the Treasury 
Director of the Bureau of 
\dministrator 
excess property and the disposal of surplus property under this 


quarterly by the 
such fund bv the 


utilization of 


to 


1949: 


proceeds ot such dispositions of surplus, 
Administrator of General Services shall be 


Not 


more than an 
the 
pay the direct 


sudget 


real, and related personal 
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surveying. Such payments from this fund may be used either to pay such expenses 
directly or to reimburse the fund or appropriation initi: ully bearing such expenses 


Mr. Tuomas. Why were those fees for auctioneers and appraisers 
and advertisers excluded and the others not? 

What was the theory behind it? 

Mr. Macomsper. The fees are directly connected with the proceeds 
that are obtained. 

Mr. Tuomas. All of it is. 

Mr. Turpin. Mr. Chairman, the amount that is appropriated in 
“Oper: iting expenses, PBS’’, generally finances the staff of PBS that 
is engaged in the acquisition as well as the disposal of property. 
Under this authorit y we can use certain amounts, as approved by the 
Budget Bureau, to employ brokers and outside agents to assist us in 
disposing of the surplus real property, and avoid hiring permanent 
employees to handle a variable workload. It was considered more 
economical as well as technically advantageous. 

Mr. Tuomas. I understand the act reads like that. I was wonde ring 
what the philosophy was behind the act that set up that difference. 
It is all a part of the expense of selling your property. Advertising or 
brokers’ fees are like salaries and expenses in the central office. Each 
one of them is a step in the final process of getting rid of it. It all 
adds up to expense in disposal of vour property. There is no logic 
behind the separation. It is just written into the act. I wondered 
if there was any good reason that didn’t meet the eye for the 
distinction. 

DrsiGN AND CONSTRUCTION 


Mr. THomas (reading:) 


This activity provides for a small staff responsible for central direction of all 
programs involving design, construction, and remodeling of Federal buildings. 

Do you have some good architects in here? 

Mr. Fioete. | think we do. 

Mr. Tuomas. How many? 

Mr. Fiorerre. Twenty positions, representing top direction in the 
central office, including related clericals, are financed from this 
appropriation. 

Mr. Strawser. The total design and construction personnel, by 
source of financing, is shown on page I-45. 

Mr. Tuomas. For 1959, 1,018; for 1960, 1,013; for 1961, 1,088. 
How many of them are architects? 

Mr. Watuiace. We don’t have it broken down that way. We 
have mechanical, electrical, and structural engineers, and clerical po- 
sitions, as well as some architects. 

Mr. Tuomas. Put in page I-45. 

(The page refe rred to is as follows: ) 
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Summary of employment by source of financing 








——. 
| 
1959 1960 1961 
— 
| Aver- | Personal Aver- | Persona Aver Personal 
| Posi age services Posi age service Posi uge Services 
tions jemploy- cost tions jemploy cost tions jemploy cost 
} ment ment ment 
Operating expenses 
PBS: Direction: 
Central office 20 20.0 $156, 619 20 20. 0 $187, 600 » 20. 0 $187, 600 
Fain oe 
Total__- 20 20.0 186, 619 20 20.0 187, 60 a 20. ( 187, 600 
Building management | 
fund (field only | 
Direction __- PB 26.1 193, 972 
Design and construc 
tion isccmll 733 690.8 | 4, 773, 84 
Total bes 758 716.9 | 4,967,813 
Construction services 
fund 
Direction 
Central office - * 
Field t 1) 20.0 16S. O40 A 20.0 16S 000 
Design and construc 
tion 
Central office 240 215.0 | 1, 753, 272 198 200.7 | 1, 646, 300 108 106. ( 1, 622, 400 
Field _- 77 773.3 $12, 106 IK 842.0 932, 00K 
Total._. 240 215.0 | 1, 753, 272 y93 994. { 7, 226, 400 |1, 068 [1,058.0 | 7, 722,400 
Summary | 
Direction 45 46. 1 BRK ] 40) 409. 0 GOK 4 10). ( 255 Fix 
Design and constru 
tion 973 905.8 | 6,527,113 4 974.0 | 7,058, 400 |1, 048 |1, 038 7, 554, 400 
Tete. cc. 1,018 951.9 | 6. 907.704 |1 1014.0 | 7.414.000 [1.088 |1. 078 7 910. Om 
Detail of average employment and financing 
1959 1960 161 
Average Personal | Average | Person A verage Personal 
employ- serv ice I rvice emp! Services 
ment cost cost ment cost 
GSA financed 
Direction 46.1 $380, 591 4( $355, 604 10 $355, 60¢ 
Construction projects... .-- 174.8 | 1,261, 107 194 | 1,350, 000 217 1, 582, 106 
Repair and improvement projects 512 3, 691, 321 588 | 4, 260, 000 OSS 4, 260, 000 
Work for other GSA offices 28. 1 204, 072 f 42, 000 t 42, 00 
Total, GSA financed 761.7 | 5,537,091 828 | 6, 007, 606 85] 6, 189, 700 
Financed by funds of other agencies 
(construction, repair, etc. 190.2 | 1,370,613 1S8¢ 1. 406, 401 297 1, 720, 30 
Grand total . need on 951.9 | 6,907, 704 1,014 | 7, 414, 00 1, 078 7, 910, 00 


Mr. THomas. 
located? 
Mr. Wauuace. The central office has 
Mr. Tuomas. You show a slight incre: 
75 over last year. 


You have a very competent staff. 


Where are they 


ise 


of about 70 this year, or 
How are they broken dow nh between the field and 


the District of Columbia? 
Mr. Turpin. The 20 shown on the top line, financed under ‘‘Operat- 
Of the 1.068 shown 


ing expenses PBS.” are all in the central offic e 
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under the ‘Construction services fund,” 198 are in the central office 
and 870 are in the field. That makes a total of 1,088 positions for 1961. 

Mr. Tuomas. Where is your big building located over here in the 
District of Columbia? 

Mr. Turpin. The one under construction now? 

Mr. THomas. No. Where is your big office building for public 
buildings and grounds? 

Mr. Wauiace. Our regional office building is at Seventh and D, SW. 

Mr. Tuomas. Is that where your architects and engineers stay? 

Mr. Watuace. For regional work, yes; but the central office is all 
in the GSA Building. 

Mr. Firorre. They aren’t all architects? 

Mr. Watuacr. No; engineers, also. 

Mr. Fiorre. We have a relatively small number of architects; 
isn’t that right? 

Mr. Knorr. Yes. 

Mr. Tuomas. How many? 

Mr. Knorr. Actually, in our central office staff there would not be 
more than 25 or 30 architects altogether. The rest of them are 
mechanical, electrical, and structural engineers, construction engineers, 
clerks, stenographers, draftsmen, 

Mr. Tuomas. You have got a well-rounded crowd. You can draw 
any plans necessary to be drawn with them, can’t you? 

Mr. Knorr. Oh, yes. 

Mr. FLorre. We don’t do much of it. We contract most of it. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


PROGRAM PLANNING 


Mr. Tuomas. Turning now to ‘Program planning,” please place 
in the record at this point pages 47 and 48 of the justifications. 
(The pages follow:) 


A verage employment 


Amount siiscatlniameaiiliatia apatite 
i 
Department Field Total 
1960 SL Leas $584, 000 30.1 31.6 | 61.7 
Change_.......- +3, 200 | 3 —.2| —.5 
1961 . ; 5&7, 200 | 29.8 31.4 | 61.2 


HiGHLIGHT 


af his activity pr vide centrali red planning of real propervy programs includ- 
immediate and long-range building needs for housing Federal activities 
throughout the country” 


f 


h from the budget for 1961) 
The small inerease provided in 1961 over 1960 represents the Government’s 
share of the employe es health benefit program. 
| . 
1959 1960 | 1961 
Total cost or estimate a oe al. ; $523, 800 $584, 000 $587, 200 


| 
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JUSTIFICATION 





Long-range objectives, policies, and plans for real property activities together 
with programs and legislative proposals for their accomplishment are developed, 

Comprehensive, immediate, and long-range programs are developed to efficiently 
house Federal activities throughout the country with due regard to (1) retaining, 
where feasible, existing structures which can be altered, remodeled, or extended 
to serve current needs, (2) purchase of existing non-Federal buildings where 
economically justified, (3) new construction, and (4) leasing where the foregoing 
methods of providing space are not practical. Buildings unsuitable for continued 
use would be reported as excess to be scheduled for disposal. 

Basic planning begins in the field with comprehensive surveys in each commu- 
nity where there is a concentration of Federal employment. The surveys, which 
are conducted in collaboration with field personnel of the agencies occupying 
space in the communities, cover the entire real property spectrum from repair of 
existing buildings to need for substitute or additional space. From these data 
nationwide programs of repair, extensions and conversions, new construction, 
leasing, and disposals are developed with due regard to priority of need 

Specific construction projects are identified and prospectuses prepared for 
consideration and approval by the Public Works Committees of the House and 
Senate pursuant to the Public Buildings Act of 1959. A comprehensive plan for 
providing space in the locality, prepared from the community surveys, is included 
with each prospectus. 

Financing is provided under this activity for the development of the compre- 
hensive real property programs of general application. Planning incident to the 
development of specific projects is financed from the regular program appropria- 
tions for repair and construction. 

Approximately 2,300 communities have concentrations of Federal employment 


sufficient to warrant periodic on-site surveys. By the end of 1959, 1,148 initial 
surveys had been completed. Approximately 400 surveys are programed an- 
nually over the next 3 years to complete the initial cycle. Thereafter, periodic 


resurveys will be scheduled, as needed, to keep abreast of changing requirements 
It is proposed to maintain the program in 1961 at the 1960 level, the small in- 
crease being entirely for contributions to the health benefits fund 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


See activity data sheet 


Personal services and staffing.—S$494,600 provides for 62 positions, same as in 
1960, distributed as follows: 


1959 1960 )] 
Central office... ; %. 0 30. 0 w.0 
Regional offices : ; 5 33. 0 32.0 32.0 
Total positions __- = 59.0 62.0 62.0 
Average employment 54.3 61.7 61.2 


Other obje cits.—$92,600, or 15.8 percent of total estimate, provides 

(1) $20,700 for travel based on 900 days at $23 

(2) $700 transportation; $11,600 communications; $6,000 printing 

(3) $14,200 contractual services, including $3,200 contribution to health 
benefits fund. 

(4) $4,200 supplies; $3,000 equipment; and $100 FICA costs. 

(5) $32,100 contribution to retirement fund 


SERVICE DIRECTION 


Mr. Tuomas. Next is “Service direction.’ Please place page 50 
of the justifications in the record at this point. 








i() 





(The page follows:) 


Average employment 
Amount 





agpantin henlesthchedhentetinctin ‘ oe 
| 
} Department Field Total 
ae ieee cee | cincepclaieonsed ae 
1960... ‘ a ‘ $666, 000 26. 0 3¥. 2 65. 2 
Change. .....- aan 7 +3, 600 | —.2 —.4 —.6 
1961... ij oe aecdh ns whites 669, 600 25.8 38.8 64. 6 
HIGHLIGHT 


General direction over all programs assigned to the Publie Buildings Service is 
provided in the central office by the Commissioner, his immediate staff, and staff 
of an administrative officer. In the field, supervision is carried out in each of the 
10 regions by a regional director for PBS, an administrative officer, and necessary 
stenographic and clerical assistance. Postage fees for all activities under this 
appropriation except buildings management are also provided for in this estimate. 

The small increase provided in 1961 over 1960 represents the Government’s 
share of the employees’ health benefit program. 





1959 1960 1961 
General super vision $588, 765 $640, 500 $644, 100 
Postage fees--- re 22, 100 25, 500 25, 500 
Total cost or estimate . = 610, 865 666, 000 669, 600 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing. —$555,300 for 67 positions 


, same as 1960, distrib- 
uted as follows: 


1959 1960 1961 
Central office_. 27.0 27.0 27.0 
Regional! offices 38. 0 40.0 40.0 
Potal position 65. 0 67.0 67.0 
Average employment 60.9 65. 2 64. 6 


Othe objects. — $114,300, of which $25,500 is for postage fees for all OF-—-PB 
activities except buildings management. 
The remainder of $88,800, or 13.3 percent of total estimate 


(1) $14,500 travel based on 580 days at $25. 
(2 


S 
J includes: 


5400 transportation; $14,300 communications; $5,600 printing. 
(3) $13,000 contractual services, including $3,600 for contribution 
benefits fund. 


(4) $4,500 supplies; $500 equipment. 
(5) $35,800 contribution to retirement fund and $200 FICA costs. 


to health 


Mr. Tuomas. This is an increase of $3,600 over last vear. What 
is that, two-thirds of a man, is that right? 

Mr. Fiorete. No. 

Mr. Tomas. What did you do with the other third? It is a minus 
figure. Do you leave one-third of a body around? 

Mr. Srrawser. Sir, that represents the absorption of within-grade 
promotions. 
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ADMINISTRATIVE OPERATIONS 





Mr. Tuomas. Let’s put the pages I-52 and I-53 on administra- 
tive operations in here. 
(The pages follow:) 
HIGHLIGHT 


Financial, administrative and legal services, management supervision, regional 
direction, and legislative and information services to support this program are 
provided by the integrated staff organization of GSA financed by transfers to 
the administrative operations fund from funds provided for the respective pur- 
oSes. 

This estimate is based on a projection of 1959 cost reports for administrative 
operations support as follows: 


1959 performance cost $3, 532, 748 
1960 appropriated in annual act 3, 840, 000 


Comparative transfer from OE-PBS for property accounta- 
bility +- 60, 000 


Comparative financing 3, 900, 000 
1961 changes from 1960: 
Estimated cost for increase in workload +228 000 


Estimated cost for contribution to healt 


h benefits fund +30, 000 
Nonrecurring cost (ADP research and development +92, 000 





Estimate for 1961 $, 250, 000 
The transfer from PBS to administrative services of the function for the main- 
tenance and accountability for internal GSA property is reflected as 
transfer in 1960 


The nonrecurring item for ADP researc} 


i col iparative 
and developn ent 1s related to the 
application of automatic data-processing techniques in preparing, compiling, 
reporting, and maintaining transactions for PDS. It is explained in more detail 
under the section titled ‘‘Administrative operations, financial services.”’ 








1959 10¢ 1961 
Total’program $142.8 $1! $170.5 
Administrative cost $ e2 9 $4.3 
Ratio of admir » operations to total cost percent 2.47 2. 52 2.49 
1959 pe 1960 f 61 est 
! ce ate 
Distribution of cost by subactivit 
1 Financial services @1 755. 538 £1] 831.00 $2, 061, 000 
Administrative services 1,2 + 1, 451, OO 1. 561, 000 
c) Legal services 367, 299 144, 000 $60, 000 
1) Legislative and information service 44. 402 { ( 52. 000 
Mar ament supervisior 110, 159 129, 000 116, 000 
Total cost or estimate § 532, 748 , G00. 000 4, 250, 000 
Estimated n n-vear ¢ ‘ 4 x Oo 536. 4 
Finar l service 5 
Employees payrolled 14, 615 { 15. 278 
Vouchers processed (thou d 213 21.4 255. 0 
Accounting documents processed thousar on2. 2 g 311.5 
Audits performe 
Contract. E 2 73 8 12f 
Internal 124 124 126 
Administrative se 
Personnel, emplovees serviced 14.615 14. 136 15, 278 
( pl ce il tior 8 18 
( r etect estigatio ll 1. ( 
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Mr. Tuomas. This is part of the famous ‘Medley Fund.” 

Mr. Fiorere. I wanted to say in defense of the “Medley-Turpin 
Fund,” that, in spite of the fact the operating appropriations are 
variable, they handle about $2 billion a year of transactions. 


OBLIGATIONS BY OBJECTS 


Mr. Tuomas. The green sheets do not add anything to the table 
except other objects, but let us separate the other objects from the 
first big table. 

Insert the other objects sheet at the bottom of I-54 in the record. 

(The sheet referred to follows:) 


Classification by ojects 


Actual, 1959 Program, Request, 
1960 1961 
Personal services 
Departmental be a whicteeteaie $1, 024, 708 $921, 300 $930, 400 
Field. Firwine ta eile 2, 227. 950 2, 360, 000 2. 429. 000 
01 Total personal services_-._- “= 3, 252, 658 3, 281, 300 3, 359, 400 


Other objects 
02 Travel 





350, 000 379, 300 
03 Transportation of things 3° 200 3° 000 
04 Communication services 113, 500 113, 500 
05 Rents and utility services I 
06 Printing and reproduction 45, 100 45, 100 
07 Other contractual services 149. 536. 500 165; 559. 000 
0&8 Supplies and materials 29. 300 29, 300 
09 Equipment ‘ 907, 300 307. 300 
10 Lands and structures 
11 Grants, subsidies, contributions 212, 900 218. 000 
13 Refunds, awards, indemnities 500 500 
15 Taxes and assessments 185, 400 485, 400 
lotal other objects e-------| 139,837, 406 151, 683, 700 167, 140, 600 
Total obligations...... : = 143, 090, 064 154. 965. 000 170. 500. 000 
Position data 
Average salary, all positions ‘“ i $7, 326 $7, 407 $7. 424 
Average grade, GS positions ; 8.9 9.0 g 9 


Mr. Tuomas. Travel under this appropriation goes up to $379,300. 
Is that correct? 

Mr. Turpin. That is correct, sir. 

Mr. Tuomas. Other contractual services go up to approximately 
$165 million. What makes up that $165 million? 

Mr. Turpin. Most of it represents payments to the buildings 
management fund or buildings operations and rentals. 

Mr. Tuomas. Repeat that. 

Mr. Turpin. Most of that $165 million represents the portion of 
the “Operating Expenses, PBS”’ appropriation which provides for the 
operation of buildings and the rental of space financed from that 
appropriation, but which accountingwise is handled through the 
buildings management fund. 

Mr. Tuomas. In other words, your increase is included in this 
figure of $165 million, then? 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. What is the total amount of other objects over and 
above salary costs? 

Mr. Turpin. For 1961 it is $167,140,600. 
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Program and financing 


1959 actt 


Program by activities: 
Operating costs 
1. Maintenance 





lal 


} 
| $17, 592, 402 
2. Repairing, remodeling, and improving a 20, 386, 647 
3. Air conditioning | 1, 753, 704 
4. Fallout shelters pes at 
5. Administrative operations x Cre 995, 800 
6. Adjustment of prior year costs _ - ae 149, 313 
Total operating costs \ : . a 40, 878, 866 
Capital outlay | 
STE... ocandalinduchadee a — 297, 319 
2. Repairing, remodeling, and improving - ---_-_-- aha 10, 541, 332 
3. Air conditioning ‘ tices ; 27, 731, 936 
re ee eminem eiuicscnatesenpdbeeie : 
Total capital outlay- ee ee : 38, 570, 587 
Total accrued expenditures_-_..._- sale ‘ amin 79, 449, 453 
Unpaid undelivered orders brought forward __- ; — 37, 944, 219 
A djustment of unpaid undelivered orders brought forward _| 1, 150, 698 
Unpaid undelivered orders carried forward_. ane 33, 269, 846 
Total program (obligations)_...__.__- . c aan 75, 925, 778 
Financing 
Unobligated balance brought forward_. ae eu —352, 284 
Recovery of prior year obligations................-- .-.-.| 1, 128, 634 
Unobligated balance carried forward___.........__- | 555, 140 
Appropriation (new obligational authority) .._.........- 75, 000, 000 
Object classification 
1959 actual 
02 Travel... ‘ panes . Perit es $265, 687 
03 Transportation of things 7,179 
04 Communication services. : — 134, 614 
05 Rents and utility services a ; 187 
06 Printing and reproduction -- 153, 001 
07 Other contractual services f 42, 009, 762 
Payment to “‘Administrative operations fund’’ ; 995, 800 
Services performed by other agencies 13, 683 
O08 Supplies and materials --- ; ; i 234, 277 
09 Equipment 287, 666 
10 Lands and structures i‘ 31, 810, 016 
13. Refunds, awards, and indemnities . ~~ 13, 906 
Otel GATIONS. 4.-6ncéneinwees< ‘ side iotateededll 75, 925, 778 





1960 estimate 


$17, 404 
22, 44%, 
698, 


900, 





, 450, 


OG, 


, 600, 
7, 024 


60, 000, 


1960 estimate 


000 
000 
000 


000 | 


O00 


000 
000 
000 


OOO 


000 | 


R46 


, 986 
, 140 


5, 140 | 


000 


$350, 000 
7,000 

130, 000 
500 

150, 000 
37, 172, 500 
900, 000 
15, 000 
225, 000 
250, 000 
21, 345, 140 
10. 000 

60, 555, 140 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tomas. You can account for virtually $165 million as pay- 
ment to the buildings management fund. Is that right? 
Mr. Turpin. That is right, sir. It leaves only in the neighborhood 
of $1.6 million, then, for other nonpersonal service items. 


RePAIR AND IMPROVEMENT OF PUBLIC BUILDINGS 


1961 estimate 


$18, 375, 000 
17, 350, 000 
795, 000 

125, 000 

955, 000 


37, 600, 000 


300, 000 
16, 900,000 
15, 700, 000 

1, 500, 000 


3A, 400, 000 


72, 000, 00 
—23, 524, 986 


' 
11, 524, 986 


60, 000, 000 


— — 


60, 000, 000 


1°61 estimate 


$350, 000 
7,000 
130, 000 
500 

150, 000 
607, 500 
955, 000 
15, 000 
225, 000 
250, 000 
21, 300, 000 
10, 000 


36, 


60, 000, 000 





Mr. Tuomas. Let us look at Repair and Tmprovement. Insert 


I-56 throuch [-62. 
(The pages referred to follow:) 
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Summary reconciliation of 1961 estimate to 1960 funds 


1960 appropriation in annual act 


Unobligated balance brought forward from 1959 


Obligation program for 1960 
Decrease in 1961: 


Repairing, remodeling, and improving 


Inereases in 1961: 
Maintenance 
Air conditioning_ _ - 
Fallout shelters aie 
Administrative operations 


1961 estimate. 


Analysis by activities 


_______ $60, 000, 000 
; 555, 140 


60, 555, 140 
ate 3, 110, 000 


$329, 860 
170, 000 
2, 000, 000 
55, 000 

rn 2, 554, 860 


_____. 60, 000, 000 














Activities 1960 Decreases Increases 1961 

aa = cinco aniacec pena a | 
1. Maintenance. ________- ee eos gt $6,170,000 Lies da $329,860 | $18, 500, 000 
2. Repairing, remodeling, and improving 30, 280, 000 Yara | 27, 170, 000 
3. Air conditioning_. : ; 11, 205,000 |....-.-- as 170, 000 | 11, 375. 000 
4. Fallout shelters_- Sh tenis t Sckubeeece | 2, 000, 000 2, 000, 000 
5, Adminstrative operations 900, 000 ee 55, 000 955, 000 
Potal obligations... .__- copiaoataaes 60,555,140 | 3,110,000 | —2, 554, 860 60, 000, 000 
Financed from prior year balance _- cs — 555, 140 Gon uig icin ended atch dn dn Sieiceoes eae eeseiaeecmnmeie 
Total (appropriation).................-..| 60,000,000 |.............. Soins | 60, 000, 000 

' ' 
1960 , aes ; sie set ot Wess in dee waked $60, 000, 000 
Change eds _ ee seid sic kc ks “ll eel al ea 
ee : adn aol la aes a aes li 60, 000, 000 


GENERAL STATEMENT 


“This appropriation provides for maintaining, repairing, remodeling, improving, 
and other changes, except extensions and conversions costing over $200,000, in 
over 4,800 public buildings under the jurisdiction of General Services Adminis- 
tration. The buildings were constructed or purchased at a cost exceeding $1.6 
billion and contain more than 123 million net square feet of floor space, of which 
29.8 million square feet is in the Washington, D.C., metropolitan area. The 
budget for 1961 provides for continuation of the long-range program initiated 
in 1957, to alleviate deterioration and obsolescence of buildings which adversely 
affect efficient operations of tenant agencies. Included in this account is a limita- 
tion on accrued expenditures in accordance with Public Law 85-759” (from the 
budget for 1961). 

The buildings for which this appropriation provides funds to maintain, repair, 
remodel, improve, or otherwise change, include Government-owned facilities occu- 
pied under permit from other agencies and for which GSA has space assignment 
responsibility, including buildings exempt from the term ‘‘public building’? under 
section 13 of the Public Buildings Act of 1959. 

Certain renovations and improvements to space occupied by the Post Office 
Department in Government-owned buildings formerly financed from this appro- 
priation are now the financial responsibility of POD under the postal moderniza- 
tion program authorized by title III of the act of May 27, 1958 (72 Stat. 134) 
and for which an appropriation of $80 million to initiate the program was author- 
ized to POD for 1960 (73 Stat. 65). 

Arrangements between GSA and POD have been made in accordance with this 
change in financing whereby POD will pay for all costs of improving space occu- 
pied by them in buildings selected for modernization of mail-handling facilities 
including expansion of postal space in such buildings when required. GSA will 
finance the renovation of nonpostal space at locations selected for modernization 
by POD and schedule work for accomplishment simultaneously with POD work. 

Extension to buildings costing less than $200,000, to coincide with the POD 
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modernization plans, will be made at locations where the overall needs of the 
Government community warrant expansion of nonpostal facilities. 

Maintenance of both postal and nonpostal space will continue to be the responsi- 
bility of GSA, 
The long-range program 

During 1959 workload inventory reports were analyzed to determine the amount 
of work necessary to relieve major obsolescence and deterioration, bring the prop- 
erties up to modern standards of usefulness, and improve working conditions and 
efficiency of occupying agencies. After eliminating work in buildings which are 
obsolete due to poor arrangement, location, overage high-operating costs and other 
buildings scheduled for replacement, the work required at the remaining buildings. 
exclusive of day-to-day maintenance, is estimated at $628.9 million (based on 
current cost indices), of which $242 million is the financial responsibility of POD 
and $386.9 million must be financed by GSA. _ In addition, provision is made for 
certain special items such as improvements to PHS hospital facilities, day-to-day 
maintenance, extensions to buildings to be made simultaneously with POD mod- 
ernization projects, conversion of buildings from special to general purpose use 
including those released by POD, and for fallout shelters in selected Government- 
owned buildings. In all, work to be financed by GSA over the 5-vear period 
beginning with 1961, is estimated at $552.9 million. 

The following tabulation shows the total program and phasing by fiscal vears 
for that part which is the financial responsibility of GSA: 


Long-range repair and improvement program 


[In millions] 











Est 
mated! Net 
cost GSA | N 
Total of mount) pro GSA Phased for 5 vear 
Activit pro work | to bh gral pre 
gram | to be | finan f I 
finar ced 1 ut 
ced by 69 t 
hy GSA 
POD 1961 | 1962 | 1963 | 1964 | 19¢ 
ensiineiamaiaanaiaeeiiieeninneariateteRp mmm 
General improvement project $365. 9 $114 $251.9 | $21.0 |$230.9 |$22.1 ‘$52.2 |$52.2 ‘$52.2 | $52.2 
Air conditioning project 263. ( 128 | 135.( 11.2 | 123.8 | 11.4 | 28.1 | 28.1! 28.1 8 J 
Sulstotal. ........ 628.9 242 «386.9 32.2 | 354.7 $3 80.3 | 8 8.3 80.3 
Other items 
Maintenance 92.5 | 18.5 | 18.5 !118.5/ 18.5 18. 5 
Extensions under $200,000 to 
synchroni7¢ with POD 
modernization program 9 | 9 2. 9 26 
Conversions under $200,000 
including modernization of 
buildings released by POD 57. ( 4.11 13.8] 13.8 13.8 
PHS hospital improvements 20. ( 2 6.9 6.7 6.7 6.7 
Fallout shelters 2.0 2 
Administrative operations 5.7 1.0 1.1 is 1.2 1.2 
0 = 52.9 | 60.0 (123.6 )12 123.1 | 123.1 
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APPROPRIATION LANGUAGE 


REPAIR AND IMPROVEMENT [, FEDERALLY OWNED] OF PUBLIC BUILDINGS 


1 For expenses, not otherwise provided for, necessary [for the repair, 

9 alteration, preservation, renovation, improvement, extension, equip- 
8 ment, and demolition of federally owned buildings and buildings 

4 occupied] fo alter public buildings and to acquire additions to sites 

5 pursuant to the Public Buildings [Purchase Contract] Act of [1954 
6 (40 U.S.C. 356) ] 1959 (73 Stat. 479), [not otherwise provided for, ] 

7 including grounds, approaches and appurtenances, wharves and 


g piers, together with the necessary dredging adjacent thereto; 
Faequisition of land as authorized by title III of the Act of June 16, 

10 1949 (40 U.S.C. 297);] and care and safeguarding of sites acquired 

i1 for [Federal buildings] public buildings; preliminary planning of 

12 projects by contract or otherwise; maintenance, preservation, demolition, 

13. and equipment ; $60,000,000, to remain available until expended: 

14. Provided, That for the purposes of this appropriation, buildings con- 

15 structed pursuant to the Public Buildings Purchase Contract Act of 

16 1954 (40 U.S.C. 356) shall be considered to be public buildings: Pro- 

vided further, That annual accrued expenditures under this appropria- 

18 tion account, covering amounts becoming payable as a result of obliga- 

19 tions incurred both in the current fiscal year and in prior fiscal years, 

9) shall not exceed $72,000,000. 


EXPLANATION OF PROPOSED CHANGES IN LANGUAGE 


In general, changes in the appropriation language are proposed to correspond 
with provisions of the Public Buildings Act of 1959, approved September 9, 1959, 
which provides basic authority for repairs and improvements to public buildings. 

Title: The change from “federally owned” to ‘“‘of public’ 
correspond with that of the Public Buildings Act of 1959. 

Line 1: ‘‘not otherwise provided for’ was advanced from the sixth line so that 
it clearly refers to all expenses under this appropriation. 

Lines 1 to 4: As not all of the items cited in the 1960 language are specifically 
authorized by the Public Buildings Act of 1959, they are deleted here, but are 
reinstated in more appropriate places later. 

Line 4: Insertion of ‘‘to alter public buildings’’ conforms to section 13(5) of the 
act which defines “alter” as including “repairing, remodeling, improving, or 
extending or other changes in a public building.’”” Note that extension and con- 
version projects costing over $200,000 each are financed by ‘‘Construction and 
acquisition.” 

Line 4: Insertion of ‘‘to acquire additions to sites’? conforms to Sec. 5(a) of 
the Act which authorizes acquisition of ‘additions to sites, for public buildings 
authorized to be * * altered” and to Sec. 4(a) which authorizes acquisition of 
‘such land as may be necessary to carry out such alteration”’ (to public buildings). 
Parentheses supplied. 

Line 5: Reference to the Public Buildings Act of 1954 (purchase contracts) 
deleted here but taken care of in the new proviso starting on line 14 
changed to the basic authority of the Publie Buildings Act of 1959 

Line 6: ‘‘Not otherwise provided for’’ has been moved to line 1 (see line l above 

Line 9: Title III of the act of June 16, 1949 was repealed by section 17(18) of 
the Public Buildings Act of 1959 so reference to it is deleted. 

Line 11: Reference to “Federal buildings” is changed to 
consistent with the Publie Buildings Act of 1959. 

Line 11 and 12: The phrase ‘“‘preliminary * * * otherwise” 
to finance contracts for certain preliminary planning work 

Line 12 and 13: The items of ‘‘maintenance * * 


makes this title 


is 
Reference is 


‘public buildings”’ 
makes it possible 


and equipment” have been 
regular functions under this appropriation but are not specifically mentioned in 
the Public Buildings Act of 1959. For this reason most of them were taken out 
of the language by deletions in lines 1 to 3 and are reinstated here outside the 
reference to the act. 

Line 14: The first proviso substitutes for the earlier deletion from the 1960 
language of “buildings occupied pursuant to the Purchase Contract Act of 1954’’. 

Line 16: The second proviso is proposed at the direction of the Bureau of the 
Budget that a limitation be made on annual accrued expenditures. (Certain 
transferability between accrued expenditure limitations for GSA is provided in 
the general provisions for GSA. 


§3225—60 pt. 2 6 





80 





JUSTIFICATION 


The proposed program for 1961 will provide for continuation of maintenance 
and air conditioning at the 1960 level and the scheduling of building improvement 
activities at a lower rate. It also provides for improvements to PHS hospital 
facilities, and for projects estimated to cost less than $200,000 each for (1) exten. 
sions to buildings simultaneously with the modernization program of POD, and 
(2) conversion of buildings from special to general purpose use including those 
given up by POD. (Extension and conversion projects costing in excess of 
$200,000 are provided for under ‘Construction and acquisition of public build- 
ings.) In addition, the estimate provides for a limited number of fallout shelters 
in existing public buildings to stimulate non-Federal civil defense preparedness by 


Federal example, as requested by OCDM. 


In order to carry out this program, an appropriation of $60 million is requested 
for 1961, the same as for 1960, as compared to $75 million in 1959. 
The justification for new obligational authority requested for each activity for 


1961 follows: 
1. Maintenance 





Area of buildings (net square feet): 
In metropolitan District of Columbia 


1959 


28, 468, 647 | 





1961 





29, 785, 647 


Oustide District of Columbia__......-.-- ‘ 91, 559, 997 $2, 244, 058 93, 625, 028 
Total__- ; thew a, 120, 028, 644 | 121, 151, 705 123, 410, 675 

Unit cost a 
In metropolitan District of Columbia_- $0.15 | $0.15 $0. 15 
Outside District of Columbia a 15 | 15 Lb 
Total iat ont a 15 15 eT 

In metropolitan District of Columbia__-...-. 4, 277, 189 4, 336, 400 | 4, 467, 800 
Outside District of Columbia__.....-..__- a al als 13, 557, 901 13, 833, 740 | 14, 032, 200 
Total obligations ‘ 17, 835, 090 18, 170, 140 18, 500, 000 
Financed from prior year balance —635, 090 140 “abn 
| - -——- 

New obligational authorization--_-.............-.....-.-- | 17, 200, 000 18, 170, 000 | 18, 500, 000 


' ' 


The amount requested for 1961 will continue to provide an average of $0.15 
per net square feet for the day-to-day maintenance of buildings and equipment 
under the jurisdiction of GSA, including postal space. 

The net square feet of space shown above includes space in Government-owned 
facilities occupied under permit from other agencies; additional space developed 
through completion of new construction, building extension, and space conversion 
projects; and space in buildings completed under the lease purchase program, 


2. Repairing, remodeling, and improving 


1959 19) 1961 


In metropolitan District of Columbia_. $3, 819, 415 $4, 142, 000 


$4, 280, 000 


Outside District of Columbia._......__- 28, 911, 362 26, 138, 000 22, 890, 000 
Total obligations aa al . 32, 730, 777 30, 280, 000 27, 170,000 
Financed from prior year balance. ____- bi 226, 577 185, 800 oamaahiene 
New obligational authority.....................- ‘ 32, 504, 200 29, 794, 200 27, 170,000 


The amount of $27.1 million requested for this activity for 1961 includes $22.1 
million for projects selected from a total workload of urgently needed projects 
estimated to cost $230.9 million, and $5 million for special items such as improve- 
ments to PHS hospitals and as yet unidentified extension and conversion projects 
estimated to cost up to $200,000 each. 

Work is scheduled for accomplishment on the basis of highest priority taking 
into consideration such things as increased efficiency in the operations of occupy- 
ing agencies, economies to be effected by lowered operation and maintenance 
costs, and other benefits to be derived from the general updating of facilities. 
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3. Air conditioning 


oi ie ae z on ahaa klibi Seth pdialic dechstnapebabdlbetathaa a acsick tek iil Randitadacttai os 
1959 1960 1961 

In metropolitan District of Columbia be $3, 242, 514 $1, 518, 700 $4, 600, 000 

Outside District of Columbia arte es ; 21, 121, 597 9, 686, 300 6, 775, 000 

Total obligations ; 24, 364, 111 11, 205, 000 | 11, 375, 000 

Financed from prior year balance —64, 111 | —69, 200 | pale bate 

er. GUE MaNOMRN MUCMOPIET oes ie cin once c ensues ece 24, 300. 000 11, 135, 800 11, 375, 000 





The 1961 estimate of $11.4 million for this activity will provide for the accom- 
plishment of high priority projects selected from a listing of urgently needed 
air-conditioning work totaling $123.8 million. Included are 28 projects costing 
$7.4 million selected on the basis of providing benefits to larger groups of em- 
ployees and thereby increasing efficiency of occupying agencies in areas where 
climatic conditions warrant such facilities and $4 million to cover air conditioning 
of nonpostal space in buildings to be selected for modernization by the Post 
Office Department. 

Exhibit A at end of this Justification lists specific renovation and air-conditioning 
projects accomplished in 1959, programed for 1960, and scheduled for 1961. 


Fallout shelters 
1959 
1960 : 
1961 - ; $2, 000, 000 


The item of $2 million covering the provision of fallout shelter in existing 
Federal buildings, is in turtherance of the objectives of the national shelter policy, 
and provides for leadership and example to State and local governments and 
private enterprise in the provision of fallout shelter. 

While the provision of fallout shelter in new buildings is of major importance, 
the potential for incorporation of such shelter in existing buildings must also be 
stimulated and encouraged by the Federal Government. 

Fallout shelters will be designed and constructed in a sufficient number of types 
of Federal buildings to provide example for a wide variety of public and commer- 
cial buildings. After completion, tests will be conducted in certain of the shelters 
to develop optimun 
ment. The 


nttm operating procedures for equipment and personnel manage- 
cost for testing represents a minor portion of the total expenditure. 


5. Administrative operations 


Financial, administrative, and legal services, management supervision, and 
legislative and information services to support this program are provided by the 
integrated staff organization of GSA financed by transfers to the administrative 
operations fund from funds provided for the respective programs. 


Performance cost for 1959 yd i __. $965, 261 
Appropriated in annual act, 1960 A, Naas. ale Daa : ~ aod. ,, SOR 000 
Administrative support for increased workload_—______-- aera nailed +55, 000 


POG) CtORO . 6 oki ee eect eet Lo btcce ts JeL tS eee 


1959 1960 1961 
| 
Total program obligations Loans ‘ : $75.9 | $60. 6 $60. 0 
Program expenditures 78.0 66.0 | 62.0 
Administrative operations cost_.........- a 97 90 | . 96 
Ratio of administrative operations to expenditures (percent) _- 1.2 1.4 1.5 
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In keeping with experience over the past 4 years, the increased ratio for 196] 
reflects higher unit cost proportional to the drop of 20 percent in program expendi. 
tures from actual 1959. 


1959 per- 1960 1961 
formance financing estimate 
Distribution of cost by subactivity: 
(a) Financial services $445, 056 $415, 000 $438, 000 
(6) Administrative services 397, 260 364, 000 395, 000 
(c) Legal services 63, 529 59, 000 60. 000 
d) Legislative and information services 43,414 47, 000 47, 000 
€) Management supervision a ; 16, 002 15, 000 15, 000 
Total cost or estimate — ‘ 065, 261 900, 000 955, 000 
Estimated man-year equivalent “oa ee 131.4 122. 7 127.2 
\ orkload for selected functions 
Financial services 
Employees payrolled 1, 564 1, 000 1. 000 
Vouchers processed (thousands 22.8 19.3 18.0 
Accounting documents processed (thousands 7 24.3 20.7 19.0 
Audits performed: Internal r ; 30 31 60 
Administrative services 
Personnel, employees serviced ; . 1, 564 1, 000 1, 000 
Compliance investigations - - 77 80 85 


Mr. Tuomas. This is for minor repairs under $200,000. Is that 
right? 

Mr. Watuace. It covers all repair and improvements except exten- 
sion and conversion projects estimated to cost over $200,000. The 
latter are provided for under “Construction and acquisition.”’ 

Mr. Tuomas. $60 million last vear and the same this year. You 
break down the $60 million into maintenance $18,500,000, repairing 
and remodeling $27,170,000, air-conditioning $11,375,000, fallout 
shelters $2 million, administrative operations $955,000. 


FALLOUT SHELTERS IN EXISTING BUILDINGS 


Mr. Berry. The amount of $2 million, and there was a similar 
sum requested last vear, is for a very small start on an overall pro- 
gram to eventu: ally include fallout she Iters in all Federal buil lings. 
Nothing had been done up to this time and it was expected we would 
choose from a list of approximately 31 cities that have Federal build- 
ings which appear to be appropriate. Some of them probably would 
not be on closer examination and many of them would. 

We would expect to include fallout shelters in those buildings which 
appear to be appropriate, perhaps 25 structures, at an average of 
$80,000 each. 

Mr. Tuomas. That is just the start? 

Mr. Berry. That is right, sir. 

Mr. Tuomas. What do you think the total cost will be before you 
get through? 

Mr. Berry. We have not been able to survey far enough yet. 

Mr. Tuomas. You have a guess figure of $80,000. What will you 
do with that? 

Mr. Berry. We will choose buildings that already have adequate 
space. We will be putting in equipment. 

Mr. Tuomas. Have you examined the 25 buildings? 

Mr. Berry. Not all of the 25. However, a survey was done, and 
perhaps the GSA folks can tell better about that than I can. 

Mr. Tuomas. Who did the survey? 
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Mr. Wattace. GSA surveyed 10 of them. 

Mr. Tuomas. Where are the 25 located? What can you do for 
them? 

Mr. Watuacr. Where there is a basement or garage or where we 
can go underground, we will reinforce it. Where there is space and 
where there is room without building a superstructure there is no 
problem. 

Mr. Tuomas. Who will occupy the space? 

Mr. Watuacer. It will be available for use of the occupants of the 
building. 

Mr. Tuomas. This is federally owned property? 

Mr. WaLuAcE. Yes, sir. 

Mr. Tuomas. Other people in town can get out and find their own 
umbrella? 

Mr. Yares. Which ones did they pick for the 25? 

Mr. Tuomas. Have you a list of the buildings you picked? 

Mr. Watuace. There is a list of some 31 which have been suggested 
from which 25 are to be selected but we have only surveyed 10. 

Mr. Tuomas. Insert your list in the record at this point. 

(The list referred to follows:) 


List 1. Locations From Wuicu SELECTIONS WILL BE MAbs 


Coneord, N.H. Indianapolis, Ind. 
Montpelier, Vt Little Rock, Ark 
Providence, R.I. Omaha, Nebr. 

Boston, Mass. Oklahoma City, Okla. 
Camden, N.J. Dallas, Tex. 

New York, N.Y. San Antonio, Tex 
Wilmington, Del. Bism: irck N. Dal 
Baltimore, Md. Pierre, 5. ‘Dak 
Washington, D.C. Denver, Colo. 

Raleigh, N.C. Cheyenne, Wyo 
Columbia, S.C, ae yuque rque, N. Mex. 
Buffalo, N.\ Boise, li laho 
Charleston, W. Va. Carson City, Nev. 
Montgomery, Ala. Seattle, Wash. 


Jackson, Miss. 
Chicago, Ill. 


San Francisco, Calif. 
List 2. Locattons SURVEYED 
A survey was conducted by GSA in 10 major cities to determine the feasabil- 


ity of providing fallout shelters in existing Federal buildings. The following list 
shows the buildings and locations where surveys were made: 


. Bb. post office and courthouse, Boston, Mass. 

2. U S. courthouse, New York, N.Y. 

ee ig Juilding, Washington, D.C. 

1 VA nana office, Columbia, S.C. 

5. U.S. courthouse, C ian Ill. 

6. U.S. post office and courthouse, Omaha, Nebr. 

a. O29 { Commerce Street (building), Dallas, Tex. 

8. U.S. customshouse, Denver, Colo. 

9. U.S. Public Health Service Hospital, San Francisco, Calif. 
10. U.S. Public Health Service Hospital, Seattle, Wash. 


Mr. Tuomas. What is the nature of the buildings? 
Mr. Watiacr. They are Federal buildings 
Mr. Tuomas. Located in the downtown sections of the citv? 

Mr. Watuace. Most of them are. You are familiar with the Dallas 
Mr. W Most of tl Y f th the Dall 
project, for example, at 1114 Commerce Street. There is also a Fed- 

eral office building in Oklahoma City. 
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Mr. Tuomas. I thought that was a separate and distinct item, 
This is for existing buildings. 

In the new building program you have some money for shelters, 
This is for existing buildings. 

Mr. Watiace. The list I gave vou covers existing Federal buildings, 

Mr. Yares. This lists merely locations? 

Mr. Watuace. List 1 does; that is right. 

Mr. Yarers. It does not declare the nature of the buildings. 

Mr. Wautacer. That is right; however, list 2, covering surveyed 
projects, does identify the buildings. 

Mr. Tuomas. This is a full Federal contribution, then, $2 million? 

What could this item cost before you are through with it? If you 
did it in every Federal building that vou have, some 5,000, what 
would that amount to? 

Mr. Turpin. These estimates are based on an average of about 
$80,000 per building for the 25 projects under this shelter program. 


FALLOUT SHELTER IN NEW BUILDINGS 


Mr. Tuomas. While we are on this subject, you have an item in 
the new construction program. How much do you have for shelter 
under acquisition? 

You state provision is made for fallout shelters in accordance with 
national shelter policy. 

You do not set out how much is in the new buildings. 

Mr. Turpin. I have a figure for the amount that is in the estimate 
for the new buildings which are included in the 1961 cons ruction 
appropriation. 

Mr. Tuomas. $185 million. 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. What is the shelter cost there? 

Mr. Turpin. $9,928,000. 

Mr. Tuomas. What is the nature of the shelter? 

Mr. Wauuace. It would be the same treatment that they plan on 
giving the old buildings. Where there is a basement, garage, or 
cafeteria, additional reinforcement will take care of the fallout. 

Mr. Tuomas. If it is an office building or a post-office building you 
already have a basement; have vou not? 

Mr. Wattace. Yes, sir; in most instances. 

Mr. THomas. How would you use the $10 million? What does 
this figure out in the way of square footage? 

Mr. FLoete. About 5 to 6 percent according to our calculations of 
the cost of the building. It varies all over the lot because of the dif- 
ferent characteristics of the buildings and the different localities and 
the conditions of the ground. It averages around 5 or 6 percent of 
the total cost. 

Mr. Tuomas. Did Public Buildings ask for this additional feature? 

Mr. Fioete. This is in line with an OCDM directive that future 
buildings should be constructed with fallout shelters. 

Mr. Tuomas. The committee has taken the position there is no 
legislation authorizing this. Where is the authorizing legislation? 
Do you have any? 

Mr. Turpin. This fallout shelter cost is within the cost for improve 
ments included in the prospectus. 
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Mr. Tuomas. You would not have had that in there on your own 
motion; would you? 

Mr. Fioere. It was the result of that directive. 

Mr. Yates. What directive? 

Mr. Fioere. From OCDM on February 4, 1959. It went to heads 
of all Federal departments and agencies. Also section 3k! of Budget 
Bureau Circular No. A—11 required that all estimates for construction 
of buildings must include amounts for fallout shelter. 

Mr. Tuomas. If you were going to construct the building would 
you put this 5 or 6 percent additional cost without a directive? 


Mr. Fioere. | do not think so. We did not on the first buildings 
we built. 


Mr. Tuomas. That is quite clear. 

Is there any legislation authorizing you to spend that money for 
this specific and special purpose? 

Mr. Turpin. There is no specific legislation directing us to include 
a fallout shelter, but the Budget Bureau required that our estimates 
provide for it. 


Mr. Tuomas. Mr. Berry, have you anything to say? 
Mr. Berry. No, sir. 


CRITERIA FOR SELECTING LOCATIONS FOR FALLOUT SHELTERS 


Mr. Yates. This statement states a survey was conducted by GSA 
in 10 major cities. This list shows buildings and locations where 
surveys were made. 

In the list of other possibilities it indicates that you are thinking 
of surveying Concord, N.H., Montpelier, Vt., Cheyenne, Wyo.. 
Carson City, Nev. How did you pick places like that? 

Mr. Berry. Is it not a matter of whether they will be bombed. 
fallout shelter will be needed anywhere in the United States because 
any place in the United States would be subject to fallout in the event 
ofattack. That is the same reason we recommend that every house- 
holder and every business and every industry have fallout shelters. 
ltis not a matter of an attack on that particular area. Fallout shelters 
will be more needed if the area were not directly attacked than if it 
were. 

The reason for including these under the national fallout shelter 
policy is that it is a determination that this requirement for fallout 
shelter, is as necessary to that building as sanitary facilities. It is 
something that is needed and it must go in. 

Mr. Yates. If this is true why is there not a requirement that all 
new construction have those shelters? There is a tremendous build- 
ing program going on in New York City all along Park Avenue, for 
exainple, Do these buildings have fallout shelters? 

Mr. Berry. Not at the present time. 

Mr. Yates. They are being built at the present time. 

Mr. Berry. Of course. Within the Federal Government the poucy 
is that after a given date, now past, all Federal buildings for civilian 
use hereafter designe d will include in those designs provision for fallout 
shelter. 

Mr. Tuomas. Did the Congress lay down that policy? 

Mr. Berry. No. 

Mr. Tuomas. Who did the legislating in this regard? 
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Mr. Berry. There has been no legislation saying that fallout 
shelters should be included. 

Mr. Taper. Is this authorized by law? 
* Mr. Tuomas. It has been testified that there is no authorization, 
Mr. Chairman. 

Mr. Berry. There is no specific legislation requiring it, however 
I would like to submit a letter to you for the record, outlining the 
legal authority which formed the basis for our shelter program. 

(The following was submitted later:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
Washington, D.C., February 15, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, Committee on 
House of Re presentatives, Washington, D.C 


Dear Mr. Tuomas: On February 9, 1960, I appeared before your committee 
in support of the General Services Administration’s request for funds to finance 
the incorporation of certain protective features in the construction of new Federal] 
buildings. The purpose of this request is to provide protection against radio- 
active fallout At that time, the impression might have been left with the com- 
mittee that there were no statutory authorities for designing, developing, and 
constructing Federal buildings in a manner that would provide such protection 
The purpose of this letter is to correct any erroneous impressions on this subject, 

Pursuant to the authority contained in the Federal Civil Defense Act of 1950, 
as amended, vested in the President by Reorganization Plan No. 1 of 1958, and in 
accordance with the provision of Executive Order No. 10773, as amended, it has 
been determined that the construction of new Federal buildings will be accom- 
plished in a manner which will provide, in certain portions of the structure, pro- 
tection against the hazards of radioactive fallout Specifically, under seetion 
201(d) of the aforementioned act, and by virtue of the reorganization plan, the 
President is authorized to: “study and develop civil defense measures designed 
to afford adequate protection of life and property, including, but not limited to, 


A ppropriations, 


research and studies as to the best methods of treating the effects of attacks: 
developing shelter designs and materials for protective covering or construction; 
and developing equipment or facilities and effecting the standardization thereof 
to meet civil defense requirements.” 

In addition, under section 201(h) of the act and by virtue of the reorganization 
plan, the President is authorized to “‘procure by condemnation or otherwise, 
construct, lease, transport, store, maintain, renovate, or distribute materials and 
facilities for civil defense * * *.’’ 


The term ‘‘civil defense” is defined in the act (see sec. 3(1 to specifically 
include the “‘construction or preparation of shelters, shelter areas, and control 
centers.’’ The word ‘‘facilities’’ is defined in the act (see sec. 3(¢ o specifically 
include buildings and shelters. The word ‘materials’ is defined in the act (see 
sec. 3(d to include supplies, equipme nt, and component part 


In accordance with the foregoing, the General Services Administration has 
included in its budget request to finance the ‘oOnst! iction of new buildings an 
amount estimated to be required to accomplish such construction in a manner 
required to provide protection from fallout. The General Services Adminis- 
tration will undertake such construction pursuant to the authority contained in, 


and consistent with the provisions of, the Federal Property and Administrative 
Services Act of 1949, as amended, and the Publie Buildings Act of 1959. Mor 
specifical V, pursuant to section 210(¢ of the Federal Prope rtv and \dminis- 
trative Services Act, the GSA Administrator is authorized to prepare plans and 
specificatior s and to contract for (and to supervise the construction, develop- 
ment, and equipping of Federal buildings 

It is believed that the foregoing statutes adequ itely 1uthorize the design, con- 
struction, and equipping of new Federal buildings in such manner as required t 
provide protection against the hazards of radioactive fallout 

In order to clarify this matter, it is respectfully requested that this letter be 
inserted, at the appropriate place, in the record of the February 9, 1960, hearings 
on the GSA budget request. 

Sincerely, 





Lewis | ,ERRY, 
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AIR-CONDITIONING PROGRAM 


Mr. Tuomas. When will you finish and how much more money will 
it take to finish this air-conditioning program? 

Mr. FLorre. Longer than we thought. 

Mr. THomas. How many more dollars? 

Mr. Turpin. $123.8 million, of which $11.4 million is provided in 
this estimate. That would leave about $112 million. 

Mr. Tuomas. You started out on a 10-year program. It will be 
a 20-year program; will it not? 

Mr. FLorre. We were cut back. 

Mr. Tuomas. Including 28 projects. In other words, it is about 
15 to 20 years before it is completed at the rate we are going. 3Is 
that right? 

Mr. Turpin. About 10 years if we continue at the present rate. 

Mr. Tuomas. Exactly 11 years if your figure is correct. 

Mr. Turpin. That is approximately correct at the rate of $11.4 
million a year. 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 


g2 Travel : $4, 000 
06 Printing and reproduction 15, 000 
o7 Other contractual services 677, 000 

Payment to ‘*‘ Administrative operations fund’ 60, 000 
10 Lands and structures } 2, 944, 000 


Total obligations | | 3, 700, 000 


JUSTIFICATION OF THE ESTIMATE 


Mr. Turpin. You might want to cover Construction of Relocation 
Facilities with Mr. Berry here. 

(The information referred to follows:) 
1960 O 
Change _ +3, 800, 000 


LO61 3, 800, 000 


GENERAL STATEMENT 


“This appropriation provides for the acquisition of sites, design, and construc- 
tion of buildings to house essential Federal activities at selected relocation sites 
as part of the emergency plan to insure continuity of Government in the event 
of nuclear attack. The estimate for 1961 contemplates a start in an overall 
program of providing protected space against fallout at 11 relocation 
national headquarters of civilian agencies in the executive branch.” 
budget for 1961.) 

Tentative estimates based on the preliminary building areas established last 
spring indicate a total program for the 11 locations of about $20 million. Surveys 
and studies will be undertaken to identify specific agency requirements and the 
most feasible solution at each location. The requested appropriation will provide 


for acquisition of sites, design of the projects, and for construction at one or more 
locations 


sites for 
(From the 


APPROPRIATION LANGUAGE 


“For expenses necessary for the construction of relocation facilities 
the Public Buildings Act of 19459 ( 
until éL pe nded.’ 


pursuant to 
73 Stat. 479). $3,800,000. to remain available 


JUSTIFICATION 


The present emergency relocation plan was initiated in 1954 to provide for 
effective organization of the national headquarters of the executive branch of 
the Federal Government in case of nuclear attack, 

Civilian departments and agencies selected relocation sites in widely dispersed 
locations to provide space for employees necessary to conduct essential functions. 
Most of the sites presently used by civilian agencies do not afford protection 
against the hazards of radioactive fallout. A study of the situation indicates 
that it is not feasible to attempt to modify present buildings to achieve adequate 
fallout protection. Also, agencies are utilizing to the maximum extent practicable 
all existing Federal facilities available in the relocation arc. 

It is therefore concluded that adequate fallout protection can only be provided 
through new construction. The $3,800,000 requested is only the 
providing protected space against fallout at 11 reloeation sites. 

Analysis of the estimate, by activity, follows: 


first step in 


Sit acquisition “ $37 4, OOO 
. Design and supervision 707, 000 
. Construction 2, 659, 000 


60, 000 


mobo 


Administ rat ive operat ous 


Total a S00, 000 
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COST OF RELOCATION SITES 


Mr. Tuomas. What is the unit cost of one of these, Mr. Berry? 

Mr. Wattace. $45 a square foot. 

Mr. Tuomas. How deep do these buildings go beneath the ground, 
30 or 40 feet? 

Mr. Berry. No. These will be protected for fallout only. 

Mr. Tuomas. Tentative estimates based on preliminary building 
areas indicate the total program for the 11 locations at about $20 
million. This is $3.8 million for each installation? 

Mr. Berry. No. The $3.8 million includes site acquisition, design, 
and supervision in all 11 projects and construction of possibly 2 
projects. 

Mr. Tuomas. What will it cost per copy, about $2 million? 

Mr. Berry. No. The two that would be built within this amount 
would come to $2,659,000. 

Mr. Tuomas. You are going to have 11 locations at $20 million, so 
that is around $1.8 million each. 

Mr. Berry. That is the average, ves. 

Mr. Tuomas. Your two completed ones are $2,659,000. You want 
to start all 11 this year? 

Mr. Berry. No, sir. There would be only two construction starts. 

Mr. Tuomas. Two started and completed? 

Mr. Berry. That is right, within this appropriation. 

Mr. Tuomas. How deep under the ground will they be? 

Mr. Berry. Some may not be underground but above ground. 
They will be built only for fallout protection and it will depend upon 
the particular sites. 


PURPOSE OF RELOCATION SITES 


Mr. Tuomas. You are not constructing these with the idea of saving 
any money on your rents but constructing them with the idea of hay- 
ing a place to go in case of emergency to operate the regional offices? 

Mr. Berry. Not regional offices but Federal offices located here in 
Washington, sir. These are relocation sites for the Federal agencies 
located in Washington. 

Mr. Tuomas (reading): 

Appropriation provides for the acquisition of sites, design and construction of 
buildings to house essential activities at selected relocation sites as part of the 
emergency plan to insure continuity of government in the event of nuclear attack. 
The estimate for 1961 contemplates a start in an overall program of providing 
protected space against fallout at 11 relocation sites for national headquarters 
of civilian agencies in the executive branch. 

You are right. I was confused with the regional office. 

Mr. Berry. That is right. 

Mr. THomas. What is the nature of the construction here? 

Mr. Berry. It will vary. 

These are not regional sites and neither is it putting in fallout 
facilities in existing buildings. There is a relocation arc, a series of 
sites around Washington, from which the Federal Government would 
operate in the event of an emergency. It is not a new concept. It 
has been going on for a long time, but it became apparent that it 
needed to be hardened at least against fallout. The number of sites 
was reduced and fallout protection was decided upon as the proper 
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level of protection for the rest of these sites, and the present request 
js the result of this changing of the relocation are. It is an overall 
Government project. 

Mr. THomas. How far are these sites from Washington, D.C.? 
You don’t have to pinpoint them. 

Mr. Berry. Approximately 100 to 150 miles. 

Mr. Tuomas. What is the nature of the construction? Will it be 
reinforced concrete? 

Mr. Berry. That would generally be it. 

Mr. THomas. How many square feet in the 11 buildings? 

Mr. Berry. I cannot tell you that but GSA perhaps can give you 
some approximation. 

Mr. Tuomas. Certainly with this amount of money you will not 
be able to house a thimbleful of the Federal employees ‘of the District. 

Mr. Berry. That is right. It would have to be on a selective 
basis, people necessary to operate in an emergenc y. 

Mr. Tuomas. In other words, you will have 10 GSA people, 10 
White House people, 10 from Agriculture, 1 from the Federal Com- 
munications Commission, and when they all got through getting out 
of each other’s hair they wouldn’t know whether they were walking 
or backing up, would they? 

Mr. Berry. The agencies would have to decide how many people 
they need. 

Mr. THomas. What will you do with the rest of them? You have 
a couple hundred thousand in the District. 

Mr. Berry. That is right. 

Mr. Tuomas. How many will this take care of? 

Mr. Wauuace. The projects will provide approximately 438,000 
square feet. 

Mr. Tuomas. In 11 structures? 

Mr. Wattace. That is right. 

Mr. THomas. How many people will it house? 

Mr. Watiace. About 4,000 to 5,000. 

Mr. THomas. What will you do with the others? What is the use 
of putting 4,000 out there if the place is already bombed? 

Mr, Berry. Because it is absolutely essential that the Federal 
Government continue to operate. They cannot operate unless they 
have emergency plans and a place is available from which to operate. 

Mr. Tuomas. In other words, you will move these out before the 
bomb comes? 

Mr. Berry. Preferably. 

Mr. Tuomas. In case you do not know when you will get bombed 
and we do get bombed, is it too late to move them then? 

Mr. Berry. That contingency might arise but I do not believe 
you can afford to operate that assumption. 

Mr. Tuomas. Would you move them out there before any bombing 
occurred ? 

Mr. Berry. If we had enough notice, certainly. If not 

Mr. Tuomas. You need not plan on more than 4 to 5 minutes notice. 
You will be lucky to get that. 

Mr. Berry. You need to plan on more than 4 to 5 minutes. With 
any reasonable notice at all, certainly the agencies would expect to 
relocate in order to be able to operate, and most of these agencies 
have plans to do so. 
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Mr. Tuomas. Suppose you have 24 hours. That is about 3 hours 
more than anybody Looks’ for. How could you pick up a handful of 
people out of 200,000 and take them out 100 miles or 150 miles. 19 
miles, or 200 miles, and do any good? 

Mr. Berry. Each of the essential agencies of the Government have 
plans to do exactly that at present. 

Mr. Jonas. In each of the 11 reloc ation sites will they be equipped 
and furnished and ready for occupancy’ 

Mr. Berry. Yes, and with communications. 

Mr. Tuomas. This money does not include that, however, does it? 

Mr. Berry. No, this would not include communications. There 
are other provisions for that. 

Mr. Jonas. You would have to have supplies. 

Mr. Berry. You have to be prepared to operate from there for 
about a 30-day period. 

Mr. Tuomas. I think Mr. Boland has made the best suggestion. 
If you can run the Government with 4,000 people now is the time to 
get rid of the rest of us. 

Mr. Berry. Operations in an emergency would be somewhat 
different from what we are expected to accomplish today. 

Mr. Yates. Does this mean you have no second place of Govern- 
ment but you intend to operate out of Washington? 

Mr. Berry. The Washington offices would have to relocate around 
here. 

I think most agencies presently have plans under the direction of 
circumstances to pass the control along their lines, whatever they 
might be. 

For instance, in our own case, if we cannot operate from outside of 
Washington, we are prepared to do it 24 hours a day now 

Mr. THomas. It is nice to have you back with us, Mr. Berry. 

Mr. Berry. We live with you for some time at this time of year. 

Mr. Tuomas. Are you an architect or engineer? 

Mr. Berry. No, sir; I am a lawyer. 

Then we go to Battle Creek and then to one of our regional offices 
after that down the line. 

Other agencies have similar arrangements but we have the are 
around Washington from which essential functions should be carried 
out. This is part of that plan. 

(Discussion held off the record.) 

Mr. Berry. They will move into the Denton facility and operate 
from there as an entire Federal unit. 

Mr. Fioere. At the present time all Federal agencies have a reloca- 
tion site. It is of a temporary nature and not protected against 
anything. 

We have relocation exercises, we have gone down there in each of 
the last few years with a rather small cadre of people, and this would 
restrict the number and centralize them in a better way than at 
present. 

Mr. Tuomas. How many does GSA take with it? 

Mr. Fiorre. We took 100 last year. This year we will take less. 

Mr. Yates. These are strictly fallout shelters? Is there no way 
you can conceal your buildings or put inner walls in the present 
buildings? 

Mr. Fioere. We are just renting space. We are renting space on 
a college campus, for instance. 
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Mr. Yates. I mean in Washington. He is talking about building 
11 new fallout shelters around the periphery. 

I know nothing about the penetration of a fallout into a building, 
but is there no way you can insulate an existing building against 
fallout? 

Mr. Berry. Yes. Most of the buildings in Washington have a 
great potential for fallout protection. 

Mr. Tuomas. Any building is pretty good, is it not? 

Mr. Berry. Not any building. This is strictly a matter of the 
nature of the building, how thick the walls are, how tall it is, how 
deep the basement, and the rest of it, and how thick the slab on the 


first floor. 

However, because of. 

Mr. Yares. Talking only of fallout. 

Mr. Berry. Yes. The reason behind the relocation plan is the 
necessity for continuity of government, and certainly Washington 
would be a target. I do not think we could plan to continue to operate 
from here. 

Mr. Yates. If Washington is a target 100 miles from Washington 
is pretty well in the target area, is it not? 

Mr. Berry. No, I would say not. Fallout protection would be 
adequate in places we are looking at and have chosen. 

Mr. Tuomas. That depends on the wind, density, and one thousand 
and one factors you cannot control. Where you build the building 
may be in exactly the wrong place. 

Mr. Berry. That is possible. There isa certain amount of cal- 
culated risk in any of this. There is no doubt about it. 

Mr. Tuomas. We think you very much, Mr. Berry. You were 
nice to come over and you are always welcome. 

Where is your home? 

Mr. Berry. Michigan. 

Mr. Tuomas. Mr. Wallace, is there any legislative authorization 
for fallout? 

Mr. Watiace. Not that I know of. 


PayMENTs, Pusiic BurtpIncs PurcHASE CONTRACTS 


Program and financing 








1959 actual | 1960 estimate 1961 estimate 


| 

“ea 
Program by activities: | 
1, Payments to contractors | 


iy Elia tient atoaesoaemaiesceeee eee $105,362 | $1,497,700 | $3, 754,000 
Deh eee Le SS Se ONE aeboe 849 | 177, 300 876, 000 
Total program (costs—obligatioms) !...............-_.__- | 106, 211 | 1, 675, 000 | 4, 630, 000 
Financing: | 
Unobligated balance no longer available_ __.............-.| 208, G00 ho). cA HA 
Appropriation (new obligational authority) ........_...- 310, 900 1, 675, 000 | 4, 630. 000 





1 Includes capital outlay as follows: June 30, 1959, $41,104; 1960, $888,200; 1961, $1,821,200. 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 





10 Lands and structures. __________- 7 a $41, 104 $888, 200 $1, 821, 200 
14 Interest_. cate HL I me ‘ sui 64, 258 609, 500 1, 932, 800 
15 Taxes and assessments. --............-- downthbich= it 849 177, 300 876, 000 
otal obligations.................-.........-.tiilaw: 106, 211 1, 675, 000 4, 630, 000 
JUSTIFICATION OF THE ESTIMATES 
Mr. THomas. Insert pages I-97 and I-98. 
(The pages referred to follow:) 
Summary reconciliation of 1961 estimate to 1960 funds 
1960 appropriation in annual act_--_.........----.- Sy 


Increases in 1961: 
Principal and interest payments on 3 additional projects for part- 
year and full-year payments on 24 projects 2, 256, 000 
Tax payments on 10 additional projects for varying periods of the 
vear and full-year payments on 16 projects, exclusive of Rock 


Island See eee ; ee - 699, 000 
OA ASR tb i ig a i se lcinebwacdws dq 2, 955, 000 
I i a 4, 630, 000 


Analysis by activities 





Activities 1960 Increases | 1961 
1. Payments to contractors ; $1, 498, 000 $2, 256, 000 $3, 754, 000 
2. Taxes ns a ode . 177, 000 699, 000 76, 000 
ET aS ee a . * ‘ 1, 675, 000 2, 955, 000 4, 630, 000 
1960 $1, 675, 000 
Change ‘ +2. 955, 000 
1961 4, 630, 000 


GENERAL STATEMENT 


“Purchase contracts have been executed to construct and acquire 29 specific 
buildings costing $52.6 million through lease-purchase arrangements, under the 
Public Buildings Purchase Contract Act of 1954. By the end of 1960 27 build- 
ings will have been completed. Of the two remaining buildings one will be com- 
pleted in 1961 and one in 1962. The Government’s obligation for one of the 
completed buildings will be liquidated during 1960 through prepayment of the 
contract. The estimate for 1961 provides for payments to contractors on 27 
projects and taxes becoming payable on 26 projects.’’ (From the budget for 
1961. 

APPROPRIATION LANGUAGE 


“For payments of principal, interest, taves, and any other obligations under 
contracts entered into pursuant to the Public Buildings Purchase Contract Act 
of 1954 (40 U.S.C. 356), [$1,675,000: Provided, That authority heretofore granted 
under this head for the Administrator of General Services to enter into a 10-year 
contract for the project at Sacramento, California, for which the annual payment 
for amortization of principal and interest thereon shall not exceed $1,250,600, is 
hereby extended to December 31, 1959] $ 4.630,000.”’ 
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Explanation of proposed changes in appropriation language 


A purchase contract for the Sacramento, Calif., project was consummated in 
1959. Therefore, the contract authority proviso is no longer needed. 


JUSTIFICATION 


Payments to contractors and taxing authorities—Upon completion of buildings 
and acceptance by the Government, equal quarterly payments in arrears are 
made to contractors for amortization of principal with interest over 10- or 25-year 
contract periods. In addition, real estate taxes during construction and until 
title of the property is vested in the United States are paid directly to taxing 
authorities. 

The estimate of $4,630,000 for 1961 includes $3,754,000 for payment of prin- 
cipal and interest on 27 of the 29 contracts, and $876,000 for taxes. Of the remain- 
ing two contracts one, Rock Island, I1l., will be prepaid during 1960 from construction 
funds pursuant to authority provided in the general provisions for GSA in Public 
Law 86-255 (see budget schedules and justification for the building construction 
program). The other, Sacramento, Calif., will require no such payments until 
1962. Taxes are based on published tax assessment and levy data adjusted to 
reflect known local customs and practices, or legal precedents. 

Mr. Tuomas. You are asking for an increase of $2,955,000. 

Under Public Buildings Purchase Act by the end of 1960, 27 build- 
ings will have been completed. Of the two remaining buildings, one 
will be completed in 1961, and one in 1962. The Government’s 
obligation for one of the completed buildings will be liquidated during 
1960 through prepayment of the contract. 

The estimate for 1961 provides for payment to contractors on 27 
projects and taxes become payable on 26 projects. 

When will we reach the maximum payment? 


REDUCTION DUE TO OUTRIGHT PURCHASE OF BUILDINGS 


Mr. Turpin. Here again since this budget was prepared 45 or 60 
days ago, and as a result of the purchase of additional buildings which 
Mr. Floete told you about this morning—— 

Mr. Tuomas. How many were there, seven or nine? 

Mr. Turpin. Nine—we can reduce this estimate by $603,000. 

Mr. Tuomas. That would be $4,027,000. 

Mr. Turpin. Yes. 

Mr. Tuomas. How much did you pay for those nine projects? 

Mr. Turpin. $5,657,847. 

Mr. Tuomas. You saved $600,000 in 1 year? 

Mr. Turpin. Over the life of the program, had they continued on 
lease-purchase, they would have cost an additional $3.7 million. 

Mr. THomas. Pretty good business I would say. 

Can you revise the table on page I-99 for the record? 

Mr. Turpin. Yes, sir. 

(The page referred to follows:) 
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Object classification 


| | 
1959 actual | 1960 estimate | 1961 estimate 


ziti bh Pa. 








NE on ctnine sumune ddnes oboe 3 ‘ sical Sinsdh Micha peter eid idl $150, 000 
03 Transportation of things. --_.-.- icailauls ae ee al 7,000 
04. Communication services_._._.-- own ae padcuk alwed K ; } 20, 000 
06 Printing and reproduction___-_......-___. ats oe ES a Ao RAL risk a 237, 000 
07 Other contractual services_----._- a gi uindetaaandte deddpadnbos aia wedouan weedeU 5, 514, 000 
08 Supplies and materials._--__..--_- -| Aes ci 5 Seeak ter. 7, 000 
i I encig oat crnaectin cen wes sane acct wusoemcs he iba lat 3, 000 
10 Lands and structures_.-_........---- ee wnennfoa- ; | a3 176, 900, 000 
aN Sa a, See ee ee ee | 182, 838, 000 
Mr. Tuomas. “Construction and acquisition” is next. 
JUSTIFICATION OF THE ESTIMATE 

Insert pages I-101, I-102, I-103, and I—104 in the record. 

(The pages referred to follow:) 
1960 _ - , a Ak ie kG Waka aban eh eats os wierd HOUR ead ae 0 


eee se oc nents. _____.. +$185, 000, 000 


: é 185, 000, 000 


GENERAL STATEMENT 


“This new appropriation will provide, pursuant to the Public Buildings Act of 
1959, for financing (a) site acquisition, design, and construction of new public 
buildings, and (6) extension and conversion of existing structures where individual 
project expenditures exceed $200,000. 

“1, Construction.—The estimate for 1961 provides for construction starts on 
buildings costing $167.7 million, including eight previously authorized projects 
costing $149.2 million, which have been resubmitted to the Public Works Com- 
mittees. Provision is made for fallout shelters in accordance with the national 
shelter policy. 

“2. Extension and conversion of buildings ——Through major extension and con- 
version projects existing buildings are brought up to standards and expanded to 
make them suitable for the current and future needs of the tenant agencies. 
Individual projects involving expenditures of more than $200,000 requiring 
approval of the Public Works Committees are financed under this appropriation, 
while those costing less are financed under ‘‘Repair and improvement of public 
buildings.’’ The estimate includes $13.7 million for such projects, the total cost of 
which is $18.1 million. 

3. Sites and expenses.—A total of $17.3 million has been included for acquisition 
of sites and design for new projects for which construction funds are provided in 
1961 or will be required in subsequent years”’ (from the budget for 1961). 

The Public Buildings Act of 1959, approved September 9, 1959, provides the 
basis for a long-needed comprehensive public buildings construction and acquisi- 
tion program, to be financed by direct appropriations. It represents the first 
general program authorization since expiration of the Public Buildings Purchase 
Contract Act of 1954, on July 22, 1957. In addition to authorizing approval of 
new projects the act requires reapproval of certain projects previously approved 
inder the 1954 act but not funded as to improvement costs. 

The approved budgetary program of projects contemplated under the 1959 
act, estimated to cost $816.4 million, includes $575.3 million for 20 projects 
previously approved under the 1954 act but requiring reapproval under the act 
of 1959, and $241.1 million for new projects and incidental costs. Proposed 
phasing of appropriations follows: 


Millions 
Total program. - - _- bibeS adi ud bebios cetesad bale wWoepen;, 2 ORS 
Funds requested for 1961__.__- oa ee aan a cree . Cee suetes sch dee 185. 0 


Appropriations required later - — _ - 
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Status of design for these projects as of June 30, 1961, follows: 


Millions 

i alate nadiembanadinceacukvatnnaenendiamn $369, 4 
I ce eneenna=nnmauin 259. 1 
Future planning and administration...._..................-------.2- 2.9 
Il i a a a cetera oe 631, 4 


The estimate of $185 million for 1961 provides $167,700,000 for construction of 
certain high priority projects and $17,300,000 for sites and expenses, summarized 
by activity, as follows: , 





Activities 
1. Construction f pase buildings— 1961 
(a) In the District of Columbia__ Se er cai Oo ec ee aa $68, 930, 000 
(b) Outside the District of Columbia__________________- 85, 051, 000 
Total, construction of public buildings - _ —____ 153, 981, 000 
2. Extension and conversion of buildings. __.______.___.____-- 13, 719, 000 
3. Sites and expenses: 932 Ca 
oe III 305i re eh meme cine 9, 200, 000 
ey nn Ew aceeceemsacaue 8, 100, 000 
'c) (eeerem cesmonment. ._ . . . 55.5 tence eewnne = (*) 
(d) Administrative operations---.-...............-...-.- (1) 
UR GUNNS on ccm ccencncesconce 17, 300, 000 
a re nn ee 185, 000. 000 


1 Financed from prior appropriations under “Sites and expenses.”’ 


APPROPRIATION LANGUAGE 


‘For expenses, not otherwise provided for, necessary to construct, alter by extension 
or conversion (involving an expenditure in excess of $200,000 for any one project), 
and acquire public buildings pursuant to the Public Buildings Act of 1959 (73 Stat. 
479), including preliminary oe of public buildings projects by contract or 
otherwise: equipment for such buildings; and prepayment of purchase contracts 
entered into pursuant to the Public Buildings Purchase Contract Act of 1954 (40 
U.S.C. 356); to remain available until expended, $185,000,000, of which not to 
exceed $68,930,000 shall be available for construction projects inside the District of 
Columbia: Provided, That annual accrued expenditures under this appropriation 
account, covering amounts becoming payable as a result of obligations incurred in the 
current fiscal year shall not exceed $60,000,000.” 


Explanation of proposed changes in appropriation language 

The new title is consistent with the major purposes of the Public Buildings Act 
of 1959. Further, that act spells out in substantial detail the specific purposes 
which are authorized, thereby making it unnecessary to encumber the language 
with repetitive phrases. 

Extension and conversion projects costing less than $200,000 each are not sub- 
ject to approval of the Public Works Committees and will continue to be financed 
from the “‘Repair and improvement” appropriation. Those over $200,000 must 
be so approved and are proposed to be financed by the “Construction and acqui- 
sition’ appropriation. The language reflects this policy. 

While the 1959 act authorizes use of contract services in connection with ap- 
proved projects, there appears to be doubt that such services are clearly authorized 
in connection with preliminary planning. Likewise, the matter of furnishing 
building equipment, while probably inherent in the authority to construct, is 
nonetheless the matter of some doubt. Both matters are resolved by positive 
provisions in the language. 

Authority to prepay purchase contracts, such as was approved in the general 
provisions of Public Law 86-255, under the appropriation ‘Construction, public 
buildings projects,’”’ not otherwise provided in the Public Buildings Act of 1959, 
is proposed for consistency. 

A limitation is proposed on the amount available for projects inside the District 
of Columbia. This conforms with longstanding practices under prior acts. 
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The — establishing a limitation on accrued expenditures is included as 
directed by the Director, Bureau of the Budget. 


JUSTIFICATION 


The Federal Government has not had a broad public buildings construetion 
program since the years preceding World War II. Furthermore, until about 1957 
funds available for repair and improvement of the existing public buildings were 
inadequate to meet annual deterioration and this has occasioned a serious backlog 
of deferred maintenance. In some instances, the current cost of rehabilitation 
and the functional obsolescence of buildings is such that replacement is now the 
more economic course of action. This situation has resulted in inadequate housing 
for existing Federal activities and has necessitated the use of privately owned 
facilities under lease, at mounting annual rental costs, to accommodate expanding 
Federal program requirements. Relief of the situation by use of the purchase 
contract method of financing authorized by the public buildings purchase contract 
of 1954 was limited to 29 of the 98 authorized projects by the Independent Offices 
Appropriation Act, 1959. For the remaining projects and selected new projects, 
the Congress set a policy of direct appropriation financing. The Public Buildings 
Act of 1959, approved September 9, 1959, provides a procedural charter for deter- 
mining on a continuing basis the public buildings needs of the Federal Government 
and for securing authorization for their acquisition, construction and alteration. 

The new appropriation proposed for 1961, “Construction and aequisition of 
public buildings,’’ includes (1) improvement costs only for certain projects for 
which site and design costs were previously appropriated under “Sites and 
expenses,’’ (2) both site and design as well as improvement costs for selected new 
projects, and (3) site and design costs only for a small number of new projects yet 
to be selected. 

Appropriations previously made for “Sites and expenses’”’ and ‘Improvement 
costs of other projects,’’ as follows, will continue to be used for such purposes: 

(1) ‘Construction, public buildings’’; (2) “Sites and expenses, public buildings 
projects’; (3) ‘‘Construction, Federal office building No. 6, Washington, D.C.”; 
(4) “Construction, U.S. Court of Claims and Federal office building, Washington, 
D.C.”; (5) “Construction, public buildings projects’; and (6) ‘Construction, 
U.S. mission building, New York, N.Y.” 

For convenience of the committee, there is presented at the end of this section 
exhibit A, which reflects a consolidated summary of obligations—past, current, 
and future—under the six prior appropriations as well as the new appropriation 
title proposed for 1961. Also included are exhibits B and C which reflect appro- 
priate details by individual project for each category of projects on exhibit A. 

As of January 1, 1960, all but 11 of the 87 buildings for which construction funds 
or purchase contract authorities were made available in prior acts, are under 
contract. The 87 buildings include 29 authorized purchase contracts and 58 
direct construction projects. By the end of 1960, 10 additional contracts will 
be let, leaving 1 funded project, St. Paul, Minn., on which the contract will be let 
early in 1961. Construction of 28 buildings was completed by January 1, 1960. 

As pointed out above, the estimate for 1961 provides funds for construction 
starts on certain previously authorized projects and site acquisition, design and 
construction starts on additional projects to be submitted for approval under the 
Public Buildings Act of 1959. Prospectuses for reapproval of 20 previously 
authorized projects were submitted to the House and Senate Public Works 
Committees on September 11, 1959. It is planned to submit prospectuses on 
the selected new projects to the Public Works Committees prior to consideration 
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of the budget by the Appropriations Committees. The following summary 
analysis breaks down the 1961 estimate by type of project: 


Pt 
| 


Number of | 1961 estimate 
projects 


tn 


1, Construction of— 
Projects requiring reapproval by Public Works Committees_.........| 


$149, 164, 000 


& 
New construction projects siiianene: hatin >thicecimatenrentdespuadesinn beckie> 8 4, 581, 000 
Extension and conversion projects -.........-.-.-------- stale ih 2 7,619, 000 
Total specified projects _—.....................- 18 161, 364, 000 000 
Additional construction and extension and conversion proje cts to be | 
selected......... aes Ab ebekhikenwerseb=Genke> onveeetesr — 6, 336, 000 
Ue IIIIOIN A S68 E chee cnt dcidnctesasibs mised iwiscloJ. meee ‘ _ 167, 700, 000 


2. Sites and expenses: | 
Site acquisition. --.-...-......--- = dha deas : sae 9, 200, 000 
Design and supervision 8, 100, 000 








nn ko cer encmnncopenn eaten nail 17, 300, 000 


a ih os hb a dsb wt cekei noe aS SiBsi auc fi corer! ” 185, 000, 000 





Mr. Tuomas. You have not finished your legislative authority, 
Is that correct, Mr. Floete? 

Mr. Fioete. That is correct, insofar as no prospectives have been 
fully approved by the Public Works C ommitteess 

Mr. Tuomas. Is there any need for going into these items now until 
we absolutely know what we are doing? 


DATA ON COST OF CONSTRUCTION 


Mr. Fioere. You can do it as you did a couple years ago, approve 
them subject to approval by the Public Works Committee. That 
was done 2 or 3 years ago. 

Mr. THomas. We will insert pages I-105 and I—106 in the record. 

(The pages referred to follow:) 


i) 
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—_—————— rrr Ee 


——— |: 00@0 O88  — — — — — — = eee 


1. Cenerecon of public buildings: 
. Inside the District of Columbia: 
Federal office building No. 8 (HEW) 
Federal office building No. 10 (FOB) 


Total,.inside the District of Columbia 
B. Outside’the District of Columbia: 
Camden, Ark.:) Post office; etc_.........-..-...- 
Bakersfield, Calif.: Federal office building. _-._- 
San Francisco, Calif.: Courthouse and Federal 
office building. ..........-.....2. oskeed. 
Denver, Colo.: Warehouse 
Hartford, Conn.: 
Denlidte ss su silt SLAM 
Wallingford, Conn.: Post office, ete....--...--. 
Wilmington, Del.: Courthouse, customhouse, 
and Federal office building 
Gainesville, Fla.: Post office and courthouse _--.- 
Miami, Fla.: Federal office building 
Statesboro, Ga.: Post office, ete 
Thomasville, Ga.: Post office and courthouse -- -| 
Boise, Idaho: Courthouse and Federal office | 
NG ooh aanie op esnncds etst-<ineniel cana de 
Seymour, Ind.: Post office, ete............------ 
Augusta, Maine: Post office and Federal office 
eal is lei de dbo 
Jackman, Maine: Border station 
Van Buren, Maine: Border station 
Vanceboro, Maine: Border station 
Webster, Mass.: Post office..........---...-..-. 
Billings, Mont,: Courthouse and Federal office 
ee 
Sweetgrass, Mont.: Border station___...--.----- 
North Platte, Nebr.: Post office and courthouse- 
Reno, Nev.: Courthouse and Federal office 
building 


Albuquerque, N. Mex.: W arehouse J 
Bismarck, N. Dak.: Post office and courthouse. 
Toledo, Ohio: Federal office building -.. 
Tulsa, Okla.: Post office and Federal office 
building 
Westerly, R.L: 
Charleston, 8.C 
Sioux City, 8. Dak.: 
Memphis, Tenn.: 


Courthouse and Federal office 


Pc - office, etc 

Federal office building Pe 
Post office, etc | 

Courthouse and Federal office 


NE ibd cack Ccucu6suset+unkataniwiveldaoen | 
El Paso, Tex.: Border station | 
Ogden, Utah: Courthouse and Federal office 


building. - 
Derby Line, Vt.: 
Montpelier, Vt.: 
Dayton, Wash.: 


Border station ‘ 
Post office and courthouse | 
Post office, ete <4 
tichland, Wash.: Post office and courthouse. | 
Cheyenne, Wyo.: Post office and courthouse- --| 
Unspecified new projects j 





Total, outside of District of Columbia 
Total, construction of public buildings 


2. Extension and conversion of buildings: 


Nogales, Ariz.: Border station 

Detroit, Mich.: INS headquarter 

Wyandotte, Mich.: Post office, etc 

Johnstown, Pa.: P9st office, etc ‘ 
Philadelphia, Pa.: Post office and courthouse 
New projects programed for 1961 


Total, extension and conversion of buildings 
, 


Total 1961 estimate 


Total 


900, 000 


350, 000 | 


8, 325, 000 


133, 000 | 


1, 287, 000 


702, 000 
124, 000 


310, 000 
341, 000 
335, 000 


131, 000 


612, 000 
690, 000 
312, 000 


469, 000 
552, 000 
3, 230, 000 
4, 550, 000. | 


2. 495, 000 | 


274, 000 
248, 000 


515, 000 | 


11, 279, 000 
100, 000 


870, 000 
37, 000 
120, 000 
332, 000 
582, 000 
1, 127, 000 
4, a2, 000 


100, 204, 
169, 154, 


000 
O00 


509, 000 
1, 029, 000 
114, 000 
280, 000 
ge 
7, 100, 000 


15, 846, 000 


185, 000, 000 


1961 estimate 


Sites.and 
expenses 


900, 000 | 





702, 000 


312, 600 
} 
469, 000 


2, 495, 000 
} 274, 000 
248, 000 | 





515, 000 


100, 000 


870, 000 
37, 000 | 


120, 000 | 


582, 000 
, 127, 000 
966, 000 


oS = 


15, 17 
15, 17 


3, 000 
3, 0OO 
509, 000 
114, 000 
280, 000 
224, 000 
1, 000, 000 


2, 127, 000 


17, 300, 000 


Improvement 
cost 


| + e222 ------ eee 


332, 000 


| 


236, 000 
, 051, 000 
, 981, 000 


ye 
Zo oe 


, 029, 000 


3, 590, 000 
6, 100, 000 


13, 719, 000 


167, 700, 000 
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Explanation of the cost elements included in each activity follows: 

1. Construction of public buildings, $158,981,000.—Includes cost of improve. 
ments and built-in buildings equipment. Furniture and furnishings are to be 
provided by tenant agencies under GSA regulations which require maximum 
continued use of existing furniture and furnishings: 

(a) Inside the District of Columbia, $68,930,000.—Includes buildings 
located within the official boundaries of the District of Columbia. The egtj- 
mate for 1961 provides for construction of two office buildings. 

(b) Outside the District of Columbia, $85,051,000.—Includes buildings in 
the 50 States and the territories and possessions of the United States. The 
estimate for 1961 provides for construction of (1) nine general purpose 
buildings, (2) four border station facilities; and (3) one warehouse. 

2. Extension and conversion of buildings, $13,719,000.—Includes alteration cost 
incident to extension and conversion of buildings to make them suitable for cur. 
rent and future needs of tenant agencies, where individual projects involve ex. 
penditures in excess of $200,000. Projects costing less than the above amounts 
are financed under the “Repair and improvement” appropriation. 

The estimate for 1961 includes two specific projects and provides funds for 
additional projects at locations to be determined. 

8. Sites and expenses, $17,300,000.—Includes : 

(a) Site acquisition, $9,200,000.—For acquisition of sites, including cost 
of appraisals. 

(b) Design and supervision, $8,100,000.—Preparation of drawing and 
specification, by contract or otherwise ; technical services by the Design and 
Construction Division; soil surveys and tests, reproduction of plans and 
specifications; and supervision of construction, by contract or otherwise. 

(c) Program development, none.—Includes personnel engaged in program 
planning, preliminary development of projects, community surveys and 
other expenses, not distributed to specific projects. 

Costs for 1961, estimated at $500,000, are entirely financed from prior 
appropriations under “Sites and expenses.” 

(d) Administrative operations, none.—Financial, administrative, and 
legal services, management supervision, and legislative and information 
services to support this program, not distributed to specific projects, are 
provided by the integrated staff organization of GSA financed by transfers 
to the Administrative operations fund from funds provided for the respec- 
tive programs. Costs for 1961, estimated at $500,000, are entirely financed 
from prior appropriations under “Sites and expenses.” 


CONSTRUCTION PROGRAM 


Mr. Tuomas. This will be subject to revision at the proper time 
after we get the complete picture. 


The estimate for 1961 provides for construction starts on buildings costing 
$167.7 million, including eight previously authorized projects costing $149.2 mil- 
lion, which have been resubmitted to the Public Works Committees. Provision 
is made for fallout shelters in accordance with the national shelter policy. 


EXTENSION AND CONVERSION PROGRAM 


Through major extension and conversion projects, existing buildings are 
brought up to standards and expanded to make them suitable for the current 
and future needs of the tenant agencies. Individual projects involving expendi- 
tures of more than $200,000 requiring approval of the Public Works Committees 
are financed under this appropriation, while those costing less are financed under 
“Repair and improvement of public buildings.” The estimate includes $13.7 
million for such projects the total cost of which is $18.1 million. 


SITES AND EXPENSES 


A total of $17.3 million has been included for acquisition of sites and design 
for new projects for which construction funds are provided in 1961 or will be 
required in subsequent years. 
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PROPOSED CONSOLIDATION OF CONSTRUCTION ITEMS 


I notice you combine all of your language here. I imagine the 
committee would feel we should separate the construction funds from 
the sites and planning funds. 

Mr. Turpin. Actually, as the budget estimate is submitted, there is 
a consolidation of the estimate for the $185 million submitted for 1961 
only. We still have all of the other construction appropriations un- 
der which we are currently operating as listed at the bottom of page 
I-103. . 

It would be helpful at the appropriate time if a consolidation of 
some of those items could be made into one or two appropriations. 
It would make it a lot easier to keep track of the construction projects 
and it would help the bookkeeping, too. 

Mr. Tuomas. You set out each project here such as “Construction, 
Federal Office Building No. 6, District of Columbia”; “Construction, 
U.S. Court of Claims”; “Construction, public buildings projects”; 
“Construction of other buildings.” Those will go by the board in due 
time. 

Mr. Turpin. Yes, sir, but then we do have an old “Sites and 
expenses” appropriation and an old “Construction” appropriation. 
Those are still active. 

Then we will have the one submitted here for 1961 which will be 
a third one. 

Mr. 'THomas. ‘Those are two mighty good paragraphs, are they 
not 

Mr. Turrrn. Yes, sir. 

Mr. Tuomas. There are two or three other programs where there 
is no money requested. 


PROJECT IN CHICAGO 


Mr. Yares. Mr. Floete, I would like to ask about the list which 
appears on page I-111, and which has the Chicago project listed 
thereon. 

You have enough funds for your purposes this year? Also, where 
is the Chicago project ? 

Mr. Fiorerrn. Well, we proceeded to acquire the site and we have 
employed the architects. We have, as this indicates, all of the sites 
and expenses money that we need. 

Mr. Oia All right. 

This indicates you are asking only for $200,000 for this next fiscal 
year: is that right? 

Mr. Fiorte. From the old Sites and expenses appropriation for 
review of drawings and specifications, etc. 

Mr. Yates. Will you not be ready to begin construction in fiscal 
year 1961? 

Mr. Turrin. January 1961 is the target date for completion of the 
drawings and specifications for the courthouse and Federal office 
building, and June 1961 for the separate Federal office building. 

Mr. Fiorre. So, we could, theoretically, I would say, schedule it for 
the spring and summer of 1961. 

Mr. Yates. Then you should have asked for some money in here 
for that project ; should you not ? 
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Mr. Fioere. Well, we have $185 million to go on, and we tried to 
divide it up. You cannot do it on any mathematical basis, but if you 
note the way we have proceeded, we have specified the projects that 
would be appropriated for this year. They have some geographical 
distribution and some relationship to the date on which the plans were 
completed, and they have also something to do with the site acquisition, 

Mr. Yates. Upon looking through ‘the lists, I did not see any 
buildings mentioned for Hlinois. , 

Mr. Fvoere. No; there are none. 

Mr. Yates. Well, I think probably the best thing to do is wait and 
see what the Public Works Committee does. 

Mr. Fioerte. Yes, sir. 

Mr. Jonas. Off the record. 

( Discussion off the record. ) 


BOSTON, MASS., PROJECT 


Mr. Botanp. Mr. Floete, the only question I have is with reference 
to Boston. What is the situation there ? 

Mr. Frorrr. Well, the latest information is that, last Thursday I 
met with the mayor of Boston here at his hotel, and we discussed the 
whole matter thoroughly. I brought him up to date from my point 
of view-on everything and he says he now has authority to represent 
all agencies. Up until this time we had been dealing with about six 
different groups, and could not get any place. So, I am glad to see 
that. He showed me the letters he had. Then we had a contract with 
the Boston Redevelopment Authority for that site on Washington 
Street between School and Court, which they voluntarily ¢ ame — 
here last July and offered—I had never seen it or heard of it—but 
they thought it was a good site and we finally made a deal ie it and 
signed the contract. 

Up until this time there had been indecision in regard to it. Im- 
mediately a terrific furor arose in Boston about this site, not directed 
so much against us, but against the Boston Redevelopment Authority 
for having made the deal. So it has gone on since that time. The 
mayor is going to write a letter and say that the Boston Redevelop- 
ment Authority is unable to deliver that site. So I suppose we have 
no contract under those circumstances. 

He is also going to say that he represents all interested parties now, 
and he is going to suggest that we ti ake the same site they have been 
trying to get me to take, that he is going to state exactly what the 
city of Boston is going to do about builc ling a new city hall, how 
and when, and exactly “how the State is going to proceed to build its 
new office building, which is located at ‘the end of Scoll: ay Square. 
Then there is an unemployment building to be built, and that is to be 
built just east of where they want us to go. Lastly, he is going to 
state the price at which we could acquire the site that he is going to 
offer. I suppose we will have the letter this week or next week, and 
then we will get together and see if we can come to an agreement, 

Mr. Botanp That is all, Mr. Chairman. 
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UNSPECIFIED NEW PROJECTS 


Mr. Jonas. Mr. Floete, on page I-105 you have listed 87 projects out- 
side the District of Columbia in the amount of $100 million. 

Mr. Fuoere. Yes. 

Mr. Jonas. In the last item you refer to unspecified new projects. 

Mr. Frorre. Yes. 

Mr. Jonas. Does that include those that you sent up subsequently 
after you sent your first list to the Public Works Committee? 

Mr. Fiorre. Nosir; we have not submitted it yet. 

Mr. Jonas. You have not submitted it ? 

Mr. Fiorre. No, sir; not for these projects. 

Mr. Jonas. You have not submitted it as yet to the Public Works 
Committee ? 

Mr. Fuioere. No, sir; we have not submitted a second list. We 
submitted the 68, and while we have done some work on the second 
list, we have not sent it up yet. 

Mr. Jonas. I noticed down in the second section, extension and 
conversion of buildings, the last item, you have an item in the amount 
of $7.1 million for new projects for 1961. 

Mr. Fiorre. That is correct. 

Mr. Jonas. Is that in addition to the five specifically listed ? 

Mr. Fioere. Yes, sir; that is in addition. 


HICKORY, N.C., PROJECT 


Mr. Jonas. I have been looking through this list, and I cannot find 
the project for Hickory, N.C., anywhere on there. That is the reason 
Tam asking these questions. 

With reference to the extension of the existing building at Hickory, 
N.C., I want to be sure that I know as much about it as you have 
available at this time. 

Mr. Turpin. That project appears on page I-113 at a cost of 
$1,317,000. 

Mr. Fiorere. We show the funds, you see, for it, as well as the neces- 
sary planning. 

Mr. Tuomas. That project would not be included in these listed on 
the page referred to? 

Mr. Turprn. No, sir; because those listed on I-105 are limited to 
projects for which additional funds are being requested in 1961. 

Mr. Fiorre. We have the funds for the planning and we do not 
need construction funds in 1961. 

Mr. Tuomas. I see. 

Mr. Jonas. I have no other questions. 

Mr. Tuomas. Will it be ready for construction under the 1962 
budget ? 

Mr. Fiorre. Yes. 

Mr. Tuomas. In other words, you have sites and planning now, and 
it will be ready for construction next year, and you will request 
money for that project at that time? 

Mr. Fioere. Yes, sir. 

Mr. Tuomas. Are there any other questions, gentlemen ? 

(No response.) 
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Mr. Tuomas. We thank you very much, Mr. Floete, for your pres- 
entation today. Tomorrow we shall consider volumes 2 and 3 of the 
justifications. We shall meet at 10 o’clock in the morning. 


Wepnespay, Fresruary 10, 1960. 


PERSONAL PROPERTY ITEMS, GENERAL SERVICES 
ADMINISTRATION 


WITNESSES 


HON. FRANKLIN G. FLOETE, ADMINISTRATOR 

WILLIAM P. TURPIN, COMPTROLLER 

L. L. DUNKLE, JR., DIRECTOR, NATIONAL BUYING 

CLARENCE D. BEAN, COMMISSIONER, FEDERAL SUPPLY 

J. M. McGEE, ASSISTANT COMMISSIONER, SUPPLY OPERATIONS 

J. W. FLATLEY, ASSISTANT COMMISSIONER, PROPERTY MANAGE- 
MENT 

J. A. GARVEY, ASSISTANT COMMISSIONER, UTILIZATION AND 
SALES 

L. R. LIEF, BUDGET REPRESENTATIVE 


Mr. Tuomas. The committee will come to order, please. 

We will take a look at the personal property items. 

It is certainly nice to see you, Mr. Bean. Do you have a statement 
you would like to make. 

Mr. Bean. I have no general statement. 

Mr. Tuomas. He is an outstanding individual anyway you want to 
look at him. Tell us how you are doing. 

Mr. Bran. Overall I think we are doing pretty well. Business is 
still increasing, service is good, and we are still able to do it ona 
low cost percentage. The program is progressing very well. 

Mr. Tuomas. This is a very interesting subject to me, being a 
country merchant at heart and through training. 


DISPOSAL OF SURPLUS PERSONAL PROPERTY 


The only thing that troubles me in the whole operation is your dis- 
posal of personal property. I do not know what in the world you do 
about it. I know you are hammering away at it. 

When you summarize this thing, here is about the way it shapes 
up: In 1961 you expect $10 billion worth of excess property at ac- 
quisition cost. We are going to dispose of it by three methods as far 
as GSA is concerned. You are going to utilize about $305 million 
in other Government agencies under the theory that will keep them 
from buying just that much. You are going to get cash back in the 
neighborhood of $8,100,000 for sales of $45 million. Then you are 
going to donate to various institutions that the statute names about 
$550 million. 

But when we get through looking at it, from the fiscal point of 
view, it is going to cost. you almost $3 million to do all of that. So 
when it all adds up the Government is out of pocket in round figures 
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$3 million to utilize, sell, and donate $900 million worth of property 
at acquisition cost. That is about the way it adds up. How far did 
I miss it? 

Mr. Bean. I don’t think that is a fair statement. 

Mr. Froere. I think that you missed it. 

Mr. Tuomas. Straighten me out then. 

Mr. Fioere. You start with $10 billion, which is the total acquisi- 
tion cost. GSA handles a very small part. The military handles the 
large part. It is true that they do not get a big return on the dollar 
because so much of it is worn out, obsolete, or designed for special 
military purposes. They took in some $150 million from their sales 
last fiscal year. 

Mr. Tuomas. That is the absent item that is not in this justification 
to complete the picture. 

Mr. Frorre. I have forgotten the exact amount, but it seems to 
me it is more than that. It is $60 million from scrap and some very 
sizable figures from other sales. 

Mr. THomas. You donate $550 million at acquisition cost to insti- 
tutions that qualify under the statute. 

Mr. Fioete. That is right. 

Mr. Tuomas. And you utilize $305 million by disposing of it to 
various Government institutions, bureaus, and so forth. 

Mr. Fioerr. Yes. 

Mr. Tuomas. We assume that is a savings of $305 million. You 
are actually going to get cash for what you sell in the amount of 
$8.1 million ? 

Mr. Fuorre. Yes. The absent figure is what the Defense Depart- 
ment does. 

Mr. Tuomas. That is not so bad. If yours is $8.1 million and your 
cost of doing business is $3 million you will still be putting $5 million 
in the ‘Treasury. 

Now, let us take a look at the overall. 

Mr. Frorre. We would certainly like to have some ideas as to how 
to do this whole thing better because it is certainly a very poor return 
to the Government. There is no doubt about it. It amounts to $10 
billion, and we would only get in cash about $165 million for it. 

Mr. Tuomas. What is the money that the Defense Department gets? 
Do you have that figure ? 

Mr. Turprn. In fiscal 1959, it was $153,426,000. It represents 4 
or 5 percent. 

Mr. Tuomas. Percentagewise do you have a cash return average 
on about $10 billion worth of material ? 

Mr. Bean. Only for that portion sold as usable property. It was 
4.5 percent in fiscal 1959. 

Mr. Tuomas. Is that percentage increasing or just standing the 
same ? 

Mr. Bean. As a matter of fact, it has decreased a bit. 

Mr. Fiorre. As far as we are concerned, if we can increase the 
utilization that is a good thing. If we can increase the donations, 
even though that does not bring in anything to the U.S. Treasury, 
it does the United States some good. 


Mr. Botanp. You do not handle the Post Office Department’s 
disposal ? 
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Mr. Fuiorre. By agreement GSA sells all of their trucks. In 
operating, we sell other things for them. We are starting to take 
over sales of personal property for the civilian agencies. They have 
a small amount relatively. Not many of them have a very keen in- 
terest in the function. 

Mr. Bran. Presenty we are handling sales of motor vehicles for 
the interagency motor pools; and the FBI, in addition to the Post 
Office Department. 

Mr. Botanp. The Post Office Department has a big program of 
securing new equipment and disposing of old equipment. 

Mr. THomas. Mr. Bean made a significant statement a while ago, 
He said that that figure of 5-percent net return had been decreasing, 

Mr. Bean. Yes, sir. 

Mr. Tuomas. How do you account for that? 

Mr. Bran. I think there is more highly specialized military equip- 
ment being generated, and we are taking out the general interest 
items for further Federal use or donation to the States. 

Mr. Tuomas. The market is just getting saturated ? 

Mr. Bean. Of course. 

Mr. Tuomas. The record ought to be made amply clear at this point 
that most of this disposition program comes in the armed services and 
wha you are getting from the armed services is just metal. 

Mr. Bran. Sixty percent or more of the total declared excess is, in 
effect, scrap. 

Mr. Tuomas. You have to convert it into scrap. It is not scrap 
when you get it ? 

Mr. Beran. Scrap-type property is not reported to GSA for 
screening. 

Mr. Froere. The return is about 1 percent on $10 billion. 

Mr. Tuomas. Did we not have a rosy picture here 2 or 3 years 
ago that when the GSA got hold of this whole disposal program that 
we were going to get the figure up from 414 percent to 6 or 8 percent?! 

Mr. Fiorre. Maybe you did. The man who made the statement is 
not with us any more. 
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OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


Program and financing 
1959 actual | 1960 estimate | 1961 estimate 











a by activities: 


I RN a eecnancuneneeennen $1, 774, 539 $2, 034, 141 | $2, 945, 700 

. GENES DENEINSU. = occ ccctccccencscnee= Siaahoued cents 411, 692 464, 098° | 513, 200 
3. Federal catalog participation...........--- i iieebumaite 552, 334 548, 904 | 576, 300 
4. Motor vehicle management. ........---- vaicubeebwaade | 202, 841 205, 200 240, 700 
ee WIN oi ee damemnasdernandaniinanhacintbal | 760, 338 | 777, 323 834, 600 
6. Supply management -__...... ae seiddimeudeaame>yaneire 367, 416 | 377, 159 436, 100 
7. TRIOS TORI 6 kk di ee ec eincontedod De iditanineesenanted | 52, 000 98, 000 168, 000 
Bi BPRS GOOD. 5c ch oped qnguccnedcecuctnnwesnbosnen 572, 436 560, 636 570, 400 
9. Administrative operations. _-..........-..--- es 914, 100 948, 000 1, 200, 000 
10. Adjustment of prior year costs-__............-.-..---.-- 11, 555 dhuewtmntene te aalieadioniiicd 
TORRE PUREE CIID is a chs isn s cs cctcaseeceeus 5, 619, 251 6, 013, 461 7, 485, 000 


11. Relation of costs to obligations: 

Costs financed from obligations of other years 

(unpaid undelivered orders), met (—)-......----- —6, 006 —13, 461 
Obligations incurred for costs of other years (un- 

paid undelivered orders), net. 





bb beet iene ened onapemmmnets 15, 000 
Total program (obligatioms)_..............---- 5, 613, 245 6, 000, 000 7, 500, 000 
Financing: Unobligated balance no longer available. _.------ A SN Te ttinshs cbetinntak sé dininol eaccteiei abe vnaialie 
New obligational authority. ............................ 5, 714, 700 6, 000, 000 7 7, 500, 000 

New obligational authority: Appropriation 
DE. ~hbrscchcceseusceunbehannacs Lea nheeanneeeeenl 3, 715, 690 770, 000 4, 240, 000 
RS Sentincadod tc: inceyetiadidniahinndtnbinne~nintinadaddaiaeties 1, 999, 010 2, 230, 000 3, 260, 000 
I iitenntngecinnutiidig wwhisteinndonetemate 5, 714, 700 6, 000, 000 7, 500, 000 





1 Includes capital outlay as follows: June 30, 1959, $49,990; 1960, $17,419; 1961, $35,900. 


Object classification 


| 1959 actual | 1960 estimate | 1961 estimate 








Siciliano ili ona acuta aia Sa nisitediliaatl = fetes ae iaigeaatacit 
| | 
Total number of permanent positions_.._...............-.-... | 559 598 744 
Full-time equivalent of all other positions_................-- | 5 1 1 
Average number of all employees. .............-... 2. ei eal 522 57 706 
Number of employees at end of year. _..............-...-..... 551 586 | 730 
Average GS grade and salary...................-- ------.----| 80 $6,625/|82 $6,798 8.3 $6, 739 
Average salary of ungraded positions..................-.- 4 $4, 410 | $4, 410 | $4, 290 
01 Personal services: } | 
re I $3, 433, 517 $3, 853, 000 | $4, 745, 000 
Positions other than permanent_._.__- ve same 31, 850 | 5, 100 | 5, 100 
Other pérsonal services... ..- cachceeaanaie ‘ 22, 788 38, 900 | 24, 500 
pi eS ae ae ae ee 3, 488, 155 3, 897, 000 4, 774, 600 
ON salle lai taclll et aintnn iorouste ieee os vers 151, 138 | 177, 500 | 270, 800 
03 Transportation of things_.-----__- eo cena ets 10, 141 14, 000 13, 400 
# Communication services._..................-..-..-- 2 161, 461 155, 800 | 189, 700 
5 Rents and utility services.......... a scacciatre kitts de 23, 718 700 
06 Printing and reproduction. -__- : ; as ae 298, 204 , 500 2 
07 Other contractual services. -- Guba Mivih, 110, 308 | 81, 400 157, 800 
Payment to ‘*A¢ iministrative ‘Operations fund”... ot 914, 100 48, 000 | 1, 200, 000 
Services performed by other agencies____- ie icine teil 147, 792 97, 900 117, 000 
08 Supplies and materials ; chi win nnteee adden on 42, 671 41, 900 62, 100 
0 Equipment...........-- 5; anit ee ae 40, 104 5, 900 
ll Grants, subsidies, and contributions. _.____- ys 213, 571 253, 200 310, 400 
138 Refunds, awards, and indemnities. . ctipdieee oat : 8, 917 3, 000 1, 100 
NS a eee oe eee 2, 875 200 200 
Total obligations__.__- SE. betcha oe dene - 5, 613, 245 6, 000, 000 7, 500, 000 


JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. We shall insert pages II 1, 2, and 3 in the record at 
this point. 


(The pages referred to follow :) 
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Administrative operations employment shown for information only, nonaddl- 


NOTE. 


tion. 


1 Funds available not considered new obligational authority in budget schedule. 
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Summary reconciliation of 1961 estimate to 1960 funds 














1960 appropriation in annual act (direct appropriation) .......__- $3, 770, 000 
Appropriation in annual act (from proceeds of sales) ~.._...-~~-~- 2, 230, 000 
Comparative financing from “Construction services fund’__--_-~~ 10, 800 
Comparative financing from “Revolving fund, Defense Production 
Be echt h cone hb eck apices os abe ie cass hReceel nsk eed sd in bi banbebelbaobie 15, 200 
Ceiaperative  totel for 2000 ike eh 6, 026, 000 
Increases in 1961: 
Expand utilization of excess personal property, in- 
crease sales assistance to civil agencies, and ac- 
eelerate furniture rehabilitation.__..........__~~- $896, 900 
Accelerate production of specifications and Federal 
standards and provide increased emphasis on 
are Gherrmpering oe a es 67, 800 
Accelerate item identification_........__....-...--- 26, 900 
Improve management practices and operation of en- 
tire Government motor vehicle fleet.___...__.__.__ 34, 700 
Increase inspection and testing of items on Federal 
mesory’ ecneamies.. oo in edwin 51, 700 
Extend supply management activities, including 
internal implementation of the Federal Procure- 
ment Regulations applicable to personal property 
ang nveperentnl Gee viete.n. ns iene 57, 100 
Increase liaison with civil and military agencies to 
assure uniform purchasing and contracting poli- 
cies and procedures and to increase printing of 
Federal Procurement Regulations___.....-.--.-.- 40, 300 
pecmeae’ it “meme. Te el OL 7, 000 
Contribution to health benefits fund__._..-___-_-_ 39, 600 
Administrative operations support....._.._-_----- 252, 000 
1, 474, 000 
eee, GOT eons. ail soe EEO 7, 500, 000 
Financing : 
ioe rece Woerwrrinten soe oo i ea 4, 240, 000 
From proceeds of surplus personal property sales_._........- 3, 260, 000 
rs Eck ererdiaas Aten ee elb abe dene RU bee Soi da 7, 500, 000 
Analysis by activities 
ree ereeponene —— ) - ) 
Activities | 1960 adjusted | Decreases Increases | 1961 estimate 
EE ES a aa | 4 8 |) $916, 500 $2, 951, 500 
armnenen OUOOR | 9 aera 71, 200 516, 200 
8. Federal catalog participation. _.........____- | | |} eae 30, 900 581, 300 
4. Motor vehicle management-_....._.....--.-- DE Oc. cha talnntades 35, 900 241, 200 
§. Supply contracting__........... wiihaedibtaiin ECM Eines ctacnaenene 57, 400 834, 800 
6. Supply I disnwanccorctimessose --| Sete i chenkdecnon 59, 400 436, 600 
1. peesuremient policy... ......-.-. ene no ase 127, 000 ae : 41, 000 168, 000 
NS ee a 9, 700 570, 400 
9. Administrative operations.__............___- 948, 000 L Gasina bias 252, 000 | 1, 200, 000 
NESE ene ee ea 6, 026, 000 | Ba 1, 474, 000 | 7, 500, 000 
} 
I $6, 000, 000 
I a aaa se east a one +26, 000 
eee NUE RONL Ce aa a ee sk 6, 026, 000 
I cecal seat tai hebventnl icone +41, 474, 000 
Sy a cena pe eseven eet euabebennmamineim +7, 500, 000 


TIncludes $3,260,000 to be derived from proceeds of personal property sales. 
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GENERAL STATEMENT 


“This appropriation provides for establishment of efficient personal property 
management practices throughout the Federal Government” (from the Budget 
for 1961). ; 

Activities financed from this appropriation include establishing policies anq 
procedures governing the procurement, distribution, utilization, and disposal of 
personal property; establishing standards of quality, sizes, types, and catalog 
identification of items purchased; prescribing and, surveillance of inventory 
levels ; insuring effective use within Government of property excess to the needs 
of the owning agency; assisting agencies in sale of surplus property ; improving 
management of motor vehicles, including establishment of interagency motor 
pools, where feasible; providing contracts which make available to all agencies 
lower prices resulting from volume purchases, and related operations. 

The estimate for 1961 of $7,500,000 includes $3,260,000 for utilization and dis. 
posal activities to be derived from proceeds of sales as in 1960 and $4,240,000 
by direct appropriation. This is an increase of $1,474,000 over the comparable 
amount for 1960. 

Of the increases for 1961, $790,500 is to effect greater use by Federal agencies 
of excess property and to provide additional specialized sales service to civil 
agencies to increase sales returns, and $126,000 is to accelerate the furniture 
rehabilitation program ; $71,200 is for an increase in production of specifications, 
amendments, and standards: $30,900 is for acceleration of the catalog program; 
$35,900 is for providing broader coverage and improved management practices in 
connection with the Government’s motor vehicle fleet; $57,400 is for increasing 
quality control coverage of Federal supply schedule contracts in accordance with 
recommendations of the Interagency Conference Committee for Review of Fed- 
eral Supply Schedules; $59,400 is for internal implementation of Federal Pro- 
curement Regulations applicable to the procurement of personal property and 
nonpersonal services; $41,000 is for increased liaison with civil and military 
agencies to achieve maximum uniformity and simplification of procurement regu- 
lations and printing Federal Procurement Regulations ; $252,000 is for tinancing 
administrative operations support ; $9,700 is for increased postage fees and other 
miscellaneous costs. 

Operations in 1959 were highlighted by increased emphasis on improving cash 
returns from sales of surplus personal property. Further, there was a major 
increase in agency usage of Federal supply schedule contracts, principally 
oceasioned by purchase of electronic data-processing equipment and military 
purchases of aircraft and ground tires. 

Activities incident to supply distribution are provided for in a separate appro- 
priation, “Expenses, supply distribution.” 

Mr. Tuomas. This deals with the “Operating expenses, Federal Sup- 
ply Service.” 

You have eight or nine big subheads here—“Utilization and Sales,” 
“Supply Standards,” “Federal Catalog Participation,” “Motor Vehi- 
cle Management,” “Supply Contracting,” “Supply Management,” 
“Procurement Policy,” “Service Direction and Administrative Opera- 
tions,” which is a common service provided out of one big pool. 

Your cost for 1960 for these various operations is $22,088,800, and 
it goes up this year to $23,300,000, an increase of approximately 
$1,200,000. 

Mr. Turpin. No, sir. You were just reading from the one appro- 
priation, “Expenses, supply distribution.” If you want the total for 
the Federal Supply Service, it is $28,114,800, and it goes to $30,800,- 
000 in 1961. 

Mr. Tuomas. I was trying to keep segregated your stores activities. 

Mr. Turpin. All right, sir. The one that we are talking about first, 
which is “Operating expenses, Federal Supply Service,” goes from 
$6,026,000 to $7,500,000, or an increase of $1,474,000. That is on the 
top line on page IT-1. 
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TOTALS FOR FEDERAL SUPPLY SERVICE 


Mr. Tuomas. Yes. I was reading the totals. 

Covering the whole Federal Supply Service, your 1960 total is 
$98,114,800 against $30,800,000 for 1961. 

Mr. Turpin. That is correct. 


INCREASE IN EMPLOYMENT 


Mr. Tuomas. What is the increase in employment ? 

Mr. Turprn. It goes from 8,207 to 3,499, or about a 300 increase. 

Mr. Yates. How is that broken down, between the central office and 
the field ? 

Mr. Turpin. That iscorrect. The central office is 597 going to 642 in 
1961. For the regional offices, 2,611 to 2,858. 

Mr. Yarrs. What is the reason for the increase ? 

Mr. Turrrn. It is chiefly related to additional business in the supply 
distribution system, and some additional employment for the personal 
property utilization and sales program. 


UTILIZATION OF EXCESS PERSONAL PROPERTY 


Mr. Yates. What is that personal property utilization program? 
None of this relates to the need for the new surplus disposal program, 
or does it ? 

Mr. Frorrr. This is a part of the whole personal property, dis- 
posal program. The utilization program contemplates the futther 
use in other Government agencies of excess personal property. We 
immediately screen all agencies of Government for potential needs, 
and are trying to get them to use more because theoretically at least 
it is a direct dollar saving. A lot of this property is a good usable 
property. 

Mr. Yates. This increase is attributable to that program and the 
need for it? 

Mr. Fioere. It is, in part. We are trying to step the program up. 
We have taken a lot of steps already along that line and the “y are com- 
mencing to bear fruit. We will progressively increase Federal prop- 
erty utilization in the years ahead, I am sure. 

(Discussion off the record. ) 


INCREASED EMPLOYMENT IN FEDERAL SUPPLY SERVICE 


Mr. Txoomas. What is the total increase for the Federal Supply 
Service ? 

Mr. Turrrxn. About 300. 

Mr. Tuomas. 3.207 to 3.499. about 300 ? 

Mr. Turpin. Yes. 


INCREASE REQUESTED FOR UTILIZATION AND SALES 


Mr. Tuomas. And that is scattered out through 8 or 10 classifica- 
tions here. Now we have utilization and sales. It goes from $2,035,000 
up to $2,951,500. That is a pretty sizeable increase. What is the 
purpose of that ? 
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Mr. Bean. The additional $916,500 is to provide $410,000 to cover 
a substantial part of the integration of surplus sales of civil agencies 
under GSA jurisdiction; $126,000 to increase rehabilitation efforts 
on Government furniture ; and $380,500 to expand utilization of excess 
property by Federal agencies. We have at the present time two peo- 
ple in each of the 35 military locations that produce the greatest 
amounts of excess. 

Mr. Tuomas. Where are these people located? Have you set. up 
any district offices ? 

Mr. Bran. Yes. 

Mr. Tuomas. Do you have your offices right at your military 
installations ? 

Mr. Brean. Right at the military installations. 

Mr. Tuomas. How many offices do you have ? 

Mr. Bean. Right now we have 35 such offices and we hope to bring 
that up to 40 this coming year. 

Mr. Tuomas. These offices are all located at various military 
installations ? 

Mr. Bean. That is right. 

Mr. Tuomas. What is the average employment per office? — 

Mr. Bean. Right now it is two people, one man and a girl. That 
is not sufficient to cover the amount of excess goods being generated. 

Mr. THomas. What is the total cash that you are going to receive, 
$8.1 million? 

ry Turpin. That is correct; yes. It is from sales conducted by 
GSA. 


FINANCING OPERATIONS FROM PROCEEDS OF SALES 


Mr. Tuomas. Why cannot we take all of your administrative ex- 
penses out of that $8.1 million rather than take a bite out of it? 

Mr. Bean. We draw against all proceeds from sales funds deposited 
in the Treasury. The available fund is much larger than the $8.1 
million deposited through GSA sales actions. 

Mr. Tuomas. What do you mean, you draw against it? 

Mr. Bean. The Department of Defense, the other agencies, and 
GSA deposit proceeds in Treasury accounts and GSA and DOD draw 
against the total available. 

Mr. Tuomas. We are just talking about the General Services Ad- 
ministration. Why should we take two little bites at it here? Why 
should not the whole $2.1 million come out of here ? 

Mr. Turrrn. It is $2.9 million. What comes out of the proceeds 
now is limited to the utilization and sales program. These other 
items in the operating expenses, Federal Supply Service, relate to 
the general management of personal property for the Government 
and not to the excess or surplus. 

Mr. Tuomas. The language in the appropriation bill, the limitation, 
is really made to take care of that item of expense dealing with your 
sales ? 

Mr. Tourer. Utilization and sales. 

Mr. Tuomas. How much is that this year, the administrative cost! 
Is it $2.9 million ? 

Mr. Tourrtn. That is the part related to the Federal Supply Serv- 
ice, and the difference would be in the administrative operations, 
making a total of $3,260,000 for 1961. 
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Mr. Tuomas. This language was put in there 4 or 5 years ago 
when your sales were not quite so big. 
Mr. Frorre. The $3,260,000 just applies to the utilization and sales 
- of it, and these other expenses oud nothing to do with that 
m. It would not seem logical] to meet these other expenses out 
Prt e proceeds of sales, 


UTILIZATION AND SALES 


Mr. Tuomas. Let us take a look at utilization and sales. We shall 
insert pages I]-5, -6, -7, -8, and -9 in the record at this point. 
(The pages follow :) 





Average employment 

















Amount Saas jeeeinad eae raenailtingtenpvaisinds - 
seen oa | Field Total 
bch knbdedttnpadsbenmannde yeamatinne iin $2, 035, 000 43.7 204. 6 248.3 
Sl Giininnerignakdiebeubbeenbidaen shane +916, 500 +14. 6 +87.5 +162.1 
sctihined sulobiengbcantedos ebullient 2, 951, 500 58.3 292. 1 350. 4 
HIGHLIGHT 


“Excess usable personal property is reported to General Services Administra- 
tion for screening against needs of Federal agencies to accomplish maximum 
Government utilization and obviate new purchases by transfers of property. 
The residue, together with surpluses not screened by General Services Adminis- 
tration, is either donated for educational, public health, or civil defense purposes 
or released for public sale. Utilization transfers amounted to $138 million in 
1958, $141 million in 1959, and are expected to be $215 million in 1960 and $305 
million in 1961. Total excesses generated are now exceeding World War II 
peaks: $7.1 billion in 1958, $6.9 billion in 1959, and are estimated at $9 billion 
in 1960 and $10 billion in 1961. Expense of these operations is provided from 
proceeds of sales of surplus personal property.” (From the budget for 1961.) 

The sharply rising volume of excess personal property presents a property 
management problem of the highest magnitude. It provides an opportunity to 
reduce expenditures of the Federal Government for new property and to de 
crease costs connected with the storage, maintenance, and management of 
property while in excess status. The current situation calls for prompt and 
vigorous action. 

A new GSA approach to Federal utilization designed to cope with current 
enormous volumes is expected to result in the transfer of $305 million of excess 
property for further use within Government in 1961 as compared with $141 
million in 1959, and an estimated $215 million in 1960. Donations are expected 
to rise from $361 million in 1959 to $450 million in 1960 and $550 million in 
1961. 

Most of the vast quantity of material will have to be sold. The need for GSA 
leadership in providing sales policies to govern selling by the various Govern- 
ment agencies will increase. Exploration of markets for large volumes of 
specialized surplus property and the minimizing of impact on industry from 
Government sales pose major problems. 

The sale of civil agency surplus property is presently complicated by the 
small amounts generated by each agency and their widespread geographic dis- 
tribution which precludes effective organization and desirable specialization in 
sales performance. GSA plans to assume the sales responsibility of several 
large departments and agencies in 1961 and thus begin the progressive integra- 
tion of all civil agency sales functions. 


Utilization and sales functions are performed through three subactivities as 
follows : 
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Summary of performance cost 





























- b 
1959 1960 1961 Is 
Fa ie sa iT seaeeed Be 0 
ot a ti 
(ep: Detention: prompt.) . so eth tt ee -| $983, 002 $1, 550, 400 $1, 980, 900 u 
eee ene Si 740, 897 415, 600 825, 600 
(c) Property rehabilitation ____..._-- jdttodsiess a 36, 084 69, 000 | 195, 000 - 
Total cost or estimate___________- e ahceaiene 1, 759, 983 2, 035, 000 2, 951, 500 
(t 
JUSTIFICATION 
— = > te we a ——— eames — —_ = | ee ee) 
1959 1960 1961 
(a) Utilization program: 
Utilization transfers (millions of dollars at acquisition | 
Neen ee ele eal $141 $215 | $305 Dp 
Unit cost (cost per $1 million transferred)... ......--- 6, 972 7,211 | 6, 331 { 
Performance cost_........... See a 983, 002 1, 550, 400 | 1, 930, 990 W 
p 
— x - ae aie st 

The new GSA utilization program developed with full collaboration of DOD, IL 
the largest source of excess, is predicated on (1) decentralized screening by GSA s 
region simultaneously for both civil and military activities of 67 percent of ” 
the line items previously screened centrally by DOD for interservice require 
ments; (2) on-site screening by GSA specialists at 40 selected major military d 
installations of large volumes of excess not reported and documented, but having 
high utilization potential; and (3) reductions of almost 50 percent in screening 
and holding periods. PI 

Substantial monetary savings will accrue in 1961 through increased utilization . 
over 1960 of personal property to the extent of $90 million: reduced storage . 
and related costs based on simplified document processing and speedier screen- - 
ing on several billion dollars worth of property; and in administrative costs to 
DOD through GSA assumption of certain screening functions. The new pro- os 
gram also facilitates donation of surplus property for educational, health, and 2 
civil defense purposes. GSA utilization officers on site fill an urgent need by 
making surplus at large installations available for schools, hospitals, and local | 
civil defense in States which previously have not had ample opportunity to 
obtain out-of-State property. 

The 1961 workload set forth below represents almost a 200-percent increase “ 
over that of 1959. Property with general applicability is handled by GSA 
through reports of excess. Property with specialized applicability is handled 
by GSA through on-site screening by physical appraisal. ag 
er a al la ellis ps iaentonieatanlonigiaoey cscs aetieigtdennceneke eee aa nate 8g 

1959 1960 1961 a 

{ 

Excess property workload (billions of dollars at acquisition th 
cost): 

1. Property with general applicability . $1. 258 $1.8 $2.0 Li 

2. Property with specialized applicability ; 1.0 1.5 re 

: ——o a 
Total. . eee ea z : = 1. 258 2.8 3.5 
by 

With the manpower reflected in this estimate, achievements in terms of prop- | Pe 
erty actions are as follows: | bt 
(ay >) ! ner. 4 Perper ce 

1959 1960 1961 e 
Excess property actions (millions of dollars at acquisition cost): 
1. Utilization transfers___._- : | $141 $215 $305 ¢ 


2. Approvals for donation _-_- : 361 450 550 


Total. a Leeneiitibancainn - i 52 665 : 855 
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The 42 percent increase in Federal utilization estimated for 1961 over 1960 will 
be accompanied by marked decrease in unit costs. Pertinent to this achievement 
js the establishment and continuing use of an interagency organization made up 
of 70 national utilization officers representing 36 agencies and 707 field utiliza- 
tion officers of those agencies who devote part of their time to promoting the full 
use of excess. 


matt _ = es 








1959. | 1960 | 1961 
(b) Sales program: 
(1) Governmentwide sales direction: 
Sfeoyen. eee 41.9 7.0 | 12.1 
I I a a a ae ee as $11, 788 | $10,171 | $10, 488 
Performance cost_._..._.-- siunldti kddbdcoke $493, 932 | $71, 200 | $126, 900 


| | 


eaten aw _ _ ——— — 





This subactivity provides for supervision and direction of sales of surplus 
personal property on a Government-wide basis, with particular emphasis on mili- 
tary sales. No provision is made for the sales assistance program to the military 
which was in operation and is included in data for 1959. The value of all usable 
property (excluding scrap) sold in terms of acquisition cost is increasing sub- 
stantially from $1.1 billion in fiscal year 1957; $1.9 billion in 1958; $2.1 billion 
in 1959; to an estimated $2.5 billion in 1960 and in 1961. These totals are in 
addition to the many sales activities in connection with sales of property as scrap 
which resulted in additional proceeds of $66 million in 1959. 

GSA regulations will be amplified to provide an efficient basis for the con- 
duct of such extensive sales operations. Sales literature, instructions, and 
sales operations of the disposal agencies will be reviewed for the development 
of improvements in the techniques of Government selling. Guidelines will be 
provided in the form of technical handbooks and other instructions having appli- 
cation to significant phases of merchandising, sales methods, and other aspects 
of the sales process. 


1959 1960 1961 
(2) Sales operations: | 
Sales (acquisition cost)........-- ~ newepee-s2-| $19, 200, 000 $27, 000, 000 $45, 000, 000 
(Percent of return Sat : 14. 6 14.6 18.0 
Proceeds from sales Zielisy ; ; $2, 800, 000 $3, 950, 000 | $8, 100, 000 
Cost per $100,000 proceeds... .__.._.- ae | $8, 820 $8,719 $8, 626 
Performance cost... : ‘ St $246, 065 $344, 400 $698, 700 


GSA plans to assume the sales responsibility of several large departments and 
agencies in 1961 and thus begin the progressive integration of all civil agency 
sales functions. This integrated program will permit better organization and 
greater technical specialization than is now possible with such selling being 
done on a highly decentralized and dispersed basis. 

Program provides one additional metropolitan sales center for a total of 
three, each located in a key marketing area for the sale of selected property. 
Large accumulations of personal property will be sold at location by the GSA 
representatives for which this estimate provides. Isolated. small lot holdings 
will be sold by agency personnel, using a uniform small lots procedure provided 

Sales in 1959 of civil agency property resu!ted in an overall return of 14.6 
percent. It is anticipated that this percentage will remain constant in 1960 
but that the integrated program in 1961 will reflect.a higher return of 18 per- 
cent for a dollar increase of $4.2 million. 


1959 1960 1961 

(ec) Property rehabilitation (replacement cost shown is ac- | 

quisition cost of new items | | 
Pieces ; arene ha aatems - 107, 000 | 200, 000 | 250, 000 
Replacement cost. ; : ; $5, 500, 000 $10, 000, 000 $13, 000, 000 
Savings : . aa 4, 000, 000 6, 500, 000 | 8, 500, 000 

Unit cost (ratio performance cost to replacement cost) | 

(pereent add 


c ia. bib nth dads 232. khu | . 66 . 69 | 1.50 
Performance cost... a weenecnnes-ee| $36, 084 $69, 000 $195, 000 
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During 1959, 107,000 pieces of furniture were rehabilitated through arrange. 
ments with contractors or other agencies, with an estimated savings of $4 
million. It is estimated that in 1960, 200,000 pieces with a savings of approxi- 
mately $6.5 million, and in 1961, 250,000 pieces with a savings of about $85 
million will be rehabilitated. Replacement value would be $5.5 million in 1959, 
$10 million in 1960, and $13 million in 1961. Developmental work in connection 
with the expansion of this program accounts for the increase in unit cost in 
this estimate. The program for 1961 contemplates minimum requirements to 
meet agency requests for furniture rehabilitation. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing —$2,210,400; 120 additional positions are re. 
quested in 1961 over 1960. Distribution of positions follows: 


1959 1960 1961 








| | | Berhad 
| Depart-| Field {Total Depart-| Field |Total| Depart-! Field | Total 


| mental | mental 





| mental | 
Se ee a ais Le) ee 4 bth 
} | 
(a) Utilization program..........-...-..| 20 124 | 144 28 175 | 203 | 34 | 220 254 
(b) Sales direction. ..................--- 13} 48] 61) 7 | re 6 he 
Sales operations................-...-| 7/ 16] 23) 7) 30) 37) 11} 68] 7 
(c) Property rehabilitation -..........--) 1 6 7 3 | 6 uv 4 26 20 
Total positions.................--- 41! 194} 236 | 45 | 211) 256 62| 314] 37% 
Average employment_.................. 7 (204.6 |248.3 68.3 292.1 | 350.4 
i i 


38.1 (176.4 eet 43. 





Other objects.—$741,100, or 25.1 percent of total estimate, provides: 

(1) $182,200 travel at $23 per day for (a) 3,947 days travel of regional utiliza- 
tion officers to make direct agency contacts, arrange Federal and non-Federal 
transfers, screen nonreported excess at 40 major generating points and 150 
satellite locations, check identification and condition of excess, coordinate re 
gional operation, attend interagency meetings, and by departmental utilization 
officers to conduct regional office inspections and attend national meetings; 
(b) 3,100 days of travel for regional sales specialists in connection with expan- 
sion of civil agency sales program and central office governmentwide sales di- 
rection and supervision; (c) 900 days for travel incident to the property re 
habilitation program, including surveys of agencies’ in-use equipment, central 
office, regional and industry promotional conferences, inspection of contractors 
facilities. 

(2) $9,300 transportation to move personnel to locations where large quan- 
tities of excess are generated and other transportation charges incident to 
normal operations of sales and furniture rehabilitation programs. 

(3) $116,500 communication services including $70,000 for postage fees. 

(4) $35,000 rents, including $32,700 for space and utilities at regional sales 
centers. 

(5) $79,500 printing and reproduction, including excess property bulletins, 
lists of donable surplus property, sales brochures, technical publications, and 
circulars; supplemental handbooks and other technical support material and 
special instructions for the military services; regulations and materials. 

(6) $78,900 contractual services, including payment for motor pool services, 
necessary commercial advertising connected with civil agency surplus sales 
and other contractual services. 

(7) $19,600 contribution to health benefits funds. 

(8) $39,900 for supplies used in excess utilization listings, surplus sales ac 
tivities, and regular office operations. 

(9) $35,900 to equip offices at five major generating points, one sales center, 
and seven offices at regional furniture rehabilitation centers, based on maximum 
use of available excess equipment. 

(10) $143,700 contribution to retirement fund. 


Mr. Tuomas. This is very interesting. 
How accurate is your 1959 figure of $9 billion for your first 6 
months? 
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Mr. Bean. You will remember last year we told you that the De- 
partment of Defense was going to have a new system whereby they 
were going to declare to us directly all items under $3,000. It is going 
to take them until March of this year to make that effective, so gener- 
ations of excess for the first 6 months have not been up to the $9 billion 
rate, but the second 6 months will be at this rate and probably higher. 

Mr. THomas. I have two figures here—your actual sales for cash, 
$8.1 million against $3,950,000 for 1960 and $2,800,000 for 1959, so 
your cash receipts double for 1961 against 1960, is that correct ? 

" Mr. Turpry. That is correct, sir. 

Mr. Tuomas. Your expense for 1960 was $2,035,000 and this year 
you want to Pp, it up to $2,951,500, which is an increase of $916,500. 

Mr. Turrrn. The expense directly related to the sales program from 
which you just quoted the proceeds is really $415,600 in 1960 and 
$825,600 in 1961. 

Mr. Tuomas. The sales program for 1961 is for $825,600? 

Mr. Turpin. Yes. 

Mr. Tuomas. It is costing you $825,600 to sell $8.1 million worth of 
merchandise ? 

Mr. Froere. We are selling $45 million worth of merchandise and 
we are getting $8.1 million for it. 

Mr. THomas. What counts now is what you put in the till. 

Mr. Fiorre. Yes. 

Suprpty STanpArps 


Mr. Tuomas. Let us take a look at your Supply Standards. 
We shall insert pages II-11, 12 and 13 in the record at this point. 
(The pages referred to follow :) 


Average employment 














| Amount micieeicniclannes sain a sia 
! 
| | Department Field Total 
a elit liph i bhesc Nailin Seinen ipl eet ahd phiak ed dtd aaa ae SD nee 
1960 STD. | $445, 000 | es ee Lee 50.3 
Change ; itaddatiddawee +71, 200 | NGA olde dd | +10. 4 
1961 EY ah oa ra | 516, 200 OT th : picmnpemcneaal 60. 7 





HIGHLIGHT 


“Standards of quality and other characteristics of common-use commodities 
are established by specifications and qualified products lists for mandatory use 
by Government agencies. The amount requested for 1961 will provide for the 
production of 400 new specifications and 427 major revisions, amendments, and 
purchase descriptions as compared to 350 and 380, respectively, in 1960, and will 
increase Federal standards production from 32 in 1960 to 37 in 1961.’ (From 
the budget for 1961.) 

Summary of performance cost 





1959 1960 | 1961 
a ee a nenein Se 
(a) Federal specifications. ____- ssich el de eedcus wonicaok oa $367, 800 | $362, 300 $423, 900 
NN ini nn snc Gouakiepeeanciadbeboumteth | 55, 000 60, 700 70, 300 
(¢) Security equipment testing _ __-_-- it ia a i aan asian te | 20, 000 22, 000 22, 000 
Total cost or estimate..__..........----.-.------ aa | 442, 800 | 445, 000 | 516, 200 
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JUSTIFICATION 


(a) Federal specifications.—The work unit of a Federal specification consists of 
one new specification, a revision, an amendment, or a new purchase description 
prescribed for immediate procurement. 


j ne —. 











1959 1960 1961 
New specifications promulgated ____..-.......--..--------.. é 351 | 350 | 400 
Major revisions, amendments, and purchase descriptions - - ._- 391 | 380 | 427 
Total specifications actions...............-.-.-.-...-...- 742 | 730 | 827 
Cee es ecmiininaiade $496 $496 | $513 


Performance cost 


i ciiiiaiaeekdinisiitais clataiccaeat eine dots puerta $367, 800 $362, 300 | $423, 900 


Surveys made by a technical association on standards in industry indicate 
that savings made were as high as $50 for each dollar spent on standards 
programs. 

In the expenditures of public funds, standards are of even greater importance 
than they are to industry. In the Federal Government standardization program, 
for example, substantial economies have been obtained in consolidated purchases 
of motor vehicles, in the development of a line of unitized furniture throngh 
improved utilization of floorspace and work-station layouts and in improved 
serviceability of thousands of supply items. 

Many new items and products claimed to be improvements over old ones are 
submitted annually. Most of these submissions are from small business. The 
development of specifications for these new items and products will provide com- 
petitive supply, enabling all small businesses making similar items and products 
to compete on an equitable basis. Specifications should be reviewed every 5 
years to assure they keep pace with industrial progress and changing agency 
supply needs. 

Full utilization of technical advice and assistance of experts in other agencies, 
industry, technical societies and associations in the development and mainte 
nance of specifications will be continued. The assignment of specification proj- 
ects to other agencies will be consistent with the interests of those agencies and 
their ability to complete programed assignments. 

The increase in unit cost is due to increased emphasis on value engineering and 
the contribution to health benefits fund. 

The increased emphasis on value engineering estimated to cost $11,300 in 1961 
will provide the means whereby in the process of preparing specifications and 
standards, it can be determined which quality level available will give optimum 
serviceability at lowest total overall cost to the Government. Likewise, it will 
enable the Government to make objective determinations as to the merits of new 
items offered and whether their adoption provides serviceability at lowest total 
overall cost. In many commodity areas, there is no standardization within the 
industry ; consequently, evaluation of products offered is very difficult. The 1961 
program will provide a start in this important field and will result in improved 
supply operations and savings to the Government. 

(b) Federal standards.—Federal standards provide uniformity by limiting the 
selection of items of supply for Government use, in testing and inspecting meth- 
ods, and in engineering practices. They are extensively coordinated with Fed- 
eral agencies, suppliers, technical societies and associations. They represent a 
consensus of all interested parties, and are prescribed for mandatory use by 
Federal agencies. 


| 1959 OD 06] 
Standards promulgated ‘ : t 29 | 32 37 
oT ‘ $1, 897 $1, 897 $1, 900 
Performance cost adi diahees fiat $55, 000 $60, 700 $70, 300 


Limitation standards provide the means whereby the number of sizes, styles, 
varieties, colors, and other variables of supply items are reduced to the mini- 
mum required to meet agency requirements. Limitation standards issued to 
date have eliminated about 75 percent of similar items in the commodity areas 
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covered. Typical examples of percentage eliminated are: Administrative sup- 
plies 59 percent, electrical items 63 percent, furniture 838 percent, janitorial sup- 
plies 86 percent, and textiles and bedding 35 percent. 

Test method standards provide universally accepted methods to be used in 
testing and inspecting suppliers’ products; specific testing methods which can 
pe accomplished by Government personnel with testing equipment generally 
available assure uniform acceptance or rejection of products offered on a nation- 
wide basis. Additionally, they provide the supplier with information relative 
to testing procedures to be used so that cause for rejections will be reduced. 
Engineering standards provide uniform technical data and engineering practices 
to be used by Federal agencies. 

The program for 1961 will increase standards production from 32 to 37. Em- 
phasis will be placed On commodity areas with high-dollar expenditures In- 
crease in unit cost is due to contribution to health benefits fund. 


1959 1960 1961 


nai $20, 000 $22, 000 $22, 000 





Federal agencies, by Executive Order 10501, are required to provide adequate 
facilities for protecting classified material. Performance cost covers the cost of 
developing specifications, and testing security equipment offered 
whether suppliers’ products are eligible for contracts. 

Specifieations covering fire-insulated and -noninsulated security filing cabinets 
to resist forced and surreptitious attack have been developed. A substantial 
number of these filing cabinets are now used by agencies who handle classified 
materials. New specifications have been developed to thwart surreptitious attack 
by radiological means. Tests to determine compliance with the specifications 
are conducted by the National Bureau of Standards. 

The 1961 estimate proposes to continue operations at the 1960 level. Addi- 
tional specifications will be required for specialized security devices, such as 
alarm systems, identification- media, and ‘other sécurity devices. 


to determine 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 
Personal services and_ staffing.—%410,800 for personal services includes an 


increase of 14 positions or 10.4 man-years, all in central office, distributed by 
programs as follows: 


1959 1960 1961 
a) Federal specifications _ - 43.0 40.0 53.0 
b) Federal standards. _- 9.0 | 10. 0 11,0 
Total positions........ ‘ hen ee ai 52.0 | 50.0 | 64.0 
Average employment hes oe 49.7 50.3 60. 7 


| 


Other objects.—$105,400 provides : 

(1) $24,000 for printing specifications and standards, regulatory and manual 
material, and related documents. 

(2) $22,000 for continuation of security equipment testing. 

(3) $11,300 for value engineering. 

The remainder of $48,100, or 9.3 percent of total estimate, includes: 

(4) $6,000 for travel based upon 261 days at $23 per day to attend meetings 
of technical societies, associations, and industry groups to obtain technical infor- 
mation required in developing specifications and standards. 

(5) $300 transportation ; $4,900 communications. 


(6) $6,500 contractual services including $3,400 contribution to health benefits 
fund. 


(7) $2,500 supplies; $1,100 incentive awards; $100: FICA costs. 
(8) $26,700 contribution to retirement fund. 


Mr. Tuomas. How many of your employees are in the field ? 
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Mr. Bran. None in the field. They are all in the central office, 
Mr. Tuomas. Why the increase in thist 

Mr. Bean. We are not making fast enough progress on these speci- 
fications and standards and we really need this to increase production, 
Mr. Tuomas. You want 12 more people? 

Mr. Bean. 10.4 additional man-years, sir. 


FEeperRAL CATALOG PARTICIPATION 


Mr. Tuomas. We shall insert pages II-15 and II-16 in the record at 
this point, and take up Federal Catalog Participation. 
(The pages referred to follow :) 








es 


Average employment 














Amount an a ; ial ‘ 
Department Field Total 
pe een = = ||| 
SD biti ladichebtinsivttinadngdicidewinsse $550, 400 OO ie eee ce } 66.7 
re en, +30, 900 UE Dich cadbeansgwcl +44 
Rare es waist Pali ee) wy 581, 300 ee ed 71.1 
HIGHLIGHT 


“Uniform catalog identification for each item in the civilian agencies supply 
operations is provided and coordination maintained with Department of Defense 
in development of a single Federal catalog system. The military departments 
have now converted to the exclusive use of this system. General Services 
Administration will have completed 246,200 items used by General Services 
Administration and other civil agencies by the end of 1960. This request pro 
vides for completing 57,500 additional items in 1961, leaving approximately 
396,300 items to be identified” (from the Budget for 1961). 

The Federal catalog system provides the Government with the only means 
of uniformly identifying the supply items used by civilian and military agencies. 
Standardized item descriptions and stock numbers are essential to make it 
possible to improve supply management techniques. 


Summary of performance cost 

















1959 1960 1961 
(a) Item identification _- ‘ i it alana $490, 390 $476, 700 $507, 300 
(6) Central cataloging services.____- = ; : ati ; 67, 000 73, 700 74, 000 
EES ae ee 557, 390 550, 400 581, 300 

JUSTIFICATION 
(a) Item identification: 

1959 1960 1961 
Number of items_.__.__. ns 56, 172 | 54, 500 57, 500 
RES ON on wine Gaia tidebckies el tials . $8. 73 $8. 75 $8, 82 
GNIS Soh oe eels $490, 390 | $476, 700 $507, 300 





A work unit consists of providing a single complete description in the Federal 
catalog system for each item of supply used by a civilian agency. Descriptions 
submitted by the agencies vary widely as to content and completeness. All 
descriptive characteristics of each item submitted by an agency must be deter- 
mined in order that one uniform description and stock number results. The 
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descriptive characteristics which are incomplete or missing are determined 
through research of specifications, suppliers’ catalogs, purchase orders, or other 
rtinent technical information. 

Identical items previously cataloged and numbered by the military are adopted 
for all civilian agencies that use the identical item. This assures a standard 
name, description, and stock number for each supply item regardless of whether 
used by a military or civilian agency. 

The present systems used by civilian agencies are neither directly convertible 
to each other nor to the Federal catalog system now used by all military 
departments. The use of a standard system has been consistently advocated 
by supply experts in both industry and Government. An efficient supply system 
js not attainable without a standard Federal catalog system. It definitely 
provides— 

(1) Better inventory control ; 

(2) Elimination of “near” duplicate items ; 
(3) Better utilization of existing stocks; 
(4) More efficient use of warehouse space; 
(5) Improved utilization of excess ; 

(6) Greater return on sales of surplus. 

As work is completed, civilian agency supply systems will be progressively 
converted to the exclusive use of the Federal catalog system. Three activities 
in other agencies have already converted fully to the system. Partial conversion 
has been accomplished in other agencies for 14 additional activities. 

The increase in unit cost is due to contribution to health benefits fund. 

(b) Central cataloging services. Services rendered by the Armed Forces Supply 
Support Center in connection with the work performed by GSA include the 
recording of civilian agency users on master cards, the assignment of stock 
numbers where no users of the supply item had previously been found, publica- 
tion of master catalog cards, and overall management of the system. 





1959 1960 1961 





——EEE — —_—_—__ — a ee 


INE CU i lait coach acamiaaenedaieaineeebes $67, 000 $73, 700 $74, 000 





Under current policy this service is reimbursable on the basis of the number of 
items processed. The estimate for 1961 provides for processing 57,500 civilian 
agency items under subactivity (a) above. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$422,800 provides for an increase of five positions 
(4.4 man-years) all in the central office. 

Other objects. —$158,500 provides— 

(1) $28,000 for printing item identification cards, regulatory material, manual 
material, and other printed media required by the civilian agencies in converting 
to and utilizing the Federal catalog system. 

(2) $74,000 for services rendered by DOD Central Cataloging Office. 

(3) $15,600 for rental of wire transmission equipment and $800 for servicing 
owned equipment. 

The remainder of $40,100, or 6.9 percent of total estimate, includes— 

(4) $2,000 travel based upon 87 days at $23 per day to visit manufacturers’ 
plants to secure data in cataloging field activities of civilian agencies, in securing 
and verifying data, and in assisting in their conversion to and utilization of the 
Federal catalog system. 

(5) $3,800 communieations; $500 other contractual services. 

(6) $4,000 contribution to health benefits fund; $2,300 supplies. 

(7) $27,500 contribution to retirement fund. 


Mr. Tuomas. You have 246,200 items identified and 396,300 are 
widentified. 

Mr. Bean. That is correct. 

Mr. Tomas. When are you going to finish the cataloging? 

Mr. Bean. At this current rate it is going to take about 7 or 8 years. 
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Mr. Tuomas. Last year you had $550,400 and you want a $30,900 
increase for about five or six people. 
Mr. Bran. Yes, an additional 4.4 man-years; yes, sir. 


Moror VEHICLE MANAGEMENT 


Mr. Tuomas. With regard to motor vehicle management, we shall] 
insert pages II-18 and II-19 in the record at this point. 
(The pages referred to follow :) 


Average employment 
Amount 
Department Field Total 
1960 5205, 300 12.5 5. 0 17 
Change--... +35, 900 +1.7 118 435 
1961_- i 241, 200 14.2 6.8 21.0 


HIGHLIGHT 


‘‘Governmentwide policies and procedures are developed for.improving the 
economy and efficiency of operating motor equipment. Interagency motor pools 
are established at locations where studies indicate savings and improved efficiency 
will result. It is expected that the number of pools in operation will increase 
from 44 at the end of 1959 to 58 for 1960 and 70 for 1961.” rom the budget 
for 1961.) 

JUSTIFICATION 





1959 1960 1961 
j 
Governmentwide motor vehicle management: | 
Performance (in man-years : | 17.3 17.5 21.9 
Average cost__ | $11, 868 $11, 731 $11, 486 
Performance cost _ -- 205, 320 205, 300 241, 200 


GSA has the responsibility to develop policies and methods for improving the 
management and operation of federally owned and operated motor equipment 
valued at approximately $500 million, including more than 225,000 motor ve 
hicles and construction and materials handling equipment. These motor ve 
hicles travel approximately 2 billion miles per year and use in excess of 300 
million gallons of fuel. Operation, maintenance, and replacement costs for this 
equipment is more than $290 million per year. Improvements resulting in in- 
creased efficiency and substantial economies have been obtained through estab- 
lishment of 44 interagency motor pool systems, the establishment of Government- 
wide standards, instruction, handbooks and manuals, educational programs, and 
cooperative studies and reviews with agencies concerned, such as: 

1. Adoption of aluminum license plates for use on Government vehicles 
which will reduce handling, shipping, and replacement costs by more than 
$50,000 per year. 

2. Establishment of 44 interagency motor pool systems, furnishing 150 
million miles to the agencies at a cost of about $5 million per year less than 
the costs reported by the agencies prior to pooling. These savings are made 
possible by substantial increases in utilization of slightly more than 27.5 
percent, permitting three cars to accomplish the work formerly requiring 
four cars; consolidated management providing for controlled maintenance; 
reduced operating costs; and planned replacement programs permitting dis 
posal of wornout and obsolete equipment prior to expenditure of large sums 
of money for repairs. 

3. A single U.S. Government national credit card which permitted simpli- 
fied procedures in obtaining services and supplies from commercial service 
stations, resulting in an estimated savings in administrative costs in excess 
of $400,000. 
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4. A driver training program which provides for developing trained, de- 
fensive drivers as Federal vehicle operators. By manning the Federal fleets 
with operators so trained, substantial reductions will be obtained in the 
annual cost for minor accident damages, estimated in excess of $5 million 
for minor damage. In connection with this program, driver handbooks have 
been made available through the GSA Supply System. 

5. Substantial progress toward cooperative development with other agen- 
cies of standards for a minimum preventive maintenance program which 
will decrease vehicle repair costs, reduce lost time, and generate substantial 
savings. 

6. Implementation of a program to furnish all agencies trained technical 
employees who, working with agency representatives, will study the agencies’ 
Federal fleet management, cost and recordkeeping, replacement policies, 
and operational guides at departmental level, as well as the operating level, 
for the purpose of developing recommendations for the improvement thereof. 

The 1961 program contemplates the establishment of 12 additional inter- 
agency motor pool systems. The operation of the 33 pools established by June 30, 
1958, for a full year resulted in a decrease of 21.5 percent in the number of 
yehicles required to perform the agencies’ reported workload, an increase of 2,407 
miles per vehicle year, and a reduction of 3.59 cents in cost per mile, 1954-58 
cumulative savings amounted to $5.9 million. By the end of 1959, 44 pools were 
in operation and 1959 savings were $4.6 million. By the end of 1960, 58 pools 
are expected to be in operation: anticipated savings in 1960 are $5.3 million. 
By the end of 1961, 70 pools will have been established with an estimated annual 
savings Of $6 million. This is 91 percent of the program’s objectives. 

Increase in 1961 is to provide for broader coverage and an accelerated pro- 
gram Of further improvements in motor vehicle management. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 

Personal services and staffing.—$189,200 for average employment of 21 in 
1961. 

Other objects.—$52,000 prevides: 

(1) $23,000 for 1,000 travel days, at $23, for equipment survey technicians 
working with field activities, contacts with industry and Federal motor vehicle 
operators and fleet supervisors, attendance at seminars or 
and review of operations of equipment and pool systems. 

The remainder of $29,000, or 12 percent of total estimate, includes: 

(2) $2,600 communic ations ; $11,000 printing : $700 contractual services. 


(3) $1,200 contribution to health benefits fund ; $1,200 supplies. 
(4) $12,300 contribution to retirement fund. 


technical meetings, 


Mr. Tuomas. This is the brain trust for the motor pool. 
the operating crowd ? 

Mr. Bean. That is right. 

Mr. Tuomas. You have spent $205,300 for the brain trust last year 
and you want to increase this by $35,900 for about seven or eight 


people, which will auing you up to 21. These are all located in the 
Distr’ ict of Columbia ? 


Mr. Bean. No,sir. 

Mr. Toomas. Where will they be located, Mr. Bean ? 

Mr. Bean. We will have a man in several key regional locations of 
the United States who will be looking after motor vehicle management. 


Mr. Tuomas. At the end of 1961 you will have 19,300 automobiles 
inthe pool ; is that correct ? 


Mr. Bean. That is correct. 


This is not 


Moror VenicteE PurcHASES 


Mr. Tuomas. We w il take up motor vehicle purchases and insert 
pages IT~22, 23 and II-25 in the record at this point. 


53225—60—pt. 2 9 
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(The pages referred to follow :) 
ESTIMATES OF MoToR VEHICLE PURCHASES 


GENERAL 


Public Law 152, as amended, authorizes the Administrator to establish 
and operate interagency motor pool systems. Passenger car and truck services 
provided by GSA-operated interagency motor pool systems are financed through 
the general supply fund on a reimbursable basis. 

Purchase of motor vehicles for such pools is exempted from numerical or other 
restrictions of 5 U.S.C. 78, except for price to be paid for passenger vehicles un- 
der subsection (c) thereof. Accordingly, appropriation language for numerica] 
purchase or replacement authority is not submitted. 

Motor vehicles are replaced in accordance with minimum standards which 
have been established for the guidance of all Federal fleet operators—that is, 
sedans after 6 years or 60,000 miles, whichever comes first, and light trucks 
after 6 years or 50,000 miles. However, experience shows that motor vehicle 
eosts could be reduced further if the replacement age for sedans were estab. 
lished at 4 years and 50,000 miles and for light trucks at 5 years and 50,000 miles. 
After vehicles have been operated beyond these points, major repairs and main- 
tenance are necessary as the result of wear and general deterioration. These 
additional maintenance costs mount rapidly to the point of wastefulness. 

Available cost data indicate that where planned replacement can be scheduled. 
maintenance costs can be held to less than $100 per vehicle per year for the first 
4 years or until the vehicle has operated 50,000 miles. Reported available main- 
tenance cost for all Government vehicles now exceeds $300 per year. Studies 
show that for vehicles 6 years old or older the average maintenance cost exceeds 
$400. This premium cost for repairs to older units is sufficient to pay the addi- 
tional cost of replacing vehicles on a 4-year basis 

By the end of 1959, 44 interagency motor pools had been established. The 
operation of motor pools to date has resulted generally in a reduction in excess 
of about 20 percent in the number of vehicles previously required to handle a 
similar workload. This has amounted to a saving of over 3,000 vehicles required 
to do the work now handled by 13,234 motor pool vehicles. 

By the end of 1960, establishment of motor pools in 58 major cities is antici- 
pated. During 1961, pools are scheduled for 12 additional cities. As of July 1, 
1959, GSA had a net active fleet of 13,234 vehicles. During 1960, 3,962 additional 
units will be consolidated into the pools. A majority of these vehicles will be 6 
years old, or older, and beyond economical repair. In 1960, 4,200 vehicles will 
be purchased to replace 4,600 vehicles at a net cost of $6,775,000. 

sv July 1, 1960, GSA will have in the interagency motor pools a net active 
fleet of 16,800 motor vehicles. During 1961, 2,796 vehicles will be added by con- 
solidation, and 4,800 will be purchased to replace 5,100 vebicles at a net cost of 
$7,520,000. 

To keep maintenance cost at a minimum, replacements are planned so as to 
eliminate major repairs. As the result of this replacement program, vehicles 
will be disposed of when major repairs become imminent. In this manner it is 
possible to reduce progressively the age of motor vehicles in the motor pools 
which, in turn, will substantially reduce excessive maintenance costs 


Status of net active motor pool fleet 





Net active Consolidatior Purchases Disposals 
fleet transfers j 

Prior to July 1, 1955 - - - ~-=-=- << enews 
July 1, 1955 964 : ose 
Fiscal year 1956 1,014 493 620 
July 1, 1956 BT Bini cceeinaieme ed heres dao mandeieniiieneneae 
Fiscal year 1957 +, 220 1, 834 1, 754 
July 1, 1957 6, 151 cena 
Fiscal year 1958 (revised 3, 427 }, 203 2, 357 
July 1, 1958 1), 424 
Fiseal year 1959 2 099 ; 486 2 77 
July 1, 1959 . 3, 254 owl 
Fiscal year 1960. -- 3, 966 4. 20K 4, 600 
July 1, 1960 16, SOL ; «ei 
Fiscal vear 1961. 2, 8O0 4 800 5, 100 
July 1, 1961 19, 300 ; owwtn 
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Schedule of changes in motor vehicle fleet, consolidated 





ieee simian . * nang ‘a a _— 
| 1959 1960 1961 
4. Actual number on hand at start of year ; jicuie | 10, 865 13, 847 16, 800 
1. Add vehicles on order but not received vane Poa goes 38 = 
2. Deduct vehicles on hand awaiting disposal. - - -- | 441 651 watt én 
3. Net active fleet at start of year 10, 424 13, 234 16, 800 
B. Number of acquisitions (add) 5, 585 8, 166 7, 600 
1. By purchase (orders issued) 3, 486 4, 200 4, 800 
2. By forfeiture 4 4 4 
3. By transfer 103 x 
4. By consolidation 1, 992 3, 962 2, 796 
C. Number disposed of (deduct 2,775 +, 600 5, 100 
1. By sale 2, 757 ‘ 
2. By scrapping or theft_ 
3. By donation to non-Federal recipients 
4. By transfer to other agencies 18 
». By agencies in lieu of transfer to pool (non-add) (19 
D. Namber of replacements (non-add) : a (2, 619 (4, 200 (4, 800) 
1. Meeting both age and mileage standards (1, 431 onan 
2. Meeting mileage standard but not age d - CN 5 bon descent a. ben chi Bites 
3. Meeting age standard but not mileage js =i (796 nr 
4. Not meeting either standard 1 (24 ‘ bie bate 
E. Net active fleet at end of year (A3+B-C). 13, 234 16, 800 19, 300 
F. Vehicles rented on a monthly basis (add) - 1y 
1. Rented from GSA motor pools 2) - 
2. Rented commercially 19 ia 
G. Total vehicles available upon completion of transactions 
at end of year (E+ F) ; 13, 253 16, 800 19, 300 
H. Obligations for vehicles purchased $5, 945, 397 $7, 875, 000 $9, 120, 000 
L Cost of vehicles acquired otherwise $116, 989 $225, 000 $170, 000 
J, Proceeds from disposals applied to purchase of replace- 
ments a ‘e $942, 028 $1, 100, 000 $1, 600, 000 


Beyond economical repair or wrecked. 
755 vehicles assigned to GSA activities on a monthly basis. 


Mr. Tuomas. On July 1, 1961, you will have 19,300 cars. By July 
1, 1960, you will have 16,800. That means that you are going to buy 
this year how many—3,962 ? 

Mr. Bran. No, sir; 4,800. 

Mr. THomas. You say in your justifications: 

By July 1, 1960, GSA will have in the interagency motor pools a net active 
fleet of 16,800 motor vehicles. During 1961, 2,796 vehicles will be added by 
consolidation and 4,800 will be purchased to replace 5,100 vehicles at a net cost 
of $7,520,000. 

This $7,520,000 comes out of your revolving fund ? 

Mr. Brean. That is correct. 

Mr. Tuomas. What is your formula for replacing an gpa eo 

Mr. Bean. It has not been spe It is still 6 years, or 60,000 
miles for a sedan, or 6 years, or 50,000 miles for light tieiales, 


RECENT PRICES ON AUTOMOBILES 


Mr. Tuomas. What are you paying for these automobiles that 
you buy? 

Mr. Bean. I have a very interesting statement here that will show 
you the total purchases in fiscal 1959 if vou would like to see this. 

It represents consolidated purchases for all the civilian agencies of 
the Government of about 17,000 vehicles. We make purchases twice 
a year. Smaller purchases are made in the spring and larger pur- 
chases in the fall. In fiscal 1959 we paid $1,464 for passenger cars. 

Mr. Tomas. Let us get this where we can understand it. Mr. 
Yates and I are figuring on buying a Ford and somebody else is 
going to _ a Chevrolet. Of course, this does not apply now to 
foreign cars; does it 2 
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Mr. Bean. No, sir. 
Mr. Tuomas. You do not buy any of those ? 
Mr. Bean. We have not bought any foreign cars. 
Mr. Tuomas. You just buy from the home boys? Nobody in here 
is going to buy a Cadill ac, but what do you pay for a Cadillac? 
Mr. Bean. We have not ‘bought one for so long I do not know. 
Mr. Tuomas. What do you pay for a good first-class Ford, Ply- 
mouth, or Chevrolet ? 
Mr. Bean. The purchase price in fiscal 1959 was $1,464.90. 
Mr. Tuomas. For each one of the three? 
Mr. Brean. The $1,464.90 is an average price. 
Mr. Tuomas. What did they have on them ? 
Mr. Brean. A heater, defroster, a windshield washer, directional] 
signals, and other miscellaneous items of equipment. 
Mr. Tuomas. It has an engine and four tires and it runs? 
Mr. Bean. Yes, it runs. 


GOVERNMENT PRICE ADVANTAGE 


Mr. Tuomas. Say that Mr. Yates is going to buy one of those Fords 
or Chevrolets with the same equipment and the same engine and tires, 
What_will he have to pay for it ? 

Mr. Fiatitey. Approximately $2,400. 

Mr. Ostertac. You do not pay the Federal tax ? 

Mr. Fiatiey. The Federal Government pays the excise tax. 

Mr. Tuomas. What would an individual have to pay against that 
$1,464.90 ? 

Mr. Bean. About $2,400. 

Mr. Fiatiey. $2,400 to $2,800, depending upon the number of extras 
that he wants. 

Mr. Tuomas. Wesaid for the same car. 

Mr. Fiatiey. About $2,400 for the same car. 

Mr. Tuomas. Does that include tax? 

Mr. Fuatiey. The excisetax. Yes. 

Mr. Tuomas. How much is the excise tax ? 

Mr. Fuatiey. Of the $1,464.90, about $170 is excise tax. 

Mr. Tuomas. Exclusive of the tax, how much does the Government 
pay for a car less than an individual would pay for the same car! 

Mr. Fuiatiey. About $1,000, roughly. 

Mr. Osrerrac. Is that on the basis of a contract buying a specific 
number ? 

Mr. Bran. Yes. Our contracts call for definite quantities, 

Mr. Frorre. And there is no dealer profit. 

Mr. Tuomas. What was the number of cars? 


AUTOMOBILE PURCHASE PROGRAM 


Mr. Bean. Passenger cars, 4,585. 

Mr. Tuomas. When was this completed. 

Mr. Bean. Last fiscal year. 

Mr. Txromas. Were those 1960 models? 

Mr. Bran. They were the current models of that ye: 

Mr. Tuomas. How much of an increase in price a your 1960 pur- 
chases show over the 1959 purchases, if any ? 
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Mr. Bean. None. They are less. 

Mr. Tuomas. Automobiles have not gone up ? 

Mr. Fiatiey. Not to the Government. 

Mr. Tuomas. Have they gone up to the private individual ? 

Mr. Bran. I think very little, if any. 

Mr. Tuomas. What was the total figure that you recently bought? 

Mr. Bean. Still speaking of last fise cal year, about 17,000. That is 
all vehicles for civilian agencies. 

Mr. Tuomas. Are you 1 buyi ing any for the armed services, or do you 
just buy for the civilian agencies? 

Mr. Bran. Just the civilian : agencies. 

Mr. Tuomas. How is that broken down between passenger cars and 
trucks, and who are your customers who use 17,000 cars ? 

Mr. Bean. Well, passenger cars, 4,585 

Mr. Toomas. Who were your big customers ? 

Mr. Bran. The Post Office Department, I think, is the largest. 

Mr. Dunxir. The Department of Agriculture, Interior, the FBI, 
and the Department of Commerce are also big buyers. 

Mr. Bean. Our purchases included police cars, 216; station wagons, 
768; 5 ambulances and 81 buses. We also bought 5,389 various sized 
lightweight pickup trucks. 

“Mr. Tuomas. Who are your big customers there ? 

Mr. Bran. Agriculture, Interior, and their bureaus. Then we 
bought 1,298 jeeps of three different kinds. 

Mr. Tuomas. What is your estimated purchase for all civilian agen- 
cies you intend to buy in fiscal years 1960 and 1961? You have already 
bought 17,000 in 1960. 

Mr. Bean. We will make another consolidated purchase this fall. 

Mr. DUNKLE. Motor vehicles we expect to buy in fiscal year 1960, 
about $37.8 million, and in 1961, $38.8——— 

Mr. THOMAS. How many units? 

Mr. Dunxte. It will approximate around 16,000. 

Mr. Tuomas. You have already bought 17,000 in fiscal year 1960. 
You have 5 months to go. 

Mr. Dunxe. That is the fiscal year 1959 figure. 

Mr. Tuomas. You are through making your purchases for all prac- 
tical purposes for 1960 and it will not be over 17,000 cars. 

Mr. Bran. Yes. 

Mr. Trromas. You don’t buy for the armed services. Do you know 
how many the armed services bought ? 

Mr. Bean. No, I do not, sir. 

Mr. THomas. Do you know what price they paid for the same car 
that you bought ? 

Mr. Bran. Approximately the same. 

Mr. Tuomas. You say “approximately.” What is the variation? 

Mr. Bran. The difference would be in equipment. We have stan- 
darized in the civilian agencies on equipment. 

Mr. Osterrag. Will the chairman yield? 

Mr. Tuomas. Yes, sir. 

Mr. Ostertac. Do you have a contract with the manufacturers for 
these purchases regardless of the number you acquire ? 

Mr. Bean. No, : sir. We go out on a firm bid We give them the 
number of automobiles by class and specification. 
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Mr. Ostertac. When do you do that, at the beginning of the year 
when you know or estimate the total number of cars you are going 
to purchase during the course of the year 

Mr. Bean. That is correct, sir. 

Mr. Ostertac. Then delivery will come as you need it ? 

Mr. Bean. That is correct, sir. 

Mr. Tuomas. Mr. Yates? 


POSSIBLE USE OF DOMESTIC SMALL CARS 


Mr. Yates. With respect to your prospective purchases, why 
wouldn’t you achieve further economy by buying small cars for your 
passenger vehicles such as the Falcon or the other cars of that type! 

Mr. Bean. We have bought an experimental group of them, not 
very many, because after all, t they are brandnew cars and not tested 
yet, but we have bought 300 of them which we are going to have in the 
interagency eo pools. 

Mr. Yares. You haven't tested them yet? 

Mr. Bran. We haven’t received them yet. We have bought them. 
They will be received in a little while. We are going to test out 300 
of them. We think there is an economy advantage i in city driving. 

Mr. THomas. Mr. Jonas / 

Mr. Jonas. Mr. Hansen is no longer with you, is he? 

Mr. Bean. Yes, he is. 

Mr. Jonas. He is not here today ? 

Mr. Brean. He is ill, today. 

Mr. Jonas. He is in charge of the motor pool operation / 

Mr. Bean. Yes, sir. 

Mr. Jonas. In the past he has furnished some information indi- 

cating how many miles Government vehicles operated during the year 
and total cost. ‘Do you have figures of that sort available / 

Mr. Bean. We do have. Mr. Jonas, this is all contained in the 
annual motor vehicle report. 


FIRMNESS OF SAVINGS FIGURES 


Mr. Jonas. There has been some question raised about some of the 
agencies here as to the accuracy of your figures which indicate you 
are saving some money with this motor pool operation. How firm are 
your figures on savings? 

Are you able to re: ally substantiate Mr. Floete’s statement of yester- 
day that next year you expect to save $6 million and the annual savings 
from then on will be $5 to $6 million 4 

Mr. Bean. Yes, sir, we can because after all, our figures are audited 
by the GAO. I think they are as sound figures as you can get. 


Mr. Jonas. How do you base this figure—on reduced number of 


vehicles / 
Mr. Bran. Yes, in part. 
Mr. Jonas. Better utilization of veliicles / 
Mr. Bean. Yes,sir. 
Mr. Jonas. Consolidated repairs / 


Mr. Bran. Yes, sir, and of course the maintenance that they receive. 


Weare very tight about maintenance. 
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Mr. Jonas. What do the figures show as to the number of civilian- 
type motor vehicles owned governmentwide now compared with the 
situation when you started this pool operation ? 

Mr. Brean. For the agencies we serve the vehicle inventory was 
reduced about 25 percent. 

Mr. Jonas. Since you started operation of the pools ? 

Mr. Bean. Yes, sir. 

Mr. Jonas. Do you havea table that will show reductions by years? 

Mr. Tuomas. It is in there. 

Mr. Bean. It is in the budget record. 


COOPERATIVE INTERAGENCY MOTOR POOL STATISTICS 


Mr. Tuomas. Turn to page II-20. Where is the table showing by 
years the number of cars you bought ? 

Mr. Terr. II-23. 

Mr. Tuomas. That is the one that more or less tells the tale. 

Mr. Jonas. Did you put [1-20 in the record ? 

Mr. Tuomas. We w ill do so here. 

(The page referred to is as follows :) 

























































































— " we 8 . T ‘vig ' suv 6 Zzl Zt er Be0 ‘ps 4 . 48 Ar PUP eee. 
’ Heer | yee‘ : . Tr es 911 7bOS or 
oF I[— f £6 ‘+ Ol OFF S | ¢ $ ( 66 °1T 0°01 OL ‘S § 7, £CZ OULIDATT 
1 08 ‘Z 189 Pt 6£1 ‘SI eo. °9 sf z'6 6 °2 SOP a Cf fuse d 
Iz “9o- €Z F4 ‘ I 1102 azo Q bi I N C SSO jasuy so’'y | 
O€8 ‘ZI 2zl'¢ tt 60 ZI mre 6 e '§ zu¢ ‘ unl, UBS | 6 
s/ ‘OT z Z 61 el" IZ ‘2 l £60 PaO 
661 '¢ K£2 & ‘ { [ , 17.7, iY) t | 
68 8 06 ‘*L GCL ‘ZI cL1'9 a () nbaont 
OR *R ( ! 1116 7 oR dk 8 
te Ol ‘OL FEO “EL ZZ 
161 { vb 'S Ick 6 Srl ‘Tl 
Lgl BLE VE “8 l6¢ 2 69t 1 : 
6£0 692 lt Il 02 ‘OI GOL ‘OT Loe % 
900 OF £1 ¢ ifs Qc1 ‘LZ 008 “f y L 
LI £72 18 “OI 09 6 Ore ‘6 616 '¢ oa 
988 ° g COt Zz OT 06 8 ZOF 8 SIS Z 9 
It 682 ‘1 Ol 48 ZI IT | 809 6 1bL I ee OOH NBAT IA 
ohL 626 ‘1 Lbl eo ZI Ol 616 OT LZ9'T ; lI com 
8S 66 pES I Cccl CZ ‘OI £06 LPo'S OLE 'T | ~-"sTjodruripu 
a Ot olf Ol t2b i RET OF “ET al £t6 9 Lto'l put VU 
~ 88 6EF ‘OL S08 Z j Ze ZI Ir | 22€'8 RSh | F osByO | 
TZ2 f [ 61°8 l 1 ZI ZS 1 } BANG -Yooyey 
I £0 01 s #8 ‘6 69 ee : ~ween===-s1ydmle 
lz &% I RZ ‘L 000 ET il | ‘ \USEN 
"SOI I | 02 8 | Z | $82 OL 629 | : “BURT , 
O80 ‘22 IIT | IZ ‘Or | 992'8 ma. 4 , : low 138g 
190 08% | | 96 ST tT | osh'g =} ose | ; sum | & 
SOL ‘6L | | OL FI ral 609 ‘8 009 % =“ aise INQSV1d 
SZ “Sg | Or 6 R801 ‘8 | $O1 Z | ; BIqaepepitd 
Zlb bee | 22 €1 |2z‘er | 86z‘9 | 168% MON |Z 
6LI ‘EZI$ lcczt |ocor jeeg2 f|eere | |--- - isog | I 
| uo sjuag | &87U29 } 87Ua9D | | SUONp2IF\ 
—_—-—— - - = - = | - | — - 
| | | wef | | | 
SZUJABS | pa | +1aO | ont }oTUO popaaea | 
[8IOL | | Ss1d | lod «6jdeds (yu | 
| VSBIOAY 1sOp ‘ 1s09 at ML | : 
| og eung | | | ANO 
intestine : ‘ a a . 
| yu | }ep 
jenjoe ood sn 6261 IVA [ROSY |} Jod 4800 pojied 





dour | 






3B UOSTIVC jenjow ureysAs [00d J0T 





pejyiodei s 








]Do981 d 


89298170)8 200d s0jow fisuabhpsaqur aarywavdwuos ‘Egg va 





135 





pInom uRygy s 





JIYVA SS 















1070Ul vy} (1e0A4 Jed 

° e - - - 
BEI 68S “F | Ps 
FIG ‘FST : ae : 

| 

O19 ‘Feb ‘F | 6S 'E— | LOK ‘+ _— 
ser ‘sor | s6-e— | 60s ‘I4 
PEP ‘SOR | 16'%— | eze ‘e+ 
108 “S9T 61 '9— PSI ‘ZS L 





Sutjood 0} Joy1d sayTur oures OY} [9ARI} 07 So 


O8O0"E YITA oFveTTUT pesvesouy sty Yst 





OLT II 
8F9 ‘IT 


19% ‘Z% 
8U9 6 





ulsveioul Ag 
WTAIOS @[OIYOA JOJ szu 





ose ogi Aq poanbe 
inj 04 a(qe 


jud0ued 





oq OAT U 
BM Woysds [ood 








UOTIVZITTIN Vo 

















| $928 [St ‘101 
681 ‘OI bLb Z 
Z£6 ‘8 0£0 6 
ree ‘ZL 920% 








“SJUOTIOITNDO pajsodes 170Y} JOAO JuUBOJEd EZ PesvalDUT OABY [OOd oy} WO 


9JOUGSB Jey JOR) 





YY} OF POzJAU] Ss] UOTQUAIFYW—"ALON 


‘XOPUT BIg JSOQ—SO]}S}IVIg JOqE’] jo Neaing ; 





[830.7 
aru Jed s1u90 EC'E JO ZUTARS B IV 
| “JU9UTYST{QeISe J99j8 ‘SoTIUL WOT] [TUT FOR > 
JO [8}0} 8 10} G96] BOA [BOSY Jo UOTZIOd 
8 peywiodo yoTyM sjood sojour § sNIg 





Ig¢ Il “[8I0.L 
~ | 
| ee eusyodg 
110 ‘T . ee ee ~~“ JIA NOOUB A-PUBIIOg 


~""“"O13388g OF 








136 


Mr. Jonas. That is all right; that will be sufficient. 
Mr. Tuomas. There is a wealth of information on those two cover 
sheets. 
Suppty CoNnTRACTING 


Mr. Tuomas. Let’s take a look at “Supply contracting.” Put pages 
II-35 and II-36 in the record. 
(The pages referred to are as follows:) 


Average employment 


Amount ean - aim 
| Department | Field Total 
1960... cet LE as ; an $777, 400 50.0 | 45.2 95.2 
a PRED ar | +57, 400 $1.2 | +5.0 +6.2 
1961_. pee | 834, 800 | §1.2 50. 2 101.4 


HIGHLIGHT 


“Term contracts for common-use commodities and services are established for 
large aggregate volume requirements against which agencies place individual 
orders at uniform price advantages.” (From the budget for 1961.) 

This method of contracting is used when: (a) industrial distribution facilities 
are adequate to properly serve numerous use points, (0) items are noncom- 
petitive, (c) installation or supervision of installation by suppliers is essential’ 
to proper use of equipment, (d) concentrations of agency installations in a 
given area require common services, or (e) price or other advantages accrue 
to the Government. 

Purchases from Federal supply schedule and similar local service contractors 
during 1959 amounted to $511.7 million. There was a major increase in agency 
usage principally occasioned by increased usage of electronic data processing 
equipment and an unprecedented volume in military purchases of aircraft and 
ground tires. Estimated savings resulting from price advantages through use 
of this contracting technique were $60.3 million. Based on current estimate 
of $546.2 million of purchases in 1960 and $575 million in 1961, price advantages 
are estimated at $64.3 and $67.8 million, respectively. These total estimated 
savings are based on an analysis by contracting officers having intimate knowl- 
edge of each commodity class covered and recognize that agencies could have 
purchased a portion of their larger requirements under their own contracts 
at prices as low as GSA term contract prices. While an increase in the use of 
presently established Federal supply scheduled is anticipated in 1961, compared 
with 1960, this budget provides for no new schedules. 


JUSTIFICATION 


Summary of performance cost 


1959 1960 1961 
Value of orders placed (thousands)-_.....-.___- iol $511, 683 $546, 200 | $575, 000 
Unit cost (per $1,000 ; ; ; 1. 49 1.42 | 1. 45 
ca lad Sn i 
Total cost or estimate_.__....-_- i ekiidehdalaaGakdiataen 763, 171 777, 400 834, 800 


Costs are measured against each $1,000 of orders placed by ail agencies under 
Federal supply schedule contracts and similar local-service contracts. Per 
formance includes determinations of new items that should be contracted for 
and items which should be discontinued; review of specifications, prices, and 
sources; evaluation of items offered by suppliers differing from specifications; 
development and issuance of invitations for bids; awarding and administering 
contracts; printing and governmentwide distribution of schedules listing such 
contracts ; and inspections necessary to insure specified quality. 
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The increase in the estimate of orders which will be placed by agencies in 
1960 over 1959 and in 1961 over 1960 is based on increased usage by larger 
agencies Of existing schedules. Provision is made to increase quality control 
coverage in 1961 in accordance with the recommendations of Interagency Con- 
ference Committee for Review of Federal Supply Schedules. Increase in 1961 
will permit the addition of four field inspectors for the purpose of increasing 
jnspection coverage on household and quarters furniture, textile products, furni- 
ture rehabilitation, and drug and chemical items. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and 
1961. 

Other objects.—$242,200 provides : 

(1) $148,300 for printing invitations to bid to be sent to suppliers and printing 
schedules for distribution to using agenc ies throughout the Government. 

The remainder of $93,900, or 11.2 percent of total estimate, includes: 

(2) $14,000 travel based on 175 days at $23 for visits by buyers to source of 
supply to keep informed of manufacturing methods and contratcors’ distribution 
facilities, and visits to agencies regarding their requirements, and 555 days at 
$18 for field inspections. 

(3) $3,000 transportation and $13,200 communications. 

(4) $20,400 contractual services including $5,700 contribution to health benefits 
fund. 

(5) $4,800 suppies and $38,500 contribution to retirement fund. 


Mr. Tromas (reading) : 





$592,600 for average employment of 101.4 in 


Term contracts for common-use commodities and services are established 
for large aggregate volume requirements against which agencies place indi- 
vidual orders at uniform price advantages. 

This is high level work. In 1960 you had $777,400. This year you 
want to increase it $57,400 up to $834,800. You have 101 positions 
and you increase it 6 over 1960. Are all these people here in the 
District of Columbia ? 

Mr. Bran. Not all of them. Some of these people are inspectors, 
assigned to the field offices. 

Mr. Turrry. The break between the departmental and field, is al- 
most evenly split man-vear-wise, 51 in the central office, 50 in the 
field. 

Mr. Tomas. Break down the duties. It says, “Industrial distribu- 
tion facilities are adequate to properly serve numerous use points.” 
What does that mean? Your terminology is a little bit confusing. 
It gives us the impression that this is a brain trust crowd that is 
formalizing your big purchase contracts. 

Mr. Bean. baboon contracts, of course, are developed for the use of 
all agencies in Government and so wherever they may be, they can 
write their sonesieiion on these producers for the merchandise that 
is in the contracts. 

Mr. Tuomas. How many people do you have in the District of 
Columbia? Are there 514 

Mr. Bean. Yes. 

Mr. Tromas. What do they do in contradistinction to what your 
0 in the field do? 

Mr. Bran. The 50 in the field are inspectors, mostly. 

Mr. Tuomas. It is to see that it comes up to standards laid down? 

Mr. Bran. Yes, sir, and that deliveries are made on time. 


Mr. Tuomas. I thought your inspectors were charged against an- 
other classification. 
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Mr. Bean. That is for a different purchasing operation. There are 
inspectors in this operation and also in the other operation, too, 

Mr. Tuomas. For 1959 the total volume of goods bought against 
these plans and specifications and contracts, or whatever you want 
to call them, was what? $511 million? 

Mr. Bean. Yes, sir. 

Mr. Tuomas. For 1960 it goes up to $546 million. 

Mr. Bran. That is correct, sir. 

Mr. Tuomas. For 1961 it goes up to $575 million. 

Mr. Bean. That is correct. 


TOTAL PROCUREMENT THROUGH ALL GSA FACILITIES 


Mr. Txromas. What is the total amount of merchandise that the 
Government procures through General Services under your three 
classifications: (1) Direct purchases from the stores is around $76 
million. Then you have your direct order, now you have your supply 
schedules. What is the total? 

Mr. Bran. I have a composite picture which is very interesting, 
The total is $186.1 million that we expect to buy in 1! 161 for direct 
delivery and the very interesting part is——— 

Mr. Tromas. $84 million is under which classification? You have 
three heads. I am trying todraw all three together. 

Mr. Bran. That is all of them together, supply contracting, which 
is the one we are discussing here is $575 million. 

Mr. Tuomas. How much is it for 1961? Is $575 million correct? 

Mr. Turpin. That is correct for 1961, on the a yply contracting. 

Mr. Tuomas. Give us a table by years from 1959 through 1961 of 
the dollar amount purchased for your three classifications: Stores, 
direct purchases and from your supply schedules. 

Mr. Bean. 1959, $834.3 million; 1960, $891.2 million; 1961, $939.8 
million. 

Mr. Tuomas. How much of that total is out of your stores? 

Mr. Bean. In fiscal 1961, 81 percent will be shipped direct and the 
balance out of stores. 

Mr. Tuomas. Will be shipped direct from the stores? 

Mr. Bran. No, sir, shipped direct from the producer to the customer 
agency. 

Mr. Tuomas. There isa difference, is there not ? 

Mr. Bran. Yes, sir, 81 percent direct to the customer and only 19 
percent shipped from stores. 

Mr. Ostertaa. Is that the picture generally with regard to your 
supplies? 

Mr. Bran. Yes, sir. 

Mr. Osrertac. 19 percent are handled in stores for redistribution? 

Mr. Bean. Yes,sir. The 19 percent represents sales out of stores. 

Mr. Tuomas. You are going to give us that breakdown ? 

Mr. Bran. I have the table. 

Mr. Trromas. Insert it in the record. 

(The table referred to is as follows :) 
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Total contracting and buying from GSA facilities 


{In millions] 











=— — ———— 7. = 7 a ae Poa a al | 
| | 
Volume 1959 actual 1960 appro- | 1961 request 
| priation 
2 RAS el nee eS, és 2. © i Sees ont at ate wu id - ae eo ‘ 
gapply contracting. . ....---.--20--2----- nen enene--- eens e+ -e- | $511.7 $546. 2 $575. 0 
} s = = = we 
Buying operations: } 
en a sich 19.8 | 26. 0 32.0 
Nonstores: Direct delivery oe dei dniehoeerlaiete -| 153. 2 | 157.0 | 154.1 
cai ea eta acts sleuiimemicals cdelliciaiasicinisteaasaia’ aaa asian 173. 0 183. 0 186. 1 
III, ROOT NN ne iedepieinrenvtianegeeas 684.7 | 729.2 761. 1 
Percent of total volume aici i (82 (82) (81) 
Buying operations—for stock ......-- a 149. 6 | 162. 0 178.7 
Total volume........... és) ca niacin saniidukiaiaadinaibies 834. 3 891.2 | 939, 8 
| 





Mr. Osrertac. You refer to fiscal year 1961 rather than calendar 


year ¢ 
Mr. Bean. That is correct. 


Suppty MANAGEMENT 
Mr. Tuomas. Let’s look at “Supply management.” Put page II- 


88 in the record. 
(The page referred to is as follows :) 


Average employment 
Amount ae ai ieee la 
Department | Field Total 
1960 BS $377, 200 36. 7 | 36. 7 
Change a +-59, 400 +42} | +4.2 
. = i. hess 
1961 436, 600 40.9 | 40.9 


HIGHLIGHT 


“Policies and procedures for improving supply operations in Government 
agencies are developed and their installation coordinated through the conduct 
of training programs and supply conferences, continuous on-site technical 
assistance, and by special surveys as required” (from the Budget for 1961). 

“Supply management” is conducted through two subactivities as follows: 


Summary of performance cost 


1959 160) 1961 
a) Pol proe r | $127, 549 $159, 100 | $215. 700 
b) Agency st pply pr tic . | 203, SS 218, 100 220), 900 
lotal cost or estimate - | 331, 435 $77, 200 | 436. 600 

JUSTIFICATION 
u 1961 
a) I 

I 3. 7 » 1 
\ ( ¢ 70 | ) £9 760 
I dle : | | $215, 700 
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This subactivity develops, for governmentwide application, policies, procedures, 
and instructions in the field of procurement and contracting, storage and distri. 
bution, quality control and inspection, inventory management and other matters 
related to the Federal supply system. 

Increase in 1961 provides for internal implementation of the Federal Pro. 
curement Regulations with uniform policies and procedures, on an agency level, 
applicable to the procurement of personal property and nonpersonal services by 
the various services of GSA. A small increase is also provided for normal 
printing requirements and contribution to health benefits fund. 


1959 1960 | 1961 
; | 
(6) Agency supply practices 
Performance (in man-years)..________. ae | 17.6 | 19. 2 | 18.8 
Average cost ORR tego $11, 584 $11, 359 $11, 750 
Performance cost Setecreueuwecieccesues ; $203, 886 $218, 100 $220, 900 


This subactivity furnishes technical direction and assistance to Federal agen- 
cies in applying sound supply management policies and improved methods for 
increased efficiency and economy in governmental supply operations. It makes 
surveys of Government property and property management practices and coop 
erates with executive agencies in the establishment of reasonable inventory 
levels for property stocked by them. 

Increase over 1960 provides for contribution to health benefits fund and 
normal printing requirements. 


Mr. Tuomas. You say: 


Policies and procedures for improving supply operations in Government agen- 
cies are developed and their installation coordinated through the conduct of 
training programs and supply conferences, continuous on-site technical assist- 
ance, and by special surveys as required. 

There is $377,200 for 1960. There is no increase in jobs. There 
are about 41 or 42 positions; is that correct ? 

Mr. Tourer. Forty-one positions. 

Mr. Tuomas. Where is the increase of $59,400 going ? 

Mr. Bean. This is a 4.2 man-years increase. 

Mr. Tuomas. How do you justify this $59,400 increase ? 

Mr. Bean. 4.2 people, and the reason for that is the fact 

Mr. Tuomas. The justification shows 4.2 people. There are none in 
the field. They are all inthe District of Columbia / 

Mr. Bran. That is correct, sir. The principal thing is we are 
reviewing with the Department of Defense 800,000 items of merchan- 
dise to determine which portion of them we will supply. 

Mr. Tuomas. I notice you have a printing and binding item of 
$16.000. 

Mr. Brean. Yes, sir. We publish quite a few manuals and other 
instructions. 

Mr. Tromas. $13,000 for travel, at $23 per day, 136 days. 

Mr. Bean. In making surveys we very frequently go to other lo- 
cations. 


PROCUREMENT PoLicy 


Mr. Tuomas. Next is procurement policy. Put page IT-41 in the 
record at this point. 
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(The page referred to is as follows :) 











| Average employment 
Amount ame ina ania A chaieceey 
! | ss + 
| Department Field Total 
1960.---- BS RES C 2 hin obs kawennnnbeeecuie $127, 000 CG tisweaueecwiane 10.4 
SRNR se a ao wsveseecccccsuscccsvewermmeweeperte +41, 000 | lS Eimmncdcaeneuiee +2.2 
1961 (cnnetgdenpandimdeie dub edesiasips 168, 000 | RE Biciniitautnten | 12.6 


' 


HIGHLIGHT 


“Policies and procedures are developed for achieving the maximum of uni- 
formity and simplification of procurement regulations relating to purchasing 
and contracting throughout the Government” (from the Budget for 1961). 








1959 | 1960 1961 
a aon eal | — 
Total cost or estimate................--...- a — $90, 200 $127, 000 | $168, 000 
JUSTIFICATION 
Procurement policy 

Rio a isl 

1959 | 1960 1961 
Performance (in man-years 7.9 10. 4 | 12.6 
Average cost a $11, 418 $12, 212 | $13, 333 
nats dati Ss scoparia pctemmeeeaain aetna ‘ $90, 200 $127, 000 | $168, 000 

| 





This activity plans, directs, and coordinates the development and execution 
of a Governmentwide program for the establishment of uniform policies and 
procedures applicable to the procurement of personal property and nonpersonal 
services (including construction) ; develops, publishes, and maintains the Fed- 
eral Procurement Regulations to provide Governmentwide uniform purchasing 
and contracting policies and procedures; administers the Federal procurement 
regulations system for the codification and publication of all Federal agencies 
purchasing and contracting directives that implement or supplement the FPR; 
provides guidance and assistance to Government agencies in their participation 
in the FPR system; and participates in the planning, deliberations, and mem- 
bership of the interagency Procurement Policy Committee. 

The increase over 1960 provides for (a) increased liaison with civil and mili- 
tary agencies and additional travel incident thereto, (b) increased printing of 
Federal Procurement Regulations and (c) contribution to health benefits fund. 


EXPLANATION OF DISTRIBUTION BY ORJECTS 
(See activity data sheet) 

Personal services and staffing. $135,500 for average employment of 12.6 in 
1961. All employment is departmental. a 

Other objects.—$32,500, or 19.3 percent of total estimate, provides : 

(1) $2,000 for travel at $23 per day for 87 days for direct agency contacts 
and liaison with professional, industrial, and technical organizations in the 
formulation, development, and promulgation of Governmentwide procurement 
policies and procedures. 

(2) $15,800 preparation, printing, and distribution of Governmentwide Fed- 
eral Procurement Regulations in looseleaf volume and reproduction of draft 
regulations for disrtibution to Government agencies for review and comment. 

(3) $700 contribution to health benefits fund. 

(4) $8,800 contribution to retirement fund. 

(5) The remainder of $5,200 includes $1,000 communications, $1,000 sup- 
plies, and $3,200 contractual services. 











142 


SERVICE DIREcTION 


Mr. Toomas. Put pages II-43 and [I-44 in the record. 
(The pages follow :) 








—. 
Average employment 
Amount ee 
Department | Field | Total 

a eee ————_—.. 

a $560, 700 | 18. 1 29.9 | 48 
cians Ah cad rien taal ecdventbdntinbtaiaietitpinnint +-9, 700 l l F 
nisbsnse senate ctebbqunebiterndennscnns 570, 400 18.0 30. 0 48 


HIGHLIGHT 


General suprevision over all programs assigned to Federal Supply Service is 
provided. 

Supervision is provided in the central office by the Commissioner of FSs§, 
two Assistant Commissioners, and an executive staff, and in the field by a 
regional director for FSS in each of the 10 regions. 


. a 
| 1959 1960 1961 





JUSTIFICATION 


The increase provides for contribution to the health benefits fund and addi- 
tional postage fees for heavier volume of mail anticipated in 1961. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


— 


Personal services and staffing.—$442,600. Continues staffing : 
Distribution by central office and field follows: 


1960 level. 





| 1959 ity 196] 
Central office _ _- 17.0 18 18 
Regional offices 30.0 | 30 EY) 
Total positions 47.0 | 48 | 48 
Averaze employment 46.7 48 | 4s 


Other objects.—$127,800, of which $31,000 is for postage fees for ‘Operating 
expenses, Federal Supply Service” activities financed by direct appropriation. 

The remainder of $96,800, or 17 percent of total estimate, includes 

(1) $28,000 travel based on 1,120 days at $25. 

(2) $800 transportation and $12,600 communications. 

(3) $9,400 printing. 

(4) $10,700 contractual services, including $2,700 for contribution to health 
benefits fund. 

(5) $28,800 contribution to retirement fund. 

(6) $6,400 supplies and $100 FICA costs. 
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Activiry Data SHEET (BY POSITIONS AND OBJECTS) 


Positions by grades and average employment 

















— 7 ae aie ake oa 
Actual, 1959 Program, 1960 Request, 1961 
Grade as SEIT 738 : ce y o =f 
Depart-| Field |Total| Depart-| Field |T otal} Depart-| Field | Total 
| mental mental | | mental | | 
| | } | | 
— Perec tseht tere eer eer ete hat ee ree 
Grade: | 
GS-18 1 1 SO ne On | J eee 
GS-17 2 2 2 ; 2 2 | a 2 
GS-15 3 | 10 | 13 3 10 13 | 3 | 10 lé 
GS-14 os 1 1 2 1 } 1 | 2 
GS-13 1 |} 4 5 aoe 3 3 --=-| 3 | é 
GS-12 3 3 | 1 3 4 | 1} 3] 4 
Gs-11 B hua 1 | son hail tearm 
Gs-9 2 1 | 3 | 2 ] 3 2 | 1 3 
GS-7... ‘ 3 2 | § 4 2 f 4 | 2 6 
GS-6 ‘ . eed l 4 5 | ] 5 AA) 1 | 5] 6 
GS-5 l 5 6 | 2 4 6 2) 4} 6 
GS-4 1 1 2 | 1 ] 2 bh .t yd 2 
Ungrade 1 1 1 l ] 1 
Full-time position ‘ - , i7l” @ 47 18 30 48 18 | 30 48 
Avera re employee: | | } 
Full time a |} 16.6 30 | 46.6 18.0 | 29.9) 47.9] 17.9} 30) 47,9 
Part time... | l 1 ] i l 1 
Total ‘ a8 | 16.7 30 | 46.7 18.1 | 29.9 | 48.1 18.0 30 | 48.0 
Classification by objects 
Actual, Program, Request, 
1959 1960 1961 
Personal services j 
Departmental ait tos $164, 204 $163, 200 $164, 200 
Field Bb te 277, 411 277, 600 | 278, 400 
01 Total, personal services __- 441, 705 440, 800 442, 600 
Other object 
02 «| vel 20, 024 28, 000 28, 000 
03 Transportation of things 212 800 800 
04 Communication services 53, 582 36, 60K 43, 600 
OF Rents and utility services... te 
06 Printing and reproduction_- 8,817 9, 300 9, 400 
07 +O “ontractual services 11, 438 &, 00 10, 700 
OS pplic i materials 6, 374 6, 400 6, 400 
09 Equipmen 5, 333 
) Lands and st i 
11 Grant i tior 25, 367 28, 700 28, 800 
3 Refunds, av ties 1, $12 2, 000 
| é ] 100 100 
otal, other object 133, 141 119, 900 127, 800 
otal, obligation 574, 846 560, 700 570, 400 
Po ) ; 
erage salary, all positions 9. 180 & 925 9, 050 
A verace rade, GS position 10. f 10.4 10. 4 


Mr. Tuomas. This reads: 


General supervision over all programs assigned to Federal Supply Service is 
provided. 

Last year you had $560,700. You have an increase of $9,700. You 
have a total of 48 positions. We have a lot of chiefs in the Federal 
Supply Service. Can you consolidate about three or four of these 


organizations and reduce your employment by a third ‘ 
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Mr. Bean. I doubt that very much. After all, we have increased the 
business by about 50 percent during recent years. We still have the 
same number of people in this service direction. 

Mr. THomas. Administrative operations. 


ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. Put Mr. Turpin’s page [I-45 in the record. 
(The page referred to follows :) 


HIGHLIGHT 


Financial, administrative and legal services, management supervision, regional 
direction, and legislative and information services to support this program are 
provided by the integrated staff organization of GSA financed by transfers to the 
xdministrative operations fund from funds provided for the respective programs, 

This estimate is based on a projection of 1959 cost reports for administrative 
operations support adjusted for changes in the operating program, as follows: 


Direct ap- Utilization Total 
propriation sales 
Performance cost for 1959 $846, 119 $211, 000 $1, 057, 119 
Appropriated for AO fund (IOA Act 1960) 753, 000 195, 000 948, 000 
Estimated increase in workload +138, 500 113, 500 +252, 000 
Estimate for 1961 P i 891. 500 308. 500 1, 200. 000 
1959 per 1960 financing] 1961 estimate 
formance 
Tota! program cost (millions : : $5.8 $6.0 | $7.5 
Administrative operations cost (millions wn $1. OF $0. 95 $1. 
Ratio of administrative operations to total costs (percent } 18.3 15.8 16.0 
Distribution of cost by subactivity | 
a Financial services | 553, 032 $85, 000 680. 000 
Administrative services | DOR BF ¢ 0 408, 000 
Legal services 21, 668 109, 000 122, 0% 
Legislative and inf i St 2,773 68 75, OO 
é M i ent supervision 21, 320 19, 000 15, 000 
I Ss ma 119 is 200), OW 
I man ‘ ivalent (2.2 27 M. 4 
Workload t ns 
I lant Ser ces 
En ‘ 28 73 708 
\ rs pro l ous ; ll 
A inti 1 1 19 
Audits } 
Cc uC 
NNER fer SRR ei ee eT oP opr eee 
Adn iistrative service 
Personnel, employees serviced 28 a7; 70 
Compliance investigations 125 


Mr. Tuomas. This reads: 

Financial, administrative, and legal services, management supervision, regional 
direction, and legislative and information services to support this program are 
provided by the integrated staff organization of GSA financed by transfers to 
the administrative operations fund from funds provided for the respective 
programs. 

Is this the item where there is the biggest single element of cost! 

Mr. Turrtn. No, sir. The biggest single elements of the cost of the 
administrative operations fund are in the “Expenses, supply distribu- 
tion,” and in the “Operating expenses, PBS,” in the field. 


t 
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le | Actually, 90 percent of the administrative operations workload in 
18 the field, 85 to 90 percent is related to those two programs. 


EXPENSES, SUPPLY DIsTRIBUTION 


Program and financing 





} 


1959 actual | 1960 estimate) 1961 estimate 











; 
Program by activities: 
1. Stores activities: 
OO ie mnininntinncadentias nab aiod oon a $7, 070, 159 $7, 649, 433 | $8, 345, 000 
Space and related costs__...-.-- seeaainleoed 3, 071, 646 3, 467, 720 3, 442, 000 
al SD BayiRs CDOTERIONS. « « «csc ecccenctupasee ath cota 4, 135, 462 4, 449, 789 | 4,619, 000 
re 3. Inspection operations. -.-............-- ; BME a 1, 303, 671 | 1, 581, 976 | 2, 029, 000 
4. Administrative operations ae . 4, 299, 800 4,695, 000 | 4, 900, 000 
he 5. Adjustment of prior year costs diate etna abies ala 205 |. ekaeroet ies 
ns, : 
= Total program costs !___........--- 2 aad aie | 19, 880, 533 21, 843, 918 23, 335, 000 
e 6. Relation of costs to obligations: 
; Costs financed from obligations of other years, net 
See tote cmeah Ree : ee Rakion — 393, 918 — 35, 000 
_ Obligations incurred for costs of other years, net 241, 886 4 
Total program (obligations) -- ed 21, 450, 000 23, 300, 000 
Financing: Unobligated balance no longer available a sca ahead y 
119 Appropriation (new obligational authority) oe 20, 507, 000 21, 450, 000 23, 300, 000 
000 - : 2 oe ee ee ee se gee ae ee f a 
000 ! Includes capital outlay as follows: June 30, 1959, $134,612; 1960, $228,621; 1961, $25,000. 
), 000 : “2 ° 
Object classification 
te . 
ae 1959 actual | 1960 estimate | 1961 estimate 
$7.5 Total number of permanent positions ‘ ats 1, 854 1, 923 | 2, 054 
$1.00 Full-time equivalent of all other positions ; 41 27 2 
16.0 | Average number of all employees 1, 694 1, 789 1, 946 
Number of employees at end of year j 2 1, 753 1, 825 1, 953 
1 O00 . 
a’ 0M) Average GS grade and salary 3 «$5, 521 | $5, 61 ' $5, 661 
2,000 Average salary of ungraded positions $ 8 $4, 792 $4, 836 
5, 000 
5 00 01 Personal services 
: Permanent positions $8, 632, 82 $9, 388, 600 $10, 341, 700 
000 Positions other than permanent 214, 657 140, 800 125, 000 
: Other personal services 335, 22¢ 172, 200 139, 800 
1M. 4 ai = 
lotal personal services ), 182, 712 9, 701, G00 10, 606, 500 
(2 Travel 126, 097 190. Om 236, 000 
“1 3 Transportation of thin $43, 36i¢ 371, 500 414, 000 
11.0 4 Communication services 330, 413 $43, O04 370, 600 
19.8 { Rents and utility services 2, 113, 471 2 4, 200 2 558. 700 
4% Printing and reproduction 72 418 365. 50K {24 400 
a7 Other contractual services 2,063 4 2 144, 900 2, 405, 300 
1 Payment to ‘‘Administrative operations fund +, 209, 800 4, 695, 0OC +, 900, 000 
Services performed by other agencik 37, 724 140, OO 168. 000 
708 (#& Supplies and materials 348, 835 8 300 413, 000 
125 08 Equipment 209, 959 66, 700 25, 000 
ll Grants, subsidies, and contributions 551, 618 f SOL 167, 700 
- 13 Refunds, awards, and indemnities 33, 680 37, 500 39, 700 
15 Taxes and assessments 8, 632 11, 000 11, 100 
Total obligations 20, 122, 419 21, 450, 000 23, 300, 000 
onal - a cs 
| are ” c , ; 5 . 
-s to Mr. Tuomas. Let us look at “Expenses, supply distribution. 
ctive 
Torr rl ryv + a fr » a, r » 
Jt STIFICATION OF THE EstTIMATE 
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the Mr. Reporter, put pages IT-49, 50, 51, 52, and 53 in the record. 
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Summary reconciliation of 1961 estimate to comparable amounts for 1960 





1960 appropriation in annual act_--..---_-----_---_---__--- --. $21, 450, 000 
Comparative financiing from foreign aid procurements____-____~-~- 638, 800 
IR IE I cirreccseericcerasinininnnen mines eniansier oneness 22, O88, 800 


Increases in 1961: 
Handling increase in stores items sales from $180.5 million 
to $202.7 million and purchasing volume increase from 


$345 million to $364.8 million____- Sicsaednhaa cabaetndilec-dadaaiis ailaadaesascebsgpeleond 1, 103, 600 
Contribution to health benefits fund..._.._...-...-...-.-..... 107, 600 
ee cocina eintinienanntaapichibiainaiah 23, 300, 000 


Analysis by activities 


| 
Activities 1960 adjusted Decreases Increases | 1961 estimate 
a nec ceeindetstttcinenepen t ameate 
1, Stores activities 

a) Stores operations -- --.----| $7,546,000 ; $754, 000 $8, 300,000 ° 

(6) Space and related costs- - -- aout 3, 294, 000 143, 000 3, 437, 000 

2. Buying operations_. ; ; 4, 545, 300 | ‘ 133, 700 4, 679, 000 

3. Inspection operations ; ie : 1, 838, 500 | 7 | 145, 500 1, 984, 000 

4. Administrative operations ioe 4, 865, 000 35, 000 4, 900, 000 

RE Le ddr ‘ 22, 088, 800 | i 1, 211, 200 23, 300, 000 

aa cacacionr gran meidmerermenaiceintowsin itekie __. $21, 450, 000 

i td oe miecivit ss +638, 800 

a casmaananioaem irleeracieiniteniienaetcnecenesuemranimenscies, Tima 

eB Siler cchetsaneewenniewdneniammunenee idl ated ali a ae nin 1, ee 

I I lcs a MRR . 23, 300, 000 


GENERAL STATEMENT 


“This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities are sold to Government agencies from 
stocks in supply depots or by direct delivery from suppliers, whichever is more 
economical. Most of the costs of commodities sold are initially financed from 
the general supply fund, subject to reimbursement by ordering agencies, 
Wherever economical and feasible, costs of commodities furnished directly from 
the supplier are financed by payment directly from the requisitioning agency 
appropriation without involving the general supply fund. Total sales for 1961 
are programed at $357.3 million as compared with $341.6 million programed for 
1960, and actual sales of $322.2 million for 1959.” (From the budget for 1961.) 

The sales programs for 1959, 1960, and 1961 and expense of operations are 
summarized in the tables which follow. 

Estimate for 1961 provides, for the first time, direct financing of buying and 
inspection services relating to the ICA procurement program, which, up to and 
including 1960, were financed from the revolving fund “Administrative Expenses, 
Foreign Aid Procurements.” For purposes of comparability, these costs and 
workloads for 1959 and 1960 are included in the schedules for those years. 


APPROPRIATION LANGUAGE 


“For expenses, not otherwise provided, necessary for operation of the stores 
depot system and other procurement services, including contractual services 
incident to receiving, handling, and shipping warehouse items: and not to exceed 
$250 for purchase of newspapers and periodicals; [$21,450.000] $23,300,000.” 


Li 





Ssiss 


Ss 


ate 


000 

000 
000 
000 


200 


000 


ply 
‘om 
ore 
‘om 
ies, 
“om 
ney 
961 
for 
1.) 
are 


and 
and 
Ses, 
and 


res 
ices 


‘eed 


nw 
= 


i] 
oe 


147 


Summary of workload 


{In millions] 


1958 actual | 





| 

i 

A. Stores items: | 
Purchase orders written for de- | | 

pot stocks ale eaearedaie | 

Net change in outstanding | | 
orders ala —7.1 } 


Change in inventory__.....-.--- —3.7 | 
Sales from depot stocks_-_____.| 115. 5 
Purchase orders written for fuel 
yard bdGndlingedeectuhen 5.0 | 
Change in inventory-.-..--..-...- 7.2 |<< 
ira hd ibd ieee 
Sales from fuel yards_......... 5.2 
Purchase orders written for 
direct delivery 15.8 
Net change in outstanding or- 
te ee —1.4 
Sales by direct delivery... 14.4 | 
Total sales (stores items) 
(lines 5, 8, and 11) 135, 1 
B. Nonstores items: 
Purchase orders written iaedl 157.8 
Net change in outstanding or- 
ee eer “ —31.7 
Total sales (nonstores items) 126 
C. Total program 
Total purchase orders written 
(lines 2, 6, 9, and 14) pee! 304.9 | 
Net change in outstanding or- 
ders (lines 3, 10, and 15)_------ —40. 2 | 
Change in inventory (lines 4 
and 7) 6} 4esennawecseunens —3.5 
Total sales (lines 12 and 16) 261.2 
Sales from depot stocks and fuel yard 
(lines 5 and 8)_..-..---.-- ‘ $120.7 
| Percentage of total sales (line 22 and 
| ine 21 .- percent. 46.2 | 
Sales by direct delivery (stores and non- 
stores) (lines 11 and 16). » svialenstctial $140. 5 
Percentage of total sales (line 24 and 
Sd a’ ba shnanoandeniane aaa percent-. 53.8 


1959 actual 


$145. 2 


+7.8 
—11.9 


1960 estimate | 1961 estimate 











$157.2 $173.7 
—.8 —2.0 
—4.9 —5.0 
151.5 166. 7 
4.8 | 5.0 
Ont anpaabicmalen ad 
4.5 5 

26.0 32.0 
—1.5 —1.0 
24.5 31.0 
180. 5 202.7 
157.0 | 154.1 
+4.1 +.5 
161.1 154.6 
345.0 364. 8 
+1.8 —2.5 
—5.2 —5.0 
341.6 .3 
$156.0 $171.7 
45.7 48.1 
$185.6 | $185. 6 
54.3 | 51.9 








148 


Summary of cost data 


Line 1958 actual 1959 actual | 1960 estimate | 1961 estimate 


26 \. Stores items: 





27 Unit costs (per $100 of sales 
28 Operating expenses (line 39 
and line 12 $9. 57 $8. 59 $8. 40 $8. 13 
29 Space and related costs (line 
40 and line 12)___. 1. 94 1. 62 1. 73 1. 63 
30 Total unit cost (per $100 
of sales) (line 38 and 
ee 11. 51 10. 21 10. 13 9. 76 
31 Performance cost (by activ- 
ities 
32 1. Stores operations 8, 803, O89 9, 934, 234 10, 675, 000 11, 605, 000 
33 (a) Storage and issue 6, 180, 682 7, 231, 444 7, 546, 000 8, 300, 000 
34 (b) Space and_ re- 
lated costs 2, 622, 407 2, 702, 790 3, 129, 000 3, 305, 000 
35 2. Buying operations 2, 554, 405 2, 747, 603 2, 834, 300 2, 992, 500 
3t 3. Inspection operations 803, 435 941, 362 1, O82, 500 1, 222, 000 
37 4. Administrative opera- 
tions 3, 388, 612 | 3, 481, 253 3, 695, 000 3, 960, 000 
38 Total performance 
cost 15, 549, 541 17, 104, 452 18, 286, 800 19, 779, 500 
39 | Operating expenses | 12, 927, 134 14, 401, 662 15, 157, 800 16, 474, 500 
40 Space and related costs 2, 622, 407 2, 702, 7H 3, 129, 000 3, 305, 006 
41 B- Nonstores items 
42 Unit costs (per $100 of pur- 
chase line 47 and line 14 1. 89 2.18 2.18 2. 2 
43 Performance cost bv wctiv 
44 2. Buying operations ], 832, 271 1, 781, 500 1,711, 000 1, 686, 50 
: Inspection operations 500, 562 627, 228 756, 000 762, 000 
4 4. Administrative opera 
tions 554, 552 933, 38 152, OO 940, OO 
47 Total performance 
cost 2, 977, 390 3, 342, 110 3, 419, 000 3, 388, 500 
7 I n 
49 nit per $100 of sales) (line 
i line 21 7.0 6. 35 6. 35 6. 48 
nes 38 and 4 8, 526, 931 20, 446, 562 21, 705, 800 23, 168, OF 
A 
2 Ne ring space adjustment l \ 381, 20 165, O06 132, OO 
Ss Research and d lop 
IT t DP 218, 000 
4 La Difte ce hetweer avments and 
t idministrative operati co 69, 2t 53, 365 
Total financir 8. 548. 971 20, 881, 226 22, OSS, 800 23, 300, 000 


JUSTIFICATION 
Stores ttems 


Actual stores item sales of $135.1 million in 1958 and $167.6 million in 1959, 
are expected to increase to $180.5 million in 1960 and $202.7 million in 1961. 
Military use of GSA stores depot facilities has resulted in the continued 
increase in sales of stores items. In 1959, total sales from stores stock were 
21 percent greater than sales in the preceding year. 
programed for 1960, and 10 percent for 1961. Both these programed increases 
are considered conservative. Supply support of common-use items to the Air 
Force in the Far East, Europe, north Africa, South America, and the Caribbean, 
as well as supply of hand tools to the Air Force in the continental United States 
and overseas, is continuing to build the stores sales volume. 


Increases of 7 percent are 


Nonstores items 

Actual nonstores items sales were $126.1 million in 1958 and $154.6 million 
in 1959 and are estimated at $161.1 million in 1960 and $154.6 million in 1961. 
Included is $36.2 million in 1958, $30.4 million in 1959, $28.1 million in 1960, 
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and $27.5 million in 1961 for sales to the International Cooperation Adminis- 
tration’s OVerseas missions which was financed by an allocation from the revolving 
fund “Administrative expenses, foreign aid procurements” through 1960 but is 
jncluded under this head for 1961. The decrease from $161.1 million in 1960 
to $154.6 million in 1961 is due to the progressive reduction in the volume of 
household and quarters furniture for the Air Force. 

Total sales program 


Total sales program, including stores and nonstores sales, is $322.2 million 
in 1959, $341.6 million in 1960, and $357.3 million in 1961. Increased unit cost 
in 1961 for total program reflects additional inspection coverage and the cost 
of contribution to the health benefits funds. 

Application of costs 

As the effect of changes in the sales program does not apply uniformly to 
each of the budgetary activities, the actual distribution of the total cost is set 
forth for each activity in the material which follows. 

Mr. Tomas (reading) : 


This appropriation provides for expenses of operating the nationwide supply 
system whereby common-use commodities are sold to Government agencies from 
stocks in supply depots or by direct delivery from suppliers, whichever is more 
economical. Most of the costs of commodities sold are initially financed from 
the general supply fund, subject to reimbursement by ordering agencies. 

Are your customers meeting their bills on time ¢ 

Mr. Bean. They are doing muc h better. 

Mr. THomas (reading) : 

Wherever economical and feasible, costs of commodities furnished directly 
from the supplier are financed by payment directly from the requisitioning 
agency appropriation without involving the general supply fund. Total sales 
for 1961 are programed at $357.3 million as compared with $341.6 million pro- 
gramed for 1960, and actual sales of $322.2 million for 1959. 

This is from your 11 stores; is that correct ? 

Mr. Bean. The figures represent totals of sales from stores plus 
sales by direct de liver y from suppliers. 

Mr. Tuomas. What is this, a $15.7 million increase in sales over 
1960 7? 

Mr. Bran. Yes, sir. 

Mr. TnHomas. You have a total cost for 1960 of 823.300.0000. as 
against $22,088,800 for 1960, is that correct 

Mr. Bean. That is correct, sir. 

Mr. Tuomas. It is broken down into store activiti es, store ope ration, 
$8.3 million in 1961, as against $7,546,000 for last year. That is an in- 
crease of $754,000, for an increase of $15 million worth of work. 
What percentage isthat? Isthat 5 percent ? 

Mr. Bran. That computation is just about 5 percent. 


NIT COST OF OPERATIONS 


Mr. Tuomas. And your average cost of doing business per $100 is 
what for 1959, $6.39 or $6.41? You set it out on your table and we 
will get to that in a minute, 

Do you recall what it is? 

Mr. Turrrn. Yes, sir. For the sales of stores items from stock and 
stores items by direct delivery, it is $9.76 per $100 of sales. 

Mr. Tuomas. Your total program is listed here. We will break 
that down. You have a unit cost of all sales under Expenses, Supply 
Distribution per $100. For 1958 it was $7.09 per $100 of sales: for 
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1959 it was $6.35; for 1960, $6.35 and for 1961 it goes up to $6.48, 
That covers all three types of your sales, from your schedules, direct 
orders and from your stores? 

Mr. Turrrn. No, sir. That does not include the business under the 
schedules. This just includes the items distributed through our stores 
and the direct delivery items, the purchases that are mi ade for direct 
delivery to the customers. 

Mr. Tomas. You don’t break down the figure $357 million. Is 
that direct purchases and stores ? 

Mr. Fiorre. Yes. 

Mr. Tuomas. Break that figure down between direct purchases and 
stores. Of course, there ought not to be too much overhead to make 
a direct purchase. Certainly there ought not be much overhead in 
making a purchase from schedules. Your table does not quite give 
us all the picture, does it ? 

Mr. Turret. This table does not cover the purchases under the 
schedule contracts. 

Mr. Tuomas. Right at this point in the record I want. to break it 
down for your cost per $100 for 1959, 1960, and 1961 in your three 
classifications: One, your stores; two, direct purchases; and three, 
your sales from your schedules. Your sales from your catalogs is 
almost double your sales from your stores, plus your sales from direct 
purchases, aren’t they ? 

Mr. Bran. Sales from catalogs are the same as those from stores, 

Mr. Tuomas. I mean from schedules. 

Mr. Bean. Schedules, yes. That volume is very much higher. 

Mr. Tuomas. About $500 million against $300 million, is it not? 

Mr. Bean. That is correct. 

Mr. THOM: 1s. Sothis table does not mean too much. 

What is your cost per $100 from your stores on an annual basis? 
Break it down for us now. 

Mr. Turrrn. Per $100 of sales, it is $9.76 for the stores items for 
1961. 

Mr. Tuomas. What is it for direct purchases ? 

Mr. Turpin. About $2.20 per $100. 

Mr. Tuomas. What is it from your schedule ? 

Mr. Fvoere. Practically none, because they order direct and pay 
direct. We don’t finance it. 

Mr. Tuomas. We are agreeing with your statement, but what is the 
figure of cost? Is itany? 

Mr. Forte. The only cost would be that for entering into the con- 
tracts. 

Mr. Tuomas. That is your element of cost. 

Mr. Fioere. ‘The cost is shown on page II-35. 

Mr. Tuomas. You do not have it at $100. It is $1,000. 

Mr. Bean. $1.45 per thousand for 1961. 

Mr. Tuomas. That is $1.45 per $1,000, not per $100. 

Mr. Fioere. Fourteen and a half cents a hundred. 

Mr. Tuomas. Of this $357,300,000 for your sales in 1961, what part 
of that—I had a figure in mind, $176 million was for your stores. 

Mr. Bran. $171.7 for 1961. 

Mr. THomas. ec stores. So the difference between $171.7 and 
$357.3 million is what you do by direct purchase. 
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Mr. Bean. That is correct. 

Mr. Tuomas. The cost of that per $100 is what? 

Mr. Fuorre. $2.20. 

Mr. Tuomas. How does that cost originate ? 

Mr. Bean. And 1414 cents per $100 for the schedules. 

Mr. Troomas. How do those two items originate, 1414 cents per 
hundred for the schedule and $2.20 per hundred for the direct pur- 
chase. How does that cost originate? 

Mr. Turrrn. The cost for schedule purchases just represents the cost 
of GSA personnel who make the contracts. 

Mr. Tuomas. That is these 9 or 10 items that we have gone through. 
We suggested about four be eliminated and consolidated with the 
others. 

Mr. Turrrn. No, sir. That is just the one item. 

Mr. Tuomas. That is cataloging, listing, purchasing, your brain 
trust and your supermanagement and then Dr. Turpin’s crowd. 

Mr. Bean. With respect to schedules, it is just the time of the buyers 
to execute the contract. That isall it is for. 

Mr. Turrin. Then under the direct delivery of items, which is found 
under “Expenses, supply distribution,” there is a lot more work that 
has to be done in connection with that. 

Mr. Tuomas. Let’s pull in one other big figure that is not pulled in 
here: Total business you are going to do with your three classifica- 
tions for the fiscal year 1961 is what? 

Mr. Bean. $939.8 million for 1961. 

Mr. Toomas. What is your total operating cost for that work? 

Mr. Turptn. We would add $834,800 to the $23,300,000, or $24.- 
134,800 total. 

Mr. Tuomas. Percentagewise what is that? $24,134,800 was the 
figure ? 

Mr. Turpin. Yes, sir. 

Mr. THomas. What is that? 

Mr. Fioerr. About 21% percent. 

Mr. Turrrn. It is about 2.6, or about $2.60 per $100 of purchases. 

Mr. Tuomas. It looks like the purchase of your automobiles pays 
your entire expense and justifies your existence. I am not sure the 
other part of it justifies it, but it is certainly clear from the record 
that the purchase of the automobiles justifies it. Does anybody dis- 
agree with that? 

Mr. Turern. It certainly is an important factor, Mr. Chairman. 
Of course, the biggest portion of our cost for items purchased and 
sold is on those items that are handled through the warehouse. 


SERVICE DIRECTION 


Mr. Tuomas. Amongst the service people, who has overall say? 
Is it your service direction people? You have 48 people there. It 
costs about $570,000. Is this your top echelon that directs every- 
thing the Federal Supply Service does? 

Mr. Brean. That is correct. That covers my job and my staff. 
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DISTRICT OF COLUMBIA GOVERNMENT SAVINGS UNDER THE GSA 
SCHEDULES ON DRUGS 


Mr. Tuomas. The District of Columbia officials say it could save 
$250,000 under GSA schedules on the drugs it bought. Comment on 
that, Mr. Bean. How is that possible? How can a little unit of 
Government accomplish that ? 

Mr. Brawn. I would like to have Mr. Dunkle speak on that point, 


MAXIMUM ORDER LIMITATIONS UNDER FEDERAL SUPPLY SCHEDULE CONTRACTS 


Mr. Dunxuir. We do not know how many drugs they bought. We 
know their invitation to bid covered 140 items, many in large quanti- 
ties. The item of polio vaccine alone was $35.000. Our schedule 
contracts on drugs cannot be used for any item over $5,000 or a com- 
bination of items over $10,000. These contracts are for the use of 
agencies in buying their day-to-day needs, as the requirements occur, 

Mr. Tromas. Repeat your first statement. I didn’t quite get the 
significance of it, about your schedules covering X dollars of what? 
Repeat that again. 

Mr. Dunxktir. The Federal supply schedule contracts have maxi- 
mum order limitations. 

Mr. THomas. How much? 

Mr. Dunkte. $5,000 for a single item, $10,000 for a combination 
of items. 

Mr. THomas. Why is that limitation put on there? 

Mr. Dunxte. In order that lower prices can be secured for large 
quantities when they are required. The schedules are basically for 
day-to-day requirements of the various agencies and include in their 
prices the vendor’s nationwide distribution costs. 

Mr. Tuomas. That still does not explain why one unit of Govern- 
ment can go out and save $250,000. 

Mr. Dunxir. We also would expect to receive lower prices on large 
quantities such as they are buying. 

Mr. Tromas. Why don’t you put it in your schedule? Can you 
not protect yourself or the Government agency ? 

Mr. Bran. This has to be a separate and single purchase when we 
go out and get bids on quantities like these. We can get the same or 
lower prices. 

Mr. Dunkte. The reason we carry maximum order limitations is so 
we can also go out and get lower prices in cases where we have large 
quantity requirements. 

Mr. Tuomas. Why wasn’t that placed in that schedule? It ap- 
pears you can make a contract. If an agency buys a unit of 1 ata 
certain price, a unit of 5 at a certain price, a unit of 10 at a certain 
price, why couldn’t you do that ? 

Mr. Dun«uie. We do have a quantity discount on items within 
the limitation, but up to a certain point. When you go into the 
market for an unspecified cuantity, you cannot ask anyone to fore- 

cast a term contract price which might apply during the period of 
the contract on extremely large quantities and get a good price. 


= 


Mr. Brean. For the most part, the people who use the schedules 
are very small users and they are si ‘attered all through the United 
States. It is thus a very creat convenience to them. Whenever we 
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have a larger purchase, then we go out on an invitation to bid on a 
specific quantity. We would do the same thing as the District of 
Columbia. 

Mr. Tuomas. Has the District of Columbia contracted your organ- 
ation to make these purchases for them in large quantities? 

Mr. Dunk tz. No, sir. The District of Columbia is an optional 
purchaser under our schedules and they do not come to us with 
their large quantity requirements. They do the buying themselves. 
They do ‘place many orders under our schedule contracts, but on the 
large quantities as an optional user they are privileged to buy them- 
selves without coming to us. 


SHORT-TERM PURCHASE CONTRACTS 


Mr. Tuomas. With this overhead you have here and the various 
staffs you have, broken down into refined jurisdictions—one does 
this and one the other thing—why in the world don’t you initiate 
contracts looking toward purchase of large quantities! Wouldn't 
the manufacturer care to enter into that kind of a contract / 

Mr. DunK te. Not on a long-term basis. 

Mr. THomas. You deal on a year-to-year or 6-month basis, do 
you not, or how often ? 

* Mr. Dunxkie. Six months or a year. Usually the contract is for a 
year depending on the commodity and market involved. 

Mr. ‘Tuomas. There is something lacking someplace. It makes 
our organization look a little foolish “when one agency of Government 
goes out and buys an item much cheaper than you can buy it. 

Mr. Bean. Not cheaper than we could buy. We could have gotten 
the same price on the same quantities if we had gone out with an invi- 
tation to bid. 

Mr. Tuomas. They should have used your schedule. 

Mr, Bean. The schedule does not cover quantities of that kind. 

Mr. Yarrs. Why don’t you have them buy for you and get the 
savings that way ? 

Mr. Frorre. We can buy for ourselves. 

Mr. Bean. We can do it as well as they can on large quantity 
purchases. 

Mr. Yates. You don’t do it, though. 

Mr. Bean. We do so many times every year, but these are two dif- 
ferent things. A schedule covers a line of merchandise for a period 
of time and they are primarily for people 

Mr. Tuomas. Mr. bean, your argument is faulty to this extent: 
Your contracts run for a period of 6 months to a year and any manu- 
facturer in that length of time is going to make you a price if you 
ask him for it covering a unit of l ora unit of 10. 

Mr. Brean. And we get them at much lower prices. 

Mr. Tuomas. Why not get them at 1 through 10 and then everybody 
is protected. 

Mr. Bran. The argument is not faulty, sir, beeause when you go 
out and buy a large quantity, then you can invite bids from all people 
who manufacture the item. On a large quantity involving a single 
delivery, you always get a better price. That is the reason we have 
limitations in the schedule contracts. When the people who use our 
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schedules need large quantities, they can come to us. We go out on 
an invitation to bid and buy the large quantity separately. 

Mr. Tuomas. Apparently somebody down at city hall is doing 4 
little talking. He wasn’t very well informed, it seems to me. You 
folks should have informed him. 

Mr. Bean. I think that is true. 

Mr. Txomas. Does he know the ins and outs of your schedule 
buying ? 

Mr. Bran. I believe so. 


PROVISION FOR DISTRIBUTION COSTS UNDER CONTRACTS 


Mr. Dunxte. Mr. Chairman, one thing that should be clarified is 
that in making schedule contracts, we are making provision for a 
complete distribution system throughout the country. We are paying 
for distribution as a part of the price, which is not the case in the 
District contract. Under our arrangement any small ordering office 
anywhere in the country, and there are thousands of them, can place 
an order for a small quantity and get the same price in the schedule 
that a larger quantity can be purchased within the schedule limitation, 

In other words, we are making available lower prices than these 
thousands of offices could get if they bought through local distribution 
channels. 

Mr. Tuomas. What was the amount that the District of Columbia 
spent for this particular item or items? Do you recall ? 

Mr. Dunxte. The item that is the largest one we have been able to 
identify so far is the polio vaccine at $35,000. There may be larger 
items. We don’t have information on that. 

Mr. Tuomas. How much of that do you buy for all the agencies! 
Rather, how much do all the agencies buy under your schedule of that 
one item ? 

Mr. Dunkir. We would have to supply that for the record. 

Mr. Tuomas. Do you have an approximate idea ? 

Mr. Dunxte. No, sir. 

Mr. Tuomas. Aren’t you at all concerned with this unfavorable 
newspaper release? Did you look into it? 

Mr. Dunxie. Weare very much concerned with it. 

Mr. Tuomas. How much do your various agencies of Government 
buy under your schedule of this particular item ¢ 

Mr. Turrrn. I don’t have this particular item, Mr. Chairman, but 
the total purchases under our schedule for drugs and chemicals is 
about $15 million a year. 

Mr. Tuomas. How much did the District of Columbia spend for 
those same items ? 

Mr. Dunxie. We do not have those figures. 

Mr. Tuomas. Gentlemen, it appears to me there is something wrong 
someplace. 

Mr. Osterrac. To me, Mr. Chairman, it would seem with your vast 
quantity of supply and purchase over a period of time that your price 
under all circumstances should be much lower than what someone else 

can go into the market and buy at a given point during that period. 

Mr. Fioere. It is a matter of quantity. 
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Mr. Osrertac. I do not know whether I make myself clear. What 
actually happens is in reverse to what you would normally expect 
to happen. 

Mr. Bean. I honestly do not think so. 


SCHEDULE PURCHASES AND LARGE QUANTITY SINGLE DELIVERY CONTRACTS 


Let’s review the bidding. The schedule takes care of thousands 
of small purchasers in the United States and it also includes the 
delivery of it. We have a limitation in the contract which says: If 
you are going to buy more than X quantity then come to us so we can 
go out on an invitation, but if you are buying small quantities this 
is a good, sound figure. On invitations to bid for |: arge quantities for 
single delivery, without other services, we can get a lower price. 

Mr. Osrerrac. But your price in this instance, as compared with 
the District of ¢ ‘olumbia, is higher. 

Mr. Bean. In an invitation to bid we would have bought at that 
same price or lower. 

Mr. Yates. Do your records indicate how many drug items you buy 
each year over the past few years? Can you approximate what you 
are going to need, what your needs are going to be for a year? 

Mr. Brean. No, sir. 

Mr. Yates. Why can’t you? 

Mr. Dunxte. Because there is no method of getting a forecast from 
the agencies in terms of individual items. 

Mr. Yares. I know, but you have your purchase records to show 
what you bought in a year over a period of years, have you not, of 
particular items? 

Mr. Dunk.e. No,sir. We do not. 

Mr. Yates. You have scheduled purchases of particular items, you 
stated. 

Mr. Dunkuie. We have a copy here of our schedule contract. It 
covers the pricelists of approximately 170 complete drug catalogs. 
These are either special Government prices or discounts from estab- 
lished lists. So we are talking about 170 books and we do not have 
detailed records on each item appearing in all those books. What 
we have is a record of total sales by each company to the Government 
under these schedule contracts but not by item. 


NEGOTIATED CONTRACTS FOR SCHEDULED ITEMS 


Mr. Yates. Do you get.a price by bid or by negotiation ? 

Mr. Dunxte. By negotiation. 

Mr. Yares. For your schedules ? 

Mr. DUNKLE, Yes. 

Mr. Yates. The reason you get it by negotiation rather than by bid 
is you do not buy i in sufficient quantities ? } 

Mr. DunKxe. The reason we get it by negotiation rather than bid is 
tohave a distribution system available to all of the agencies in Govern- 
ment for drugs to avoid storage and issue to the maximum extent pos- 
sible. The second point is that historically the doctors select the brand 
that they wish to use on a patient, so our contracts permit them to 
choose the drug product they want. 

Mr. Yates. Who buys your drugs 
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Mr. Dunxte. All of the agencies in Government that buy in the 
quantities covered by this contract do so directly from the drug mann- 
facturers. 

Mr. Yates. Who in the agencies would buy these drugs ¢ 

Mr. Dunxkte. Purchasing officers in the agencies. 

Mr. Yatres.I know that. What are t they for’ Are they for indi- 
viduals or clinics / 

Mr. Dunk er. It is for any Federal program which needs drugs, 

Mr. Yares. .\ secretary can come in and buy if she wants a drug? 
She can come in and buy from that schedule ? 

Mr. Dunxte. If she is spending appropriated money, that is cor- 
rect. 

Mr. Yares. Only from appropriated funds ? 

Mr. Dunxxe. That is correct, only for agencies that would normally 
buy under Government regulations. 

Mr. Yates. W hy isn’t it cheaper for you to buy from somebody like 
the VA which I assume gets a lower price than you can get ? 

Mr. Tuomas. No. 

Mr. Yates. They do not get a lower price ? 

Mr. Bean. No, sir. 

Mr. Yates. We will ask the VA about that when they come in, too, 

Mr. SEAN. These people do not buy at lower prices under the same 
circumstances. 

Mr. Tuomas. Why don’t you change the circumstances so that it 
will cover everything from soup to nuts, a unit of 1 or a unit of 10, 
Mr. Bean. Is that feasible / 

Mr. Bean. So far, no one has ever been able to figure out how to 
do it. 

Mr. Yares. Is it because you do not want to store these drugs? You 
just act as a conduit for placing the orders for the agencies, and have 
the drug companies deliver it? Isthat the reason for it ¢ 

Mr. Brean. Yes, sir. That is part of the reason. 

Mr. Osrertac. Except that you guarantee to take a given amount? 

Mr. Bean. No; we do not. 

Mr. Yarrs. Let me ask you this: The Controller, a few minutes ago, 
indicated that there was $15 million worth of one item. 

Mr. Dunxte. That figure represented total annual purchases 
against schedule contracts which embraced 170 different catalogs of 
drug manufacturers. 

Mr. Yares. How much do you buy of an individual item in dollar 
amount ¢ 

Mr. Tuomas. They do not buy any. They sit down and make a 
contract, saying ; “We are representing 50 or 60 governmental agencies 
and we will duri ing the year buy not more than a unit of 5 of this item. 
What is your best cash price?” Then the agency will take that con- 
tract. and do their own purchasing. These people are not even con- 
sulted on that. 

Mr. Yates. Do you know how much your requirements were for 
polio vaccine last year under your method of schedule? 

Mr. Bran. No, sir. 

Mr. Yates. You do not know? 

Mr. Bean. No, sir. 

Mr. Yates. Do you not total them every year? 
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Mr. Bean. Not by item 


Mr. Dunxiz. We would have to go to the manufacturer to. get that 
information about a specific item. We are talking about hundreds 
of thousands of drug items in this schedule. 

Mr. Yates. Hundreds of thousands of drug items? 

Mr. Dunxte. Yes. 

Mr. Yates. Is this method of purehs use and distribution applicable 
toother purchases done by your agency ¢ 

Mr. DunxK Le. Yes, sir; in some cases. 

Mr. Yates. And, just. as in the case of drugs, is there a possibility 
that individual Government units could get a comparatively lower 
price for some other unit than you do for that unit ? 

Mr. Bean. Individual Government agencies would come to us when 
they want a larger quantity. 

Mr. Yares. Suppose the District of Columbia went out to try to 
buy furniture, some small items like tables—could they get a better 
price than you could by reason of their process of buying ‘ ? 

Mr. Brean. No; because for like quantity purchases we can do as 
well or better than they can. 

Mr. Yates. Because of the fact you store tables? 

Mr. Bran. No. When you buy a given quantity for a given de- 
livery date and the quantity is large enough so that we can send out 
an Invitation to bid, we can buy cheaper than on a schedule. That is 
why we tell the agencies, “If you are going to buy a larger quantity, 
let us know and we will buy it for you. 

Mr. Tuomas. They are advised of that ? 

Mr. Bean. They are advised of that, but that advice to the District 
of Columbia is followed at their option. 

Mr. Tuomas. Mr. Yates wants to know how much money you save 
by this method. I doubt you save any. I have a concrete example in 
mind. ‘This committee was interested in some chairs in here the 
other day. The Clerk of the House furnished the schedule price of 

chairs and it surely did look high to me. 

Mr. Bran. I assure you they are as low as anybody can buy them. 

Mr. Tuomas. One would think you were getting the wholesale 
price, but the price seems high to me. 

Mr. Yates. How do you schedule these things? For example, do 
you get your chairs from a specific manufacturer ? 

Mr. Dunkie. We obtain them by direct bid on Federal specifica- 
tions. 

Mr. Yares. On Federal specifications ? 

Mr. Dunkte. Yes. 

Mr. Yares. I can appreciate your problem, you do not want to go 
into the storage of these small items, and what you are doing is acting 
like a mail-order house? 

Mr. Bean. Sure. It saves the Government a lot of money. 

Mr. Yares. How does it save the Government money ? 

Mr. Brean. It costs more money to handle and store items than to 
have furnished directly from the supplier’s facility. 

Mr. Yarrs. And there is no way you know of for buying standard 
drug items which have been bought year in and year out by the various 
agencies so that you could store them at an overall saving to the Gov- 
emment and get them at the same price at which the District of 
Columbia buys them ? 
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Mr. Brean. We can buy an individual order at any time as low as 
the District can. 

Mr. Yares. As low asthe District ? 

Mr. Bean. Sure. 

Mr. Yates. But you do not want to do it? 

Mr. Brean. We will do it every time we buy an order of sufficient 
size. We will do it for the District, too, if they want us to, but they 
are not under our control. Other agencies come to us and we do bay 
the larger quantities for them. 

Mr. Osrerrac. And your prices are cheaper than theirs? 

Mr. Dunxte. Yes. The point is we are setting up a contractual 
arrangement that makes available better prices than the thousands of 
individual offices could secure if they bought directly in local distri- 
bution channels. We have a consolidated contractual arrangement 
which gives the Government a better price across the board for the 
quantities covered in the schedule. 

Mr. Osrertac. Drugs as an item are peculiar in that the life of the 
drug, or the potency of it, or the actual value of it shrinks. 

Mr. Bran. Some drugs require refrigeration. 

Mr. Ostrertac. This whole subject of drugs and drug prices and 
what is happening in this country has been the subject of investiga. 
tion by certain committees of Congress. Have you people been called 
in on that in any way ? 

Mr. Dunxte. Yes, sir. We had one of our contracting officers testi- 
fy at. a hearing in New York recently. 

Mr. Yates. May I I ask a question ? ) 

The Veterans’ Administration would store polio vaccine and buy 
it in sufficient quantities to get it at a lower price? 

Mr. Bean. I presume so. 

Mr. Tuomas. The Veterans’ Administration will buy five or six 
times as much drugs and medicine than all the other agencies com- 
bined. 

Mr. Bean. Yes. 

Mr. Tuomas. Do they buy at a cheaper price when they buy in these 
tremendous quantities than your individual customers ? 

Mr. Bean. When they buy in large quantities, they do. 

Mr. Tuomas. That is the wav they buy. 

Mr. Bran. Not entirely. They also have schedule contracts. 

Mr. Tuomas. But they will buy 5 or 10 times as much as all your 
customers put together. 

Mr. Bean. They are the largest civilian agency buyer. 


POSSIBILITY OF CONSOLIDATION OF GSA AND VA PURCHASING ACTIVITIES 


Mr. Yates. Have you tried contacting the VA to see if you could 
buy from them directly at a lower price than you can get these drugs 
from the drug a anies ? 

Mr. Bran. No: because it costs too much to handle it. 

Mr. Tuomas. You will not handle it. Let your customers buy 
direct from the VA. 

Mr. Brean. We are working with the VA on the possibility of con- 
solidating the two purchasing activities, ours and theirs, so that we 
can get the best price for the combined requirements. 
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Mr. Yates. This is the first time you have said that. That is 
what we have been leading up to. Weare trying to find out how you 
can save money for the Government. on yurchases of this kind, and in 
the drug field it is obvious the VA is biiy: ing larger quantities than 

you are ‘and it would be cheaper for you to go to the V-A rather than 
to the drug companies. 

Mr. Bean. We have made the determination that it is to the best 
interest of the Government that there should be one purchasing 
agency 

Mr. Yates. That makes sense. It would have been well if that 
had been done before newspaper stories declared that the District of 
Columbia is getting better prices than you are. 

Mr. Dunkie. VA will still have to use some schedules. 

Mr. Yares. In unusual drugs that are not used in great quantity 
you will have to go out on schedule, that is true; but the possibility 
exists that where you are both buying: on schedule you can buy 
cheaper when you buy 3 in larger quantities. 

Mr. Bean. Yes. We are working with them on consolidating 
subsistence procurement, too, 

Mr. Tuomas, That makes sense. Are you making progress? 

Mr. Bran. Yes. We hope to have that established in weeks. 

Mr. Tuomas. If you had had a combined schedule with the VA 
in drugs this thing would not have happened in the District of 
Columbia. 

Mr. Bean. The schedule contracts will still be at the same price. 


PURCHASE OF AUTOMOBILES 


Mr. Yates. The thought occurs to me, suppose you bought the 
passenger cars and vehicles for the ee of Defense so that 
your orders were all united, could you get a lower price from the 
automobile companies ? 

Mr. Bran. I doubt it. 

Mr. Yares. The quantities would be doubled or tripled and you 
still would not get a lower price? 

Mr. Brean. No. We are at rock bottom now. Some companies 
did not even bid last time. 

Mr. Frorre. And we are limited by law. We cannot pay more than 
$1,500 for a sedan and $1,950 for a station wagon. 

The principal reason for the difference in cost of automobiles is 
that this purchase is made directly from the ms unufacturer. They 
cut out all the dealer profit, and that is about 25 percent. That is 
where the principal difference comes in. 

Mr. Osrertac. Where is that law? 

Mr. Turrrn. It is section 201 in the “General Provisions” in the 
General Government Matters Appropriation Act, 1960. 


Stores OPERATIONS 


Mr. Tuomas. Now let us take a look at “Stores operations.” 


We shall insert at this point in the record page II—54 and the green 
sheet, IT-55. 


(The pages follow :) 
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APPLICATION OF COSTS 


The costs of receiving, warehousing, and issuing stores stock items from the 
nationwide system of stores depots are presented in two parts: (a) Cost of 
operations, and (0b) costs related to depot space. 

(a) Operations.—“Stocks of common-use commodities are received, ware. 
housed and sold at cost to Federal agencies through a nationwide system of 
supply depots. Continuous increase in stores sales is shown in the following 
figures: 1955, $75.9 million; 1956, $96.4 million; 1957, $116.4 million; 1958, 
$120.7 million ; 1959, $145.5 million, 1960 and 1861 estimated at $156 million and 
$171.7 million, respectively” (from the budget for 1961). 

The costs are related to sales from stores stock, including fuel yard, ag 
follows: 














1959 1960 | 1961 
Sales from stores stock. .........-.--.--- ~------------------| $145, 500,000 | $156, 000, 000 $171, 700, 000 
CED CORE ET Ba ih os nw nw nce ccin cnt a a ae 4.97 | 4. 84 | 4. 83 
Performance cost__...-.------ aie | 7,231, 444 7, 546, 000 | 8, 300, 000 
| | 





The decline in unit costs despite increases in wage board rates is attributable 
to various operating improvements and managerial controls. 

(b) Space and related costs.—Space and facilities are provided for housing 
inventories required for distribution through stores depots. 

Costs are related to stores inventories, as follows: 


1959 1990 1961 

jaitiaiagie — | | ~! 
Inventories in depots, excluding fuel | $51, 600, 000 $56, 500,000 | $61, 500,000 
Unit cost per $190 5 24 5 BA 5.37 
Performance cost... -- 2, 702, 790 | 3. 129, 000 3, 305, 000 
Nonrecurring cost... ..-.-- | 381, 209 165, 000 132, 000 
IIE 90s. 5 abt dennak task teddbestih ee nientings sean ae | 3, 084, 089 3, 294, 000 3, 437,000 


Nonrecurring costs in 1961 provide for expenses incident to relocation of some 


depots from present facilities into excess military facilities as suitable space 
becomes available. 
Activity Data SHEET (BY POSITIONS AND OBJECTS 
Positions by grades and average employment 


i 
| 


| Actual, 1959 Program, 194¢ Request, 1961 
Gr ve 
| Depart- Field Total Depart- Field Total Depart Field Total 
} ment ment ment } 
—_— — | — 
GS-15 I l l l l 1 
GS-14 } 2 { 3 7 4 § 9 
GS-1 6 Be 21 6 l 21 t 15 21 
GS-12 f 7 13 6 10 If 7 10 7 
GS-1 5 12 17 14 ] ( 14 20 
Gs-9 2 18 0) 2 M 22 3 21 24 
GS-8 2 2 l Bb hedsccacelednto seen 
GS-7 2 I 23 3 27 30 4 30 ot 
GS-6... l 3 } l 5 6 1 10 ll 
GS-5 6 54 60 6 55 61 6 60 66 
GS+4 10 7 } 97 | 9 a0 ar 10 OF 105 
GS-3 128 128 2 130 132 2 130 132 
GS-2 aa 13 | 13 lf 1s 15 15 
Ungraded 52 652 665 665 690 690 
Full-time positions 43 1,014 1, 057 45 1, 050 1, 095 50 1, 095 1, 145 
Average employment 
Full time 36. 4 909.6 | 946.0 42.0 950. 8 992.8 44.4 |1,016.6 | 1,061.0 
Part time 1.2 2R.5 29. 7 1.3 20.7 22.0 1.2 23.8 25.0 
se aati hSebcasieansass 37.6 | 938.1 | 975.7 43.3} 971.5 |1,014.8 45.6 |1,040.4 | 1,086.0 
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Classification by objects 


_ 











Actual, 1959 Program, Request, 
| 1960 | 1961 
eden LJet9d0 | ita 
Personal serv ices: | z 
SSENNIE Dion ddow tocdnicomannsdhnndpecdansinoghandggs 270, 080 | $311, 000 $325, 000 
TN ee 4,718,144 | 4, 811, 000 5, 225, 000 
G2, Dotel permortah ecw wees... 5 oo 5 io ween nnn ny ~~s 4, 96%, 224 5, 122, 000 5, 550, 000 
Other objects: j 
02 Travel. a xbe aras bes | 38, 186 | 52, 500 60, 000 
03 Transportation of things an 7 td ¥ 286, 631 | 305, 000 345, 000 
04 Communication services. -....... nswashunuetobacemadis 122, 895 | 130, 000 140, 000 
05. Rents and utility services..................-....... - 252, 027 | 281, 000 310, 000 
06 Printing and reproduction. ---- had noe 4 | 101, 602 | 125, 000 150, 000 
07 Other contractual services 7 bes i Daan 796, 900 | 872, 500 1, 036, 000 
08 Supplies and materials...........-- ‘ds aepeatmnd 267, 413 290, 900 | 317, 000 
09 Equipment. aie tase teaaeaiiemee crite 64, 757 | 26, 700 25, 000 
10 Lands and s structures pecmprenetece waetaten i ee A) Je ccspaleek nak tide cll 
11 Grants, subsidies, contributions. __.__- 288, 943 | 315, 300 339, 000 
13 Refunds, awards, indemnities. “ a en 19, 128 | 20, 000 22, 000 
15 Taxes and assessments._.......-- ee 4,738 | 6, 000 6, 000 
ens Guana Sree. A | 2,243,220 | 2,424, 000 2, 750, 000 
Total obligations. __...-- sib canes taleataeig siete Neuataalaiaaii amare | 7, 231, 444 | 7, 546, 000 8, 300, 000 
Position data: 
Average salary, al! positions ; J 4, 826 4,930 | 4,999 
Average grade, GS positions. ............- ; ook 5.4 5. 5 | 5.6 





Mr. Tomas. How many stores do you have now, 11? 

Mr. Bran. Eleven stores depots. 

Mr. Tuomas. And your sales from stores stock are estimated for 
1960 at $156 million and for 1961 at $171.7 million, an increase of 
about $15.7 million. 

Mr. Bean. A 10-percent increase. 

Mr. THomas. And your performance cost is estimated at $8,300,000 
for 1961 against $7,546, 000 for 1960, and that is directly attributable 
to that $15 million increase. 

UNIT COST 


And here is your unit cost, which varies a little from what you set 
out in your other table. You have it here as $4.83 per $100 for 1961, 
and a while ago you gave it as $9.76. 

Mr. Turpin. The $4.83 is the cost applicable to one of the indi- 

vidual operations required in connection with the distribution of 
stores. The item of $9.76 that was quoted a while ago was from the 
summary page [I-52. It is the unit cost per $100 for all operations 
having to do with the purchase and distribution of the types of sup- 
plies handled through the depots. 

Mr. Tuomas. You mean this item is just for running your stores? 

Mr. Bran. That is about right. It is for receiving, warehousing, 
and issuing stores. 

Mr. Tuomas. Then it takes about as much for the front office to 
operate ¢ 

Mr. Turrin. No. This $8,300,000 appears on the summary page as 
storage and issue cost. 

Mr. Tuomas. What happens to the rest ? 

Mr. Turrrn. In addition to the storage and issue cost, the cost for 
space and utilities in the warehouses is $3,305,000; for purchasing 
operations it is $2,992,500; for imspection operations the cost. is 
$1,222,000; and for administrative operations the cost is $3,960,000. 
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Mr. Tuomas. That is a breakdown of the $8,300,000 ? 

Mr. Turrrx. No. That is a breakdown of the $19,7 79,500, which is 
the total performance cost related to stores operations. 

Mr. Tuomas. Your stores operations for running your 11 stores jg 
$5.37 per $100, and your total cost for the front office plus stores oper- 
ations for your 11 stores is $9.76 per $100. So I will repeat, your 
front office costs about as much as to operate the stores themselve es, 

Mr. Bean. No. You have buying, inspection, and substantial other 
operating costs in the $9.76. 

Mr. THomas. That is included in your $5.37? 

Mr. Bran. No. 

Mr. Tuomas. What is included in your $5.57, only your salary 
cost ? : 

Mr. Turpin. No. The $5.37 represents costs per $100 of inven- 
tories for space and facilities at the stores depots, and is based on 
inventories in the depots. 

Mr. Tuomas. All right. On page IIT-55 you have $5,550,000 for 
your personnel for storage and issue. You have $60,000 for travel, 
For all the other objects you have $2,750,000. 

Is this $5.37 per $100 the result of this $8,300,000 ? 

Mr. Towns No, sir. The $8,300,000 is related to a unit cost of 
$4.83. 

Mr. Tuomas. What is the difference between the items $4.83 and 
$5.37 ? 

Mr. Turrtn. The $5.37 covers space and related costs and reflects 
costs per $100 of inventories in storage. The $4.83 covers depot 
operations in that space and reflects costs per $100 of sales. 

Mr. Tuomas. Which figure is based on stores operations, $4.83 or 
$5.37? 

Mr. Turpin. $4.83. 

Mr. Tomas. How do you get the figure of $5.: 

Mr. Turret. The $5.37 is the cost per $100 of inventory for space 
for storing $61.5 millions of inventory. 

Mr. Tuomas. That is rent ? 

Mr. Torri. Rent and cost of utilities and maintenance of the 
warehouses. 

Mr. Tuomas. Where do you get the $9.76 per $100? 

Mr. Turrry. Mr. Chairman, could I refer you to page IT-52? 

Mr. Tuomas. You can do anything you want to. Where do you 
get the figure of $9.76 ? 

Mr. Tourer. That is what I will try to explain. 

Mr. Tuomas. Are you fixing to tell me that $9.76 is an error and 
it is $14? 

Mr. Turprn. No, sir. The $9.76 per $100 of sales includes storage 
and issue cost, which is the $8,300,000. It includes the cost for space, 
utilities, and facilities of $3,305,000. And it includes as well costs 
for buying operations, inspection operations, and administrative 
operations. 

Mr. Tuomas. No; you do not include that here. 

Mr. Turrtn. Yes, sir. 

Mr. Tuomas. Point it out on the green sheet. 

Mr. Tvrrty. In the $9.76 per $100 of business that is all included, | 
Mr. Chairman, as detailed on page II-52. 
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Mr. Tuomas. This is an interesting sentence: “Total sales program 
including stores and nonstores sales.” By “nonstores” you mean direct 
urchases ¢ 
Mr. Bean. Yes. 
BuyIne OPERATIONS 


Mr. Tuomas. Let us take a look at “Buying operations.” We shall 
insert page II—57 in the record at this point. 
(The page follows :) 


9, Buying operations: “Commodities are procured (a) to maintain inventories 
at stores depots to insure availability in advance of sales orders, and (b) for 
direct delivery to agencies. Total procurement for both purposes in 1961 is esti- 
mated at $364.8 million compared to $345 million in 1960 and actual purchases of 
$322.6 million in 1959.” (From the budget for 1961.) 

The unit of measurement is the value of purchase orders issued. 








1959 1960 1961 





(a) Stores items buying pee a okie ee ee $169, 400, 000 | $188,000,000 | $210, 700, 000 


Unit cost per $100...-.-.-.-.....-....-- Lt oe 1. 62 1.51 1. 42 
Performance cost i ee ta i a al 2, 747, 603 2, 834, 300 2, 992, 500 
SRE IOD URINE 5s aken cp cnhscenddbvcstpttepshsenapp emp 153, 200, 000 157, 000, 000 154, 100, 000 
UIE MY I suite awemae | 1.16 1.09 1.08 
Porteeaes Ch oa nd oe ob ccs dbeces 1, 781, 500 1, 711, 000 1, 686, 500 








Titel Hertormanes 0006 i. bi joo ec dtendddidecvtdatea 4, 529, 103 4, 545, 300 4, 679, 000 

Costs include review of specifications, prices, and sources; evaluation of items 
offered by suppliers which differ from specifications; development and issuance 
of invitations for bids; awarding and administering contracts; inventory man- 
agement: and determination of whether merchandise should be supplied from 
stock or by direct delivery. 

The volume of stores items buying depends largely upon the volume of stores 
sales discussed under activity “1(a) Stores operations.” Compared to a 103 
percent increase in total stores stock buying for sales from depots in 1961 over 
1960, the buying of stores items for direct delivery to agencies is expected to 
increase 23.1 percent. 

Procurement for the International Cooperation Administration under their 
foreign aid program, formerly financed by an allocation from the revolving fund 
“Administrative expenses, foreign aid procurements” is provided for the first 
time in this budget under the nonstores portion of this activity, but the amounts 
for 1959 and 1960 include FAP procurement for comparability. Actual procure- 
ment for ICA in 1959 amounted to $30.4 million, with 1960 procurement esti- 
mated at $28.1 million, and $27.5 million estimated for 1961. 

Purchases of nonstores items are expected to decrease by $2.9 million in 1961 
below 1960. This is due to a progressive reduction in purchases of household 
and quarters furniture, and the slight reduction in procurement for ICA. 

Estimated savings resulting from price advantages in procurement of stores 
items amounted to $61 million in 1959 and are estimated at $67.7 million in 1960 
and $75.9 million in 1961. Similar savings resulting from nonstores purchasing 


a $27.8 million in 1959 and will be $28.5 million in 1960 and $28 million in 
1. 


Mr. Toomas. You say: 


Commodities are procured (a) to maintain inventories at stores depots to 
insure availability in advance sales orders, and (b) for direct delivery to agen- 
cies. Total procurement for both purposes in 1961 is estimated at $364.8 mil- 


= compared to $345 million in 1960 and actual purchases of $322.6 million in 
wd. 


uded, | This table does not add anything, does it? 
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Mr. Turrtn. Mr. Chairman, this section and those that follow are 
really further detailed breakdowns and they explain the items that 
appear in the summary table on page I-52. 


ABMINISTRATIVE OPERATIONS 


Mr. Tuomas, We will now look at administrative operations. You 
say : 

Financial, administrative, and legal services, management supervision, and 
legislative and information services to support this program are provided by the 
integrated staff organization of GSA financed by transfers to the administra. 
tive operations fund from funds provided for the respective programs. 

This estimate is based on a projection of 1959 cost reports for administrative 
operations support. 

Each one is a big operating unit and this is the sum total of all? 

Mr. Turret. This is for the “expenses, supply distribution” appro- 
priation, yes, sir; and covers all items financed from this appropria- 
tion. 

Mr. Tuomas. Whereis volume III? 

Mr. Frioere. It may be of interest that among the buildings we 
bought was a warehouse in San Francisco. We were paying about 
$345,000 a year rent for that, which we will not have to pay again. 

Mr. Tuomas. Do you not have one table for all administrative op- 
erations? 

Mr. Turpin. Yes. 

Mr. Tuomas. That isin volume IIT? 

Mr. Turret. Page III-58. 

Mr. Tuomas. Your summary is on pages III-57 and ILI-58? 

Mr. Turpin. Yes. 

Mr. Tuomas. And of course what we have been looking at is the 
individual breakdown, the unit cost for each of the operating appro- 
priations? 

Mr. Turrrn. That is right, sir. 

Mr. Tuomas. We will pass this up for the time being. You sum- 
marize it here. 

Mr. Tourrtn. The dollar amounts are the amounts financed from 
each of the appropriations that we have gone over. 

Mr. Tuomas. What is the total cost this year? 

Mr. Turpin. The total cost for 1961 is $16,100,000. 

Mr. Tuomas. Against $15,345,000 for last year? 

Mr. Turpin. Yes, sir. That is an increase of about $755,000. 

Mr. Tuomas. We will look at the whole thing as a unit when we 
get to it. 

Mr. Turrrn. All right, sir. 
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re | RECORDS ITEMS, GENERAL SERVICES 
at ADMINISTRATION 


WITNESSES 


| HON. FRANKLIN G. FLOETE, ADMINISTRATOR 
ou WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 
WALTER ROBERTSON, JR., ADMINISTRATIVE OFFICER 





























- OPERATING Expenses, NATIONAL ARCHIVES AND ReEcorDs SERVICE 
e@ 
Ta- Program and financing 
tive einies a cnetenenia atin aii 
1959 actual | 1960 estimate | 1961 estimate 
1? Program by activities: | 
1. Records management and centers. _-.-.-.-.- nitanctneaentene $5, 441, 518 $5, 462, 800 $5, 694, 600 
To- 2. Archives and related services_____- neoinilendepddicain  sesuent 2, 820, 660 2, 846, 100 2, 971, 000 
"1a- SIO A anil se haneeonnasekinbined 357, 390 392, 800 394, 400 
4. Administrative operations..............- snc ach Whedoestraioaas 429, 100 468, 800 540, 000 
5. Adjustment of prior year costs... ..........-........-.- FOO Fecce intitle na cdeloompsetget 
I RD BEERS Pie cgiadas cd cineckeaanahbnel 9, 051, 466 9, 170, 500 9, 600, 000 
we 6. Relation of costs to obligations: Obligations incurred 
| for cost of other years (unpaid undelivered orders), 
out Na Aa Nt cciencnigie ema tdi cx cnn Sinai cchaeaiataioaaianipaiettd 27, 537 02004... al, 
Ln, Total program (obligations)...................-..-- 9, 079, 003 9, 176, 800 9, 600, 000 
op- Financing: 
1959 appropriation available in 1958. _....................- i s 
Unobligated balance no longer available_...............-.. 11, 386 |... 
New obligational authority.....................-....... 9, 154, 500 9, 176, 800 9, 600, 000 
———$—————SS §>-$_[{_————— IIE — 
New obligational authority: 
ERRNO, tine dahbdasndenekddétharnbwndehwbhddaknden 8, 082, 500 9, 176, 800 9, 600, 000 
Transferred from— 
“Operating expenses, Public Buildings Service’ (72 
ENE, Dee otidek tadhwdecscetdbansnbtdduacasecotne pies DAME tab bastidecmntslspiancwichenes 
“Operation and maintenance, Army’’ (5 U.S.C. 630e)_ RI liédnntd avait bainadiabionny 
the “Operation and maintenance, Navy”’ (5 U.S.C. 630e). 967, 000, 1. 6. -eeemoce secon codep cece 
pro- Appropriation (adjusted). ............-........--... 9, 154, 500 9, 176, 800 9, 600, 000 
1 Includes capital outlay as follows June 30, 1959, $140,373; 1960, $123,300; 1961, $94,000. 
jum- 
Tom 


1 we | 
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Odject classification 


| 


|} 1959 actual | 1960 estimate 


1961 estimate 


Total number of permanent positions seas . | 1,217 | 1,187 | 1, 209 
Full-time equivalent of all other positions...........- ; 4 3 | 3 
Average number of all employees. .......-..-.-..- ionetmenal 1, 160 | 1, 161 | 1, 199 
Number of employees at end of year__.-..-- : 1,151 | 1, 166 | 1, 192 


Average GS grade and salary-_- 6.3 $5,540 | 6.4 $5,641 | 6.4 $5, 685 


Average salary of ungraded positions __-- ; $4, 546 $4, 5 $4, 634 
01 Personal services: } s 
Permanent positions-- a : $6, 284, O11 $6, 386, 250 $6, 627, 300 
Positions other than permanent 23, 840 10, 000 | 10, 000 
Other personal services. _. ies ata Ss 50, 238 54, 150 | 29, 400 
Total personal services... -- Sikes ; ue 6, 358, 089 6, 450, 400 | 6, 666, 700 
02 Travel - ee ree ; 18, 968 70). 000 70, (MK 
03 Transportation of things ai 49, 907 47, 600 46, 900 
04 Communication services. -_....--- ; 160, 670 180, 500 | 182, 300 
05 Rents and utility services.._.-- ; . ee 669, 831 699, 900 | 725, 000 
06 Printing and reproduction-__--_- a an 82, 610 | 76, 900 | 78, 400 
07 Other contractual services : ce EE 595, 346 | 466, 400 | 570, 500 
Payment to ‘Administrative operations fund’’__. $29, 100 468, 800 540, 000 
Services performed by other agencies_-__- ; 27, 445 25, 000 25, 000 
08 Supplies and materials_-_. n ! ] 144, 400 161, 2 
08 Equipment_.......--- ; i a js ; 26, 338 23, 300 | 24, 000 
10 Lands and structures_.......-.-- ‘ Sdibtihs initialed 59, 262 | 100, 000 | 70, 000 
11 Grants, subsidies, and contributions _- i J 405, 345 411, 800 428, 200 
13 Refunds, awards, and indemnities core 17, 034 9, 800 1, 800 
15 Taxes and assessments 2, 154 2, 000 2,000 
1959 program obligated in 1958.............-._. eel i —64, 111 
Total obligations.......... ee ae miaicdes 9, 079, 003 9, 176, 800 9, 600, 00 


Mr. Yates. We will now take up records management and centers. 
Dr. Grover, do you want to give us a general statement on that? 


GENERAL STATEMENT ON Recorps CENTERS 


Dr. Grover. I would like to give you a few figures on the regional 
records centers which are now serving virtually all agencies of the 
Federal Government. 

We have records from nearly 200 agencies, most of them of national 
scope. The centers are getting records from over 10,000 locations 
throughout the country. We have in the centers about 80,000 series 
of records. The reference rate is running about 2.6 million a year 
or about 10,000 each working day. In other words, these regional 
centers are fairly well established. Their workload is still expanding 
somewhat and we have asked for some increase, particularly to step 
up the disposal in the centers a little bit. 

In the centers now, all told, we have approximately 5 million cubic 
feet of records and about 2 million cubic feet or 40 percent are held 
under 15 years. This includes census records, GAO settled accounts, 
a vast quantity of Internal Revenue Service records, income tax re- 
turns, which occupy nearly 150 miles of shelving. We also have 
customs records. We have about 20 percent that must be held from 
15 to 50 years. These include patent records, and personnel and pay 
records that have to be held for the life of the individual. 

Then there is another 40 percent for which there is no definite 
disposal, claims records of various kinds. They occupy about 75 miles 
of shelving. 

Social security files are piling up in great volume. A]so corporate 
tax returns, immigration and naturalization case files, district court 
records, Indian office records. 
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Mr. Yates. How long do you keep records ? 

Dr. Grover. Each type of record has a different retention period 
onit. Usually most records are destroyed by the agencies that created 
them before they come to the centers. About 3 million cubic feet are 
destroyed each year at the agencies when the retention period is 5 
years or shorter. If the retention period is longer they come to the 
centers. The retention period for income tax returns is 6 years. 
Treasury paid checks, which come off at the rate of 114 million a day 
and are loaded in a truck and taken to our region 3 center, are held 8 
years. 

Mr. Yates. Is 8 years the longest period they are held except for 
records with permanent historical significance ? 

Dr. Grover. No, sir; for example, patent records are held 50 years. 

Mr. Fiorre. What about the bond records in Chicago? 

Dr. Grover. The Bureau of the Public Debt has paid and canceled 
bonds in Chicago and that is one instance where we have never been 
able to agree with the agency. We think there should be a retention 

riod beyond which the canceled bonds should be disposed of. The 
Rreasury Department says if you lose a bond or one is stolen or de- 
stroyed in a fire, you can come back to the Treasury and they will, I 
assume, reissue a bond. So they go back tothe beginning. And since 
World War I you have had the baby bonds, $25 bonds; there are a lot 
of those and we do not think they should be kept forever, but we have 
lost that argument. Mr. Floete keeps bringing it up. 

Mr. Fvoere. It gets me. 

Mr. Yares. Have you completed your general statement ? 

Dr. Grover. Yes. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Yares. We shall put pages II-66—II-68 in the record. 
(The pages follow :) 
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Summary reconciliation of 1961 estimate to 1960 funds 


1960 appropriation in annual act_......--.---_.---_---~-------_. $9, 176, 800 

Increases in 1961: 
Amount included for health benefits fund______________-_-___-__ 66, 600 
Increased workload in regional records centers____________-~_- 186, 700 
Increased workload in archives and related services_._.__.___ 98, 700 
Adjustment in administrative operations costs__..__..__.__.-__-_ 71, 200 
I ig en ee eck 9, 600, 000 


Analysis by activities 


—— 











Activities 1960 ad- Decreases Increases 1961 esti- 
justed mate 

1, Records management and centers............ aii cttatese $227, 7 $5, 694, 600 
9, Archives and related services___....._.___._- EE Blinn neon 122, 700 2, 971, 000 
es GUNNNOOUs 4.5... Sach cai cminateidvncdoehbuh I 1, 600 394, 400 
4, Administrative operations.................- ty eaten 71, 200 540, 000 
ia Ria ae a a ek Lan I Bis atin cas tcens 423, 200 9, 600, 000 
DS sleten tp eeil hls ddim hacen bbb bedeg baka apt hale Sahn dacthslgatetienbh ds. $9, 176, 800 
I scons yc cesp sees epg RM ec ectaeia hte ac a a aes +423, 200 
Tenn ee eee ee ee $9, 600, 000 


GENERAL STATEMENT 


“This appropriation provides for basic operations of the General Services 
Administration which deal with management of the Government’s archives and 
records, including custody and administration of permanent records in the Na- 
tional Archives and other noncurrent records in Federal records centers, assist- 
ance to records management programs of Government agencies, operation of 
Presidential libraries, and filing and publication of Federal laws and regula- 
tions.” (From the budget for 1961.) 

The increase of $423,200 proposed for 1961 is to provide: 

(1) $186,700 for additional workload in regional records centers as shown in 
the following table: 





1959 1960 1961 
actual estimate estimate 
Records administered (millions of cubic feet)_...............-.- 5. 56 5. 7! 6. 20 
Unit cost per cubic foot of records administered..............- $0. 598 $0. 575 $0. 573 
Reference services, number (millioms)..............-...------- 2.6 2.6 =v 











(2) $98,700 for workload increases in the National Archives and Office of the 
Federal Register, and takeover of the Eisenhower Library early in calendar year 
1961. 

(8) $66,600 for contributions to health benefits fund. 

(4) $71,200 for financing administrative operations support more in line with 
actual 1959 costs. 

APPROPRIATION LANGUAGE 


“For necessary expenses in connection with Federal records Management and 
related activities as provided by law, including reimbursement for security guard 
services, and contractual services incident to movement or disposal of records, 
[$9,176,800] $9,600,000.” 


Erplanation of pruposed changc in appropriation language 

World War II records now in custody of NARS include a considerable quantity 
of classified material which requires security guarding in addition to that 
normally provided by the Public Buildings Service. Specific authority to use 
funds from this appropriation to reimburse the buildings management fund for 
this additional guarding service is requested. 
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Mr. Yates. That indicates that the “Operating expenses, National 
Archives and Records Service,” are expected to go up by $423,200 
during the next fiscal year. They will go from $9,176 800 to 
$9,600, 000. 

EMPLOYMENT 


Total average employment will go from 1,161 to 1,190. Is this 
man-years or jobs ¢ 

Dr. Grover. That is man-years, average jobs. 

Mr. Yates. You want 29 new jobs? 

Dr. Grover. Twenty-nine man-years, which actually would be 35 
positions. 

Mr. Yares. Thirty-five jobs. How will they be distributed ? 

Dr. Grover. Sixteen would go to the records centers and 13 to 
the Archives and Federal Register, and 6 positions for the Eisen- 
hower Library on a one-half year basis, which makes 3 _ un-years; 
$66,600 of the dollar increase is for health benefits and $71,200 is for 
administrative operations. 

We have an increase for records management and centers, $186,700; 
and for the Archives and Federal Register, $98,700. 

Mr. Yates. Pages [I-67 and II-68 inserted in the record are very 
interesting because they show how the workload of your agency 
keeps growing. The Government keeps turning out more and more 
papers, does it not? 

Dr. Grover. That is right. 


Recorps MANAGEMENT AND CENTERS 


Mr. Yates. We shall put page [I-69 in the record and page IT-70, 
showing the charts. 
(The pages follow :) 


| Aver npiloyment 
Amount = se a atin 
Department Field Total 
Na $5, 466, 900 43 675 718 
SD cc dix aitibnaainelt a Le aie +227, 700 | eames 15 +15 
EEE seahaweuns guvasteedieanenet i $5, 694, 600 43 690 | 7 


HIGHLIGHT 


“Records of Federal agencies which must be retained for a period of time, but 
are not needed for frequent reference, are brought into and administered in 
Federal records centers serving specified geographical areas. A national cen- 
ter at St. Louis administers records of former civilian employees of the Gov- 
ernment and a locator file for individuals currently employed. In addition to 
civilian agencies already served, the centers now furnish records center facilities 
to the entire Naval Establishment, the Departments of the Army and Air Force 
at the seat of government, and for selected Army and Air Force records through- 
out the world. 
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“The increase in 1961 is to provide for additional workload in regional rec- 
ords centers to meet requirements of other agencies as shown in the following 
table: 





| **1959 actual at | 1960 estimate | 1961 estimate 





| 
5.75 | 
$0. 575 | $0. 8753 














Records admini stered (millions of cubic feet) _...........-..... 5.56 | 5.75 6. 20 
Unit cost per cubic foot of records administered__.........--- $0. 5 5 
Reference services, number (millions) ...................------ 2.6 2.6 2.7” 

| 
(From the budget for 1961.) 

Summary of performance cost 
- 1959 actual 1 | 1900 ex tima e | 1961 estima te 
z ae 
Se MMGeees TOROPGS CONES. . 1-65 Gc ccnsndewccenceusapecveceh 327, 522 $3, 305, 900 | $3, 557. 000 
(6) Civilian personnel records center.....-..............-....-.| 445, 493 1, 431, 000 | 1, 435, 000 
(c) Records management assistance.........- ictodmautipasie’ 610, 549 630, 000 | 632, 600 
(é) Capital outlay. (equipment) .......................-.-.-.--| 111, 745 100, 000 | 70, 000 
TOTAL BESS OF GRUMMAN. ... 4 cbacenccccbucceccuce ial ediaainaedn | 5, , 495, 309 a 5 "466, 900 | 5, 694, 600 














Dr, Grover. As you will see from the chart, the cubic feet of records 
administered are definitely going up, and despite the pay raises we 
have been able to keep the unit costs coming down. It is leveling 
off, as you will see, but we are still trying to reduce the cost as much 
as we can. This is certainly a very economical operation, in my 
opinion. 

In space we are running a ratio of 6 to 1 in savings. 

In sawpunet, some of the agencies are now using open shelving 
and that is reducing the savings some what. The ratio is 12 to 1, as 
compared to 14 to 1 a few years ago. 


In personnel the saving is a minimum of 2 to 1 in the centers. 
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WORKLOAD 


Mr. Yates. We shall put in the record pages II-71 and II-79, 
(The pages follow :) 


JUSTIFICATION 


(a) Regional records centers 





1959 actual | 1960 estimate | 1961 estimate 


Records administered (cubie feet) _-- 
Tn 


t cost - . es SO. 508 N 





Performance cost weacaliponen ae $3, 327, 522 $3, 305, 90t $3, 557, 000 


A eubie foot of records administered is the work unit used to express overall 
workload. This unit includes (1) bringing records into records centers (acces. 
sioning), (2) destroying records in accordance with disposal regulations (dis- 
posal), and (3) answering inquiries based on files in custody (reference). For 
workload purposes, records administered consist of records on hand at begin- 
ning of the year plus accessions, disposals, and other transfers during the year. 





50 wil 191 
Workload data in cubie feet: 
Records in custody beginning of year : 3, 390, 708 4,677, 387 | 
Records accessioned 692, 215 675, 000 
Records disposal. ._- , 404, 977 400, 000 
Records transferred in by DOD_-_____.___- ms 1, 036, 164 | a 
Records transferred out of centers._.._...._- saben i TED vncwsencnewseebienecgmel 
Workload, records administered mie id - al ail 5, 560, 787 5, 752, 387 6, 202, 387 
Reference services, number a a ol A al al a ak al 2, 621, 195 | 2, 625, 000 | 2, 700, 000 


The increased funds requested for 1961 are needed to provide for a sharp 
increase of 150,000 cubic feet of records to be disposed of by regional centers, 
a 38 percent increase over 1960; an increase in accessions from 675,000 cubic 
feet to 700,000 cubic feet, and an increase in reference services from 2.6 million 
to 2.7 million. 

Records center operations curtail, in the agencies they serve, the purchase of 
new filing equipment and the acquisition of additional space. Based on actual 
operations from its inception in 1950 through June 80, 1959, the records center 
program had emptied for reuse (a) 394,994 usable filing cabinets, (0b) 313,789 
usable transfer cases, (c) 771,519 linear feet of shelving, (d) and had cleared 
2,073,000 square feet of office space, and (e) 2,559,000 square feet of storage and 
industrial space. Moreover, the 726 positions required to administer records in 
agency records centers absorbed by this activity have been reduced to 394, a 
46 percent reduction in personnel. Furthermore, the absorption into this activity 
of other major agency accumulations of records have resulted in similar savings, 
averaging about 2 to 1 in personnel. 


(b) Civilian personnel records center 





1959 1469 1961 

er anne a NT ae 530, 365 600, 000 | 600, 000 

Unit cost. eR Le ila elaibaieamdiihed $1.45 $1. 30 | $1.30 

Se NN enn enn ees $769, 029 $780, 000 $780, 000 
Interfiling locator documents, personnel, medical, pay folders, 

and X-rays a ee eee | 92. 074, 734 2. 200, 000 2, 250, 000 

Unit cost__- = ee a ea ie $0. 326 $(). 206 $0. 291 

Performance cost. ...........-. TE Re, aN ee Pe eT $676, 464 $651, 000 | $655, 000 


I Io  ncethnncnenendenimen $1, 445, 493 $1, 431, 000 $1, 435, 000 
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Workload of this subactivity is measured by two work units: (1) number of 
reference services rendered, which is principally providing documents and in- 
formation upon request of other agencies, (2) interfiling personnel, pay, and 
medical folders of separated personnel received from other agencies, and inter- 
filing data on some 2.5 million individuals presently employed by the Government. 


(c) Records management assistance 








| 1959 | 1960 1961 
| ——  cateeaiaes 
} 


Pn OORE OF OUUUIMNBEE. 2 nos cicccenesnsdtsdbbbiek« SIC S6els $610, 549 $630, 000 $632, 600 





More than half of the Government’s records are in agency operating space, 
held as current files available for immediate use. The National Archives and 
Records Service has a steady demand from Federal agencies for technical 
assistance relating to paperwork and record operations. This assistance usually 
is to help develop procedures to reduce the volume ef records being made, or 
establish methods to maintain the files at less cost. The Federal Records Act 
of 1950 directs GSA to provide records management standards and techniques 
that will assist the agencies to discharge their responsibilities under the act. 

Much of this assistance takes the form of surveys. In 1960 surveys are 
being conducted in the Bureau of Customs (decreasing paperwork incidental to 
classification of goods entering U.S. ports) ; Bureau of Veterans Reemployment 
rights (new record-keeping system); Office of Assistant Secretary, Department 
of Labor (new filing manual); Office of Education (improving public inquiry 
service) ; International Cooperation Administration (reducing paperwork proc- 
essing for oversea recruitment) ; Bureau of Old-Age and Survivors’ Insurance 
(new system for administrative files) ; Subcommittee on Shipping Documenta- 
tion, Department of State (streamline form required for vessels to be more like 
those for aircraft) ; Administrative Office of the U.S. Courts (simpler reporting 
for Federal probation system); and National Aeronautics and Space Adminis- 
tration (installing new record system). These are typical of about 33 surveys 
in progress, many of which are in field offices. Similar surveys will be per- 
formed in 1961, with priority given to agencies having the largest or most acute 
problems. 

A Government-wide effort to improve the forms used throughout Federal 
operations was undertaken in 1960. A similar campaign will be undertaken 
in 1961 to improve Government filing operations. 

Improvements in paperwork and record operations as a result of these surveys 
and Government-wide campaigns result not only in man-hour savings in getting 
work done, but in faster service to the public, and better records for adminis- 
trative operations. 


(d) Capital outlay 


| 1959 | 1960 Es 1961 
i ierenaepictnienseensemapeiasionmnengoeninsinemtitatinsiicrastas pintntategmming — a —|— 


I I i hh i a ll acres ind tena le Msaitadiiera iain | $111, 745 | $100, 000 $70, 000 


Shelving on hand in Federal records centers, including the Personnel Records 
Center at St. Louis, at the beginning of fiscal year 1960 provided capacity for 
5,850,000 cubic feet of records. Units being acquired with 1960 funds will 
increase the capacity to 6 million cubic feet, and funds requested for 1961 will 
further increase capacity to about 6,100,000 cubic feet. 

Mr. Yates. Incidentally, have you ever computed the number of 
times you get requests for records you cannot supply because they have 
been destroyed ? 

Dr. Grover. We have not computed it, but it is very few. It would 
not be in the thousands. It might be 10 or 15 over the past few years. 
We are of course very careful about what we destroy. 

Mr. Fiorere. You give 24- hour service ? 


53225—60-—pt. 212 











176 


Dr. Grover. In today and out today, if possible. Immediate service 
if they come to the center. 


NATIONAL ARCHIVES AND RELATED SERVICES 


Mr. Yates. Page II-75 relates to the National Archives. This 
activity deals with the permanently valuable records of the Govern- 
ment that are selected, arranged, cataloged, preserved, and made 
available for use. 

EISENHOWER LIBRARY 


This is the first year the Eisenhower Library will be open / 

Dr. Grover. Yes. It is under construction now at Abilene. 

Mr. Yates. When will it be completed ¢ 

Dr. Grover. I have been pressing to have it completed before Janu. 
ary 20, 1961, so that the papers can move immediately from the White 
House to the library when the new President takes office. 

Mr. Yates. What will go to the library? Will only the papers go 
or the mementos as well ? 

Dr. Grover. The mementos have been going to a museum already 
established. The papers and books will go to the library, and we will 
acquire the personal papers of his associates, many of whom have 
already made commitments to give them to the library. 

Mr. Fioere. Including all the Dulles papers. 

Dr. Grover. Not all of them, but the portion while he was Secretary 
of State; his personal papers. 


CIVIL WAR RECORDS 


Mr. Tuomas. There is some interest in the Civil War records. 
What is the status of that ? 

Dr. Grover. With the money you gave us in 1959 we began a pro- 
gram of microfilming the compiled service records of the Confederate 
veterans in the National Archives, a 3-year program. We have com- 
pleted Georgia, Florida, South Carolina, and Tennessee, and are in 
the process of completing Mississippi and North Carolina. Weshould 
complete the job in 1961. 


SUMMARY JUSTIFICATION DATA 


Mr. Yates. We shall put pages II—75 and II-76 in the record to 
show what they are doing, and page II-77, which shows the workload 
of the Federal Register, and pages II-78 and II-79. 

(The pages follow :) 


Average employment 
Amount 


| 
Department Field | Total 





ie ooo eee ee : _...| $2,848, 300 a ol 414 
DA Soe oS ks eee +122, 7C0 | +14 ; +14 
We? cst et in ot yy DO | 2.971, 000 428 | [ 498 
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HIGHLIGHT 


“The permanently valuable records of the Government are selected, arranged, 
catologed, preserved, and serviced in the Archives of the United States. Related 
services consist of (@) publication of the Federal Register and related compila- 
tions and the ‘United States Statutes at Large,’ (6) preservation and servicing 
of historical materials in presidential libraries, and (c) servicing the National 
Historical Publications Commission. 

“The increase in 1961 is to provide for additional workload in the National 
Archives and the Office of the Federal Register, and to begin operating the 
Pisenhower Library early in calendar year 1961” (from the Budget for 1961). 


Summary of performance cost 











1959 1960 1961 
(eg) National Archives__..........- evabbhtiditaceensehalaentte $2, 359, 586 $2, 350, 500 $2, 430, 000 
* Federal Register_..............- Sadie eideigietacamemasoneeideel 334, 839 320, 600 336, 000 
(c) Presidential libraries_.-........--.-- gavbeiwevegunenamiees 168, 057 177, 200 205, 000 
Tota! cost or estimate. .-.-- wavionitep atyladintmhipbinamges 2, 862, 482 2, 848, 300 2, 971, 000 


ee 





JUSTIFICATION 

{a) National Archives 

Permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and made available for use. The essential workload 


and cost of the program are set forth below, followed by a brief explanation of 
performance : 








| 1959 «=| «(1960 | 1961 
a —— aR peierctrentnaannd cmpetenstinanphapneeines = 
Performance and cost: | 
(1) Appraisal and selection: | 
NN | 7,472 | 7, 500 
<< Lf” eas sciiaienceceteaitan enamel $128, 260 $128) 000 | $125, 000 
(2) Preservation: | 
Items flattened SE RR Le ee eee ee | 563, 982 | 600, 000 | 700, 000 
Items laminated a a ala ee sii acl iaentassieiieal 63, 390 | 70, 000 80, 000 
I sist nceacieinqshiieinioigaribininieineneel 1, 630, 000 | 1, 500, 000 | 1, 600, 000 
CE oo cease $292, 433 $290, 000 | $305, 000 
(3) Arrangement and finding aids: | 
Items arranged.............. scpiiptindicaiapig i imaiemiatte lites | 610, 969 | 850,000 | 900, 000 
I il 29, 912 28, 000 32, 000 
Cost or estimate _-..........-- isichaaheniisaia italia: | $695, 055 | $682, 700 | $710, 000 
(4) Reference and reproduction: | 
Number of reference services _.-..- weer ieivedidivestnite | 507, 655 | 515, 000 | 550, 000 
Number of reproduction units. ...........-..-.--. |} 11,958,000 | 12,000,000 | 13, 000, 000 
OP a Ee ee } $1,179,231 $1, 182, 800 | $1, 220, 000 


45) National Historical Publications Commission (not | 
susceptible to work unit)..........................| $64, 607 $70, 000 | $70, 000 


2, 359, 586 





Total performance cost $2, 350, 500 2, 430, 000 
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The request for 1961 provides for 10 positions over 1960 to cover workload 
increases resulting from— 

(1) Transfer of the records of the U.S. Supreme Court, 1789-1909, includ- 
ing those of the Office of the Chief Clerk and the Marshal; 

(2) Need to eliminate a serious backlog of work in the identification, 
arrangement, and description of still picture holdings (3 million pictures) ; 

(3) Increase in reference, reproduction, and finding aid work on records 
relating to the Civil War. 

The National Archives program for 1961 is set forth below : 

(1) Appraisal and selection.—Appraisal and selection of records to be acces- 
sioned and to be disposed of will be continued in 1961 at the 1960 rate. Emphasis 
will continue to be given to appraisal of archival material held in agencies with 
a view to planning future accessions to the National Archives and to the 
appraisal of material transferred with records centers taken over by GSA from 
the Department of Defense. 
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(2) Preservation.—Besides continuing the program for repairing and micro. 
filming records already in the National Archives, provision is made for the care. 
ful rehabilitation of many documents of the Supreme Court that were badly 
damaged by fire in 1898 and that have otherwise fallen into a state of disrepair. 

(3) Arrangement and finding aids.—The normal workload of bringing under 
control records in the National Archives by putting them in better order and 
preparing guides, inventories, and other necessary finding aids has been increased 
by (a) acquisition of the Supreme Court records, which are of exceptional valye 
and which should be arranged and described as rapidly as possible in order to 
supply the needs of historians currently engaged in preparing a multivolume 
history of the Supreme Court ; (b) the necessity, in the face of a growing demand, 
for overcoming a backlog in the arrangement of still picture holdings and in the 
preparation of efficient finding aids for their use 

(4) Reference and reproduction.—The project of filming the compiled service 
records of Confederate soldiers will continue as in 1959 and 1960. In addition 
to this, the demand for reference and reproduction service is expected to increase 
as it has over the years. An increased demand is especially to be noted ag a 
result of the growing interest in Civil War studies stimulated by the Civil War 
Centennial Commission. 

(5) National Historical Publications Commission—The NHPC encourages, 
cooperates with, and gives limited assistance to organizations outside the Goy- 
ernment now preparing for publication the papers of early American leaders, 
such as Benjamin Franklin, John and John Quincy Adams, James Madison, 
Alexander Hamilton, and Thomas Jefferson. These organizations are financed 
by private grants. 

The Commission also compiles an annual bibliography of “Writings on Amer- 
ican History” and general guides to archives and manuscripts in the United 
States. . Its program is based on the report “A National Program for the Publi. 
eation of Historical Documents,” which has been endorsed by both the President 
and the Congress (S. Con. Res. 31, 85th Cong.). 


(b) Federal Register 


The daily Federal Register, the annual supplemerts to the Code of Federal 
Regulations, the annual U.S. Government Organization Manual, the daily slip 
laws, the annual U.S. Statutes at Large, and the annual compilation of Presi- 
dential messages and papers are published within fixed deadlines. These are 
continuous services. Backlogs cannot be permitted in the publication of current 
laws or current regulations having the force of law. 











| 
1959 1960 | 1961 
Performance cost_....- See sux ete leeid tate f $334, 839 $320, 600 | $336, 000 
Workload data: | ! 
Number of pages prepared for publication ; 40, 226 40, 400 | 43, 100 
Agency representatives receiving technica! assistance 198 690 | 1, 900 
Information services-_-............--. 18, 725 19, 000 | 20, 000 
Publications (pages): | 
Federal Register ‘ Saws ‘ 11, 504 12, 500 12, 30 
Code of Federal Regulations ‘ i | 20, 656 21. 000 | 22, 000 
U.S. Government Organization Manual_...... 791 800 800 
Slip Laws....._- 2, 964 | 1, 800 | 2, 900 
U.S. Statutes i I ti a ei 2, 099 | 2,000 | 2, 100 
Presidential messages and papers ----- seit chews ie 2, 212 2, 300 | 2, 800 
| “ deena open amare eat 
Total number of pages. .......--...----- s 10, 226 | 10, 400 | 43, 100 


See 


An increase of three positions in the Federal Register in 1961 is required for 
two new services: (1) To initiate the conversion of selected portions of the 
Code of Federal Regulations to photo-offset printing; and (2) conduct of a pro 
gram of technical assistance for agencies submitting documents to the Federal 
Register for publication. 

The modernization of the process for printing the code will result in overall 
production economies, greater accuracy, and in quicker publication of the codi- 
fied administrative rules having the force of law. In this process editors, pre- 
paring camera copy, are substituted for printers and proofreaders handling 
conventional type. 
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The program of technical assistance to submitting agencies is undertaken to 
improve agency compliance with the publication and public information require 
ments of the Federal Register Act and the Administrative Procedures Act. The 
desirability of improvement is in three areas: (a) more complete coverage by the 
published rules; (b) greater clarity and preciseness in drafting the rules; and 
(¢c) a more uniform end product for the public, which has been brought out in 
recent years by the President’s Conference on Administrative Procedure, the 
Hoover Commission, the various bar associations, and in such bills as S. 600, 
§, 1070, S. 186, and Senate Resolution 61 of the 86th Congress. 

The present program of assistance will correct deficiencies principally in these 
areas. It will also effect direct savings in agency printing by stimulating use 
of Federal Register facilities. 


(c) Presidential libraries 


Manuscripts, books, prints, films, and other historical materials received from 
former Presidents Franklin D. Roosevelt, Harry S. Truman, and Dwight D. 
Risenhower, or acquired from their contemporaries, are cataloged, preserved, 
and serviced at the respective libraries. 











1959 1960 | 1961 
| 
—— — - —- — sa 1 —|——$_____—— 
RRR en OE ee ee Smears $87, 347 $29, 500 | $90, 000 
I ee 80, 710 87, 700 88, 200 
PO? LARGE «sc nnnscckidoscubatibcitioundadbhbud ddkttptnttslouttihncidaplichonduacne rons 26, 800 
 tiiaiematpenineniiing secant imncitieelinainsiniemenntactarnieeae Aeiiinadieattiamiaa 
a nl A | 168, 057 177, 200 205, 000 





Roosevelt Library.—Holdings now include more than 18.6 million pages of 
manuscripts, 29,400 volumes, 40,870 other printed items, 69,300 still pictures, 
and 19,000 museum objects. Cataloging, arranging, and classifying the backlog 
of unprocessed items is being carried on slowly. In 1961 about 5 percent of the 
backlog will be eliminated, the same rate as in 1959 and 1960. It is estimated 
that reference services will approximate 1,000 replies to written inquiries, 5,000 
items furnished to searchers, and reproduction of some 14,000 pages of manu- 
scripts and photographs. 

Truman Library.—Holdings now include more than 5.5 million pages of manu- 
scripts, 17,700 volumes, 11,500 other printed items, 5,300 museum objects, and 
4300 still pictures. In 1961, as in 1960, the program for the identification and 
segregation of restricted material will be emphasized, and projects continued for 
the arrangement, cataloging, and classification of the manuscripts and other 
materials. 

Risenhower Library.—It is anticipated that construction of the Eisenhower 
Library will be completed not later than January 1961, and that GSA will take 
over operation of the Library as soon as it is completed. The funds requested 
to begin operations are for a small professional archival staff and related costs 
during the last part of the year. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$2,486,700 provides for 447 permanent positions 
(428 average employment) all of which are considered as departmental regard- 
less of field location of presidential libraries. Distribution of positions by sub- 
activities follows : 


1959 1960 1961 





Permanent] Average | Permanent] Average | Permanent] Average 




















¢) National Archives_-.-_...-.- 352 337.5 355 344 365 352 
() Federal Register_......_-. 47 46.0 48 46 51 49 
(c) Presidential Libraries . ...- 25 23.5 25 24 31 27 





a eae 424 | 407.0 | 428 | 414 | 447 428 
t 1 
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Other objects.—$484,300, of which $75,000 is for contractual microfilming of 
Confederate military service records and captured German records of World 
War II. 

The remainder of $409,300, or 13.8 percent of total estimate, includes: 

(1) $6,500. for 283 travel days at $23 per day. 

(2) $600 transportation and $42,500 communications. 

(3) $30,000 for printing Territorial papers and archival finding aids, ang 
$6,700 other printing. 

(4) $30,000 for security guarding; and $71,700 other contractual services, 
including $24,000 for contribution to health benefits fund, $10,600 health room 
services, $7,100 employee insurance, and $2,500 security clearances. 

(5) $42,000 supplies and materials for preservation and reproduction activities, 
and $10,000 office supplies. 

(6) $160,000 contribution to retirement fund. 

(7) $6,000 equipment, $2,800 incentive awards, and $500 FICA costs. 

Mr. Tuomas. You have 50 people working on the Federal Register 
alone ? 

Dr. Grover. Forty-eight. 

Mr. Yates. Where does that appear? 

Mr. Tuomas. At the bottom of page II-78. 


INCREASED EMPLOYMENT REQUESTED 


Mr. Yates. Do you have a statement on that, Dr. Grover? 

Dr. Grover. For the National Archives itself we would like to 
have about 10 additional positions. The justification is this: In the 
last 2 years our reference service in connection with the Civil War 
Centennial has almost doubled. In addition to the National Com- 
mission on the Civil War Centennial, there are 40 State commis- 
sions, and since we have the records of both the Union and Con- 
federate Governments, they depend on us. We feel we need some 
additional help there. We have taken over in the last year and a 
half the last important body of records of any Federal agency that 
remained outside our custody, and that is the records of the Supreme 
Court beginniny in 1789 to 1909. The Supreme Court is transferring 
them to us now on a 50-year basis. Of course, we have the records 
of Congress. The Supreme Court records are extremely important. 
There is a considerable use of them at the present time, a semiofficial 
use, by a group writing a history of the Supreme Court. That is 
the Oliver Wendell Holmes Devise Committee. And some of the 
earlier records, about 100 cubic feet, were badly damaged in the 
Capitol Building fire in 1898. A good deal of repair work has to 
be done on them, plus arrangement. 


STILL PICTURE COLLECTION 


The third activity we think needs a little beefing up is our still 
picture section. We have over 3 million still pictures. We have 
one of the best collections in the United States. 

Mr. Yates. Going how far back ? 

Dr. Grover. They go back to the Brady collection of the Civil 
War. We have over 6,000 glass plate negatives and each plate is 
worth $2,000 or $3,000, and they are very much used. There is an 
increasing use of them. It is a beautiful collection. Then they come 
up to the Spanish-American War, and World War I. We have over 
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100,000 still pictures relating to the development of aviation alone 
and they are not too well indexed or cataloged and the reference serv- 
ice on them is very time consuming as a result. We feel we should 
put some people in that section to arrange and catalog them. 


ELIMINATION OF CRITICISM OF FEDERAL REGISTER 


The only other increase is in the Federal Register office where, 
under a new Director, Mr. Eberhart, we have been trying to meet 
some of the criticism of the Federal Register activity which has 
been made by the American Bar Association and other legal groups. 

That criticism ties in with the criticism of the whole quasi-legis- 
lative and judicial activity. There is some legislation in Congress 
dealing with it. But the criticism so far as we are concerned in 
the Feder: al Register activity is that the agencies are not publishing 
their regulations fully and we are not getting them out soon enough. 
So to meet those two criticisms we have embarked, not on a large 
program but on a small program, to work with the agencies in seein 
that they develop rules as they sroperly should be developed and as 
fully as they should be jevelat We are also introducing for some 
volumes of the code a photo offset. process that enables us to get them 
out quicker. 

Mr. Yates. This will take care of the criticism, do you think? 

Dr. Grover. I think so. 

Mr. Tuomas. Doctor, what is the number of copies of the Federal 
Register printed ? 

Dr. Grover. I can give you the number. There are 7,000 paid 
subscriptions to the Federal Register and 7,000 official distribution; 
14,000 copies are published. 

Mr. Yates. What is the total cost of the Register annually? 

Dr. Grover. About $250,000 to us. That “does not include the 
GPO printing cost. 

Mr. Tuomas. How often is it printed ? 

Dr. Grover. Five days a week. 

Mr. Tuomas. What part is the compilation cost. of the total cost? 

Dr. Grover. We do not budget for the printing cost. That is 
budgeted in the GPO. 

Mr. Tuomas. And 14,000 copies are printed ? 

Dr. Grover. Yes. 

Mr. Toomas. And half of them go to Government agencies ? 

Dr. Grover. Yes; and half are sold at $15 per year as a subscrip- 
tion price. 

Mr. Tomas. What part of the 7,000 that go to Government agen- 
cles are used? Who are your users, your using agencies? Do you 
havea breakdown of the distribution ? 

Dr. Grover. The distribution is set forth under regulations of the 
Senitice, but I do not have them with me. Every agency gets a 

y. Every Member of Congress gets four copies. 

ite Tuomas. Your cost would be just the s same if they printed 
100,000 or 10,000 copies? The compilation cost is the same ? 

Dr. Grover. That is right. 
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ADMINISTRATIVE OPERATIONS 


Mr. Yares. We shall insert page II-83 in the record, showing the 
administrative operations and we will insert page II-85, showing 
other objects. " 

(The pages referred to follow :) 


HIGHLIGHT 


Financial, administrative, and legal services, management supervision, re 
gional direction, and legislative and information services to support this pro- 
gram are provided by the integrated staff organization of GSA financed by 
transfers to the administrative operations fund from funds provided for the re 
spective programs. 

This estimate is based on a projection of 1959 cost reports for administrative 
operations support, adjusted for changes in the operating program as follows: 


{Dollars in millions] 








1959 ! 1960 | 1961 
—_— Pianeta per err tr - . aneaie 
Total performance cost._............-.-.- a $9. 27 $9.18 $9. 60 
RS Nettie nitrite tintin senaioiten 56 47 4 
Ratio of administrative operations to total costs (percent) ... -| 6. 04 5.12 63 





The increase in the ratio from 5.12 percent in 1960 to 5.63 percent in 1961 
partially corrects underfinancing from this source, apparent by comparison of 
the 1960 ratio to actual 1959 performance. 


1959 1960 1961 
s | ; 
y Estimate 


Distribution of cost by subactivity: 


(a) Financial services.........-..- a eg salen $197, 176 $165, 800 | $185, 000 

(6) Administrative services..........--- } 321, 188 270, 000 320, 000 

(c) Legal services__............-- aaa bene aietetlncs beni 13, 792 12, 000 | 13, 000 

(d) Legislative and information services_................-- 13, 152 12, OO 13, 000 

(e) Management supervision....-- = . an s 10, 662 9, 000 9, 000 

TOR ES OF GONE... icicle biden <iccdcadcdeksance 555, 970 468, 800 | 540, 000 

Estimated man-vyear equivalent_.........-.........-. Tee 76. 4 | 64.4 | 72.0 
Workload for selected functions: | 

Financial services: | 

Employees payrolled__..............-- ‘ So 1, 198 1, 199 1, 2 

Vouchers processed (thousands 6.7 6.7 7.0 

Accounting documents processed...............do 8.9 9.0 9.4 

Atedite pestormed: Tmterwel onic hdd hh ce cen } 10 10 | 10 
Administrative services: | 

Personnel, employees serviced _.................-...- 1, 198 1, 199 | 1, 2238 

Compliance investigations.__...................... 19 20 | 20 


_ —_ - — eee 


SUMMARY STATEMENT ON “OTHER OBJECTS” FOR 1961 


Although amounts for obligations by objects are explained in justifications 
of each activity, objects other than personal services are summarized below. 
Of the $9,600,000 for 1961, $6,666,700 is for personal services and $2,933,300 for 
other objects. 

02 Travel, $70,000.—$63,500 for approximately 2,761 travel days mainly to 
administer records management and records centers programs throughout the 
Nation; $6,500 for approximately 283 travel days for archives and related 
services. 

03 Transportation of things, $46,900.—Mainly for transportation of acces- 
sioned records to records centers. 

04 Communication services, $182,300.—$88,400 for postage fees and $93,900 
for normal telephone and teletype services. 

05 Rents and utility services, $725,000.—For rental and utility costs of space 
occupied by records centers, reimbursable to BM fund. 
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06 Printing and reproduction, $78,400.—$30,000 for printing territorial papers 
and archival finding aids; $28,400 for reproducing regulations, manuals, forms 
and labels; and $20,000 for printing records management guides and technical 
material. 

07 Other contractual services, $570,500.—$310,000 for maintenance and. re- 
lated costs of records center space, reimbursable to the BM fund; $83,900 for mo- 
tor pool services, employee group insurance, equipment repairs, erection of 
shelving, and miscellaneous services; $75,000 for contractual microfilming of 
Confederate military service records and captured German records of World 
War II; $35,000 for contractual services from FSS and PBS, including security 
guarding, and BM work orders; and $66,600 contribution to health benefits fund. 

07 Payment to administrative operations fund, $540,000—For administrative 
operations necessary to support this program, including related travel and con- 
tributions to the health and retirement funds. 

07 Services performed by other agencies, $25,000.—For health room services, 
personnel security clearances, and miscellaneous services. 

08 Supplies and materials, $161,200.—$100,300 for records center program 
supplies including cardboard containers for replacement purposes, forms, labels, 
etc.; $32,000 for film and chemical supplies for preservation and reproduction 
functions; and $28,900 for miscellaneous operating requirements and normal 
administrative supplies and materials. 

09 Equipment, $24,000.—$18,000 for records center equipment such as skids, 
dollies and ladders; $3,000 for replacement equipment for preservation and 
reproduction functions ; and, $3,000 for replacement of office items. 

10 Lands and structures, $70,000.—Capital investment for steel shelving 
to house records accessioned by records centers in 1961. 

11 Grants, subsidies, and contributions, $428,200.—For direct contribution 
to the retirement fund pursuant to Public Law 854, approved July 31, 1956. 

18 Refunds, awards, and indemnities, $9,800.—For employee awards under 
the incentive awards program. 

15 Tagves and assessments, $2,000.—For employer’s FICA costs. 
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AFTERNOON SESSION 
Wepnespay, Fresruary 10, 1960, 


TRANSPORTATION AND UTILITY ITEMS, GENERAL 
SERVICES ADMINISTRATION 


WITNESSES 


SAMUEL J. SCOTT, COMMISSIONER, TRANSPORTATION AND PUBLIC 
UTILITIES 

F. W. DENNISTON, ASSISTANT COMMISSIONER, PUBLIC UTILITIES 
AND REPRESENTATION 

T. A. KENNEDY, ASSISTANT COMMISSIONER, TRANSPORTATION 


OrperRATING ExpensEs, TRANSPORTATION AND Pusiic UTitiries Service 


Program and financing 





1959 actual | 1960 estimate | | 1961 estimate 





| 
Program by activities: 





Rh. Deemenortation services. . .. 2. .ceccec-.20---n<e — $1,350,725 | $1,383,303 $1, 655, 800 
2. Public utilities management-.--..  aecseeues ; 173, 956 | 230, 832 | 228, 200 
DU veS ONNeNE on on cet es ic ewn ene eeerrs | 110, 833 | 136, 881 135, 200 
4. Administrative operations-_-._....-.--..--------.-------} 307, 700 306, 000 380, 000 
5. Adjustment of prior year costs-_---..--- rambrewenenwenel 1, 784 # | ce canieatees aa 
Total program costs !___. Ue 2h Sk Scent dle 1, 944, 998 | 2, 057, 016 | 2, 399, 200 
6. Relation of costs to obliges ations: | 
Costs financed from obligations of other years | | 
(unpaid undelivered orders), net (—)--.-- Se — 25, 016 
Obligations incurred for costs of other years (unp: aid | | 
undelivered orders), (net) _- pomigimipunauaiioleeseaancl 29, 614 |_- | R00 
Total program (obligations).............- anil 1, 974, 612 | 2, 032, 000 | 2, 400, 000 
Financing: | | | 
Comparative transfers from (—) other accounts_-_.----.-~- | — 28, 448 — 32, 000 
Unobligated balance no longer available. _............-..- | 49, 636 | ilies A insane accel 
Appropriation (new obligational authority). ........-.- -| 1, 995, 800 | 2, 000, 000 2, 400, 000 


| | 





1 Includes capital outlay as follows: June 30, 1959, $1',810; 1960, $32,062; 1961, $6,200, 
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Object classification 
































| | 
1959 actual | 1960 estimate | 1961 estimate 
| 
i, Total number of permanent positions__.................------ 209 209 246 
Full-time equivalent of all other positions..................--- 4 2 1 
Average number of all employees. ...........-......-.-.-.---- 197 205 242 
} Number of employees at end of year. .--.-...-..-..-.------.-- 196 } 209 247 
REE OND GENE CI oo caswencenuvaiactemeshuieniomes 18.5 $6, 925 8.6 $7,080 | 8.3 $6, 948 
01 Personal services: Rei WE = ee 
[C Permanent positions.........-.....---------.--------- $1, 336,078 | $1, 436, 700 $1, 670, 000 
Positions other than permanent--___--- sinivepaeidincaldeital 46, 252 29, 700 26, 000 
SPEEe NOE BET kc obanteccewacascentccetcaccen 12, 528 11,000 6, 400 
ES Pacers ren erent mpmeadianendprescnnifpeemnetceny iamanarenenssistiniinaeiindibiadtiats 
Total personal services..............-..- Se 1, 394, 858 1, 477, 400 1, 702, 400 
TO cncosae dike Seated tenes hcl etic incidents eet. lens 28, 764 36, 800 50, 000 
a pemeorention OF GIO... .. ..ncccocaveusecessuc ee 2, 236 6, 900 3, 000 
OIE NIT secatneninpepsmnmsitonsnsinapetieienearonns 31, 448 32, 900 38, 600 
ie. PMCID GIG TORTOGIONION.. «ona 6 cq ccopesscienscuedcerenuws 20, 173 23, 900 28, 200 
i, | AoaedOe COUMEPROUUIRL SOP VIONR, «. «3-00 cecn nn cece icnwenenssans 28, 316 18, 100 43, 200 
CE Payment to “‘Administrative operations fund’’_._..___-- 307, 700 306, 000 380, 000 
Services performed by other agencies_............-..--.- 4,72 6, 800 6, 800 
08 Supplies and materials_...._. I cri tact 22, 969 22, 200 26, 900 
09 Equipment-_-_. pate gnabiaa a Dui ceoek aaa oaaae 30, 740 | 3, 400 6, 200 
11 Grants, subsidies, and contributions_................---.. 86, 107 | 94, 100 108, 900 
7 18’ Refunds, awards, and indemnities__..........---- Semin 15, 480 2, 800 5, 000 
ste ee MIRON aces sntrasicndwuensdspuscaenncail 1,097 | 700 800 
— | Total obligations................... aN see, SO 1,974,612 | 2,032, 000 2, 400, 000 
en — 
200 rr TT ° . “se 
2) Mr. Tuomas. We will take a look at the “Transportation and utili- 
“ ties” item. 
» JUSTIFICATION OF THE ESTIMATES 
Insert pages II-86, II-87, and II-88 in the record at this point. 
ai (The pages referred to follows :) 
800 
000 
000 
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Summary reconciliation of 1961 estimate to 1960 funds 


1960 appropriation: in: Gnnnatlact_. fo Slee sn lt $2, 000, 000 
Comparative transfer from “Strategic and critical materials”_._____ 32, 000 
Comparative financing from “Foreign aid procurement”___________- 325, 200 
Teen en Tn eee eee eee ne nee aap chssensomipiaeiminaiebone 2, 357, 200 
Increases in 1961: 
Additional workload in “Transportation operational 
I et So rt ee err ae Oe ae eee ee $5, 300 
Amount included for health benefits fund___._._________~_ 3, 500 
Administrative operations adjustment in line with 1959 
ai chic: cesta inten Batak aceasta an biadba ae Dieting Bins cnuntinsindntoteiaaes 24, 000 
42, 800 
206) ontimate noi ice as rte eee 2, 400, 000 


Analysis by activities 


Activities |1960adjusted| Increases | 1961 estimate 


} 


| 
| 
“| 
1. Transportation services Se $1, 639, 700 | $16, 900 $1, 656, 608 


2. Public utilities management________. ail te a | 227, 000 | 1, 200 228, 200 
cmgtebnebiee fo: ft uct ao. he aay Sees 134, 500 700 135, 200 
A Dm EISEPOLIVS GDOTOSIONN. «... . cc cncnwnccucndbvecutepmnencsoe 356, 000 24, 000 380, 000 

i alte a sialic eta en inie asi ait il ih i ates 2, 357, 200 42, 800 2, 400, 000 


1960 appropriation 


Beg CS ee ae a rn ee $2, 000, 000 
Adjustments 


lin Aan ps Sabre cle daveb eb tied arent Moiese +357, 200 


Comparative 
Change 


Ra ree 2, 357, 200 


acd a a a +42, 800 
1961 estimate 


GENERAL STATEMENT 


“This appropriation provides for improving management of transportation 
and public utility services in civilian agencies, protecting the Government’s in- 
terests in cases before regulatory bodies, and furnishing services to civilan 
agencies in these specialized fields.” (From the budget for 1961.) 

Activities include: (a) Determination of the scope, complexity, and elements 
of agency transportation, and programing for their solution; (6) negotiations 
with carriers and utility companies for lowest reasonable rates; (c) participation 
before regulatory bodies, including rate proceedings involving communications 
common carriers supplying services to the Department of Defense for its Semi- 
automatic Ground Environment System (SAGE); and (d) furnishing rates, 
routing, informational assistance, and service to civilian agencies, including 
services accessorial thereto. 

A nominal increase of $42,800 is requested for 1961, including $13,500 for em- 
ployees health benefits and $24,000 for administrative operations adjustment in 
line with 1959 costs. 

Estimate provides direct financing here of (a) transportation services relating 
to the ICA procurement program, which through 1960 were financed from the 
revolving fund “Administrative expenses, foreign aid procurements,” and (b) 
services performed in connection with the 8S. & C.M. stockpile and national indus- 
trial equipment reserve programs financed in 1960 from the S. & C.M. appropria- 
tion. For purposes of comparability, these costs are included in 1959 and 1960 
obligation schedules. 

Economies in civilian agency traffic activities totaling $16.9 million were 
achieved in GSA’s freight traffic management program in 1959. It is anticipated 
that a similar level of economies will be realized in 1960 and 1961. 

As a result of GSA’s partiicpation in pending rate proceedings before the 
Federal Communications Commission relating to the SAGE program, FCO 
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directed an interim reduction of 15 percent in rates for telephone grade private 
line services. The annual savings from this and related actions are estimated 
to save the Government $15,385,000 per year in a program which involves a 10-year 
commitment. 

APPROPRIATION LANGUAGE 


“For necessary expenses of transportation and public utilities management 
and related activities, as provided by law, including services as authorized by 
section 15 of the Act of August 2, 1946 (5 U.S.C. 55a), at rates not to exceed 
$75 per diem for individuals [, $2,000,000]: and note to exceed $100 for the pur- 
chase of newspapers and periodicals ; $2,400,000.” 

Mr. Tuomas. You want $2,400,000 this year against $2,357,200 last 
year. 

Your agency is broken down into transportation services, public 
utilities management, service direction, and administrative operations, 


EMPLOYMENT 


It looks like your service direction is a little topheavy with 12 people. 
You are seeking an increase in positions this year of about 10; is that 
correct ? 

Mr. Scorr. No, sir: an increase of only two positions, overall. 

Mr. Toomas. What is your present ceiling ? 

Mr. Scorr. 280 including positions financed from reimbursements. 
We are asking for two additional positions in 1961. 

Mr. THomas. How many vacancies did you have January 1? 

Mr. Scorr. We had 27 vacancies as of January 1 due to decentraliza- 
tion. We have all of them under active recruitment right now. Soon 
there will be no vacancies. 

Mr. Tuomas. What do you mean by active recruitment? You either 
have them or you do not. 

Mr. Scorr. Although recruited, their reporting dates for duty are 
deferred. One spec ‘ialist has given notice at his agency when he j 1s 
leaving. Our personnel recruitments are being processed through the 
normal procedure. 

INCREASE IN FUNDS 


Mr. Tromas. You are seeking an increase of $42,800 over last year. 
That brings you to a total of $2,400,000. 

Your increases are as follows: $16,900 for transportation services, 
$1,200 public utilities management, $700 in service direction, and 
$24,000 in administrative operations. Mr. Turpin is asking for 
$24,000. 

Mr. Turrrn. Actually, we are just asking for a program increase of 
$5,300. 

Now, with regard to the other part out of that $42,800, $13,500 is 
for the health benefits fund and $24,000 is the AO adjustment. 

Mr. Tuomas. What do you mean by AO? 

Mr. Tvrrtn. Administrative operations which covers all staff activi- 
ties. The $24,000 is broken down for financial services, $2,000 in- 
crease; administrative services, a $1,500 increase; legal services, the 
General Counsel’s Office, $18,500; and in our legislative and informa- 
tion service, $2,000 additional. That makes up the $24,000. 

Mr. Tuomas. That isstill money. 
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You say : 


This appropriation provides for improving management of transportation and 
public utility services in civilian agencies, protecting the Government’s interests 
jn cases before regulatory bodies, and furnishing services to civilian agencies 
in these specialized fields. 

By “civilian agencies” do you mean Federal Government agencies? 

Mr. Scorr. Yes, sir. 


MILITARY DEPARTMENT EXEMPTED 


Mr. Tuomas. Are the military excluded ? 

Mr. Scorr. The military have exempted themselves from our statute 
with respect to transportation. 

Mr. Tuomas. They have their own transportation setup ? 

Mr. Scorr. Yes, sir. 


ECONOMIES IN FREIGHT TRAFFIC 


Mr. Tuomas. You say in your justifications: 


Economies in civilian agency traffic activities totaling $16.9 million were 
achieved in GSA’s freight traffic management program in 1959. 

Is this $16.9 million for all agencies ? 

Mr. Scorr. The $16.9 million is the difference in the published tariff 
rate and the negotiated rate multiplied by the tonnage. 

Mr. Tuomas. Can you give us a breakdown of the $16.9 million? 

Mr. Scorr. About 85 percent of that was achieved through nego- 
tiations. Changes in classification ratings and consolidations, for 
example, account for about 5.4 percent. 


TRANSPORTATION SERVICES 


Mr. Tuomas. Let us get to your transportation services and we shall 
insert pages II-89, 90, and 91 in the record at this point, and half of 
he green sheet on page 92. 

(The pages referred to follow :) 


A ve e employment 
Amount = ee 
Dey riment Field Total 
1980 ft sda ts Fo $1, 639, 700 91. 2 | 115.9 207.1 
Change... - Sette pede eee apa anil +16, 900 | —2 3 | +4 6 | +2.3 
1961 ay I eet 88.9 | 120.5 | 209. 4 


HIGHLIGHT 


“Plans and procedures for improving transportation practices of civilian agen- 
ties are developed; reasonable rates are negotiated with carriers; interests of 
the Government in cases before regulatory bodies are protected; and rates, 
routing, and related services are supplied to civilian agencies” (from the budget 
for 1961). 
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Transportation services are performed through three subactivities as follows: 


Summary of performance cost 











l l ‘jn 
1959 1960 | 1961 
— a ‘ainda —_-—_—____ |} 
(a) Traffic management and program analysis - -- Og $258, 150 $266, 000 $267, 400 
(b) Negotiations, litigation, and procurement participation. | 351, 670 | 345, 300 347, 600 
a den emmel 998, 737 | 1, 028, 400 | 1, 041, 600 
a ee - } ~enaautiiaiedlite. 
II Rn a 1, 608, 557 1, 639, 700 | 1, 656, 600 
1 ' 
JUSTIFICATION 
(a) Traffic management and program analysis 
ea i — a ee — ee Se | sas = —_ — j —— 
| 1959 1960 | 1961 
Performance (in mMan-years)-_............- SE a ape eet at S 23 | 24 | 24 
aN ON cis ici ccncecomcsescnthin sbi Uishcahdlntnpetienin chan tselniehonsesaene dl _ $11, 224 | $11, 083 | $il, 142 
I NR ei ae $258, 150 | $266, 000 $267, 400 
| 





As a result of a study of the programs and operations of civilian agencies, 
the program of transportation assistance initiated in 1960 will require increased 
coverage. During 1960, working directly with civilian agency personnel, the 
staff will assist in developing, installing, and applying sound traffic management 
policies, procedures, and practices. Program assistance and evaluations will 
be developed in 1961 as a guide to agencies in assuring that their policies, pro 
cedures, and operations are in consonance with sound traffic management 
standards. 

Based on operational experience and studies of the needs of agency traffic 
activities, the development of technical handbooks and guides governing pro- 
curement and use of transportation and traffic management services in civilian 
agencies will be strongly emphasized. For example, paralleling the issuance by 
GAO of the new Government bill of lading on November 1, a technical handbook, 
entitled “How To Prepare and Process U.S. Government Bills of Lading,” was 
published and distributed governmentwide in November 1959. 

Technical publications and handbooks beneficial in producing economies and 
increased efficiency are scheduled for release during 1960 and 1961. A technical 
handbook, entitled “Loss and Damage—Causes and Prevention,” and a compre 
hensive manual for guiding traffic operational responsibilities of GSA will be 
completed. Other necessary technical publications, such as “Transportation 
Aspects of Site Selection,” “Accessorial Services,” and “Classification, Rates and 
Charges,” are being planned, since these matters have large-scale impact on 
agency freight bills. 

Audiovisual aids outlining various technical and administrative services avail- 
able from TPUS covering the best methods of handling operational and traffic 
management aspects of programs will be developed during 1960 and 1961. 

The appraisal of the character and caliber of service rendered by TPUS to 
civilian agencies and the development of appropriate recommendations further- 
ing high level service standards will be actively continued. This will include 
conducting extensive appraisals and analyses of transportation assistance pro- 
vided by TPUS regional offices. 

No increase in staffing is requested for this activity in 1961. 


(b) Negotiations, litigation, and procurement pariicipation 











] | 
1959 o | 1960 1961 
italiane le inicingpagnameanecanaetiaataecenangts ai al tiieitiiamatnatineedlicia 
Performance (in man-years) _............-------.-.---- ae 39. 6 | 2 
EEE EER EE EE | $8, 881 | $8, 422 $8, 478 
I hc ammiebenl | $351, 670 $345, 300 $347, 000 
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The major statutory responsibility in the executive branch for representation 
hefore regulatory bodies was vested in GSA to protect the interests of the Govern- 
ment as auser. Since this area includes rate analyses and participation in such 
proceedings aside from other attendant necessary litigation, there exists in this 
field a large potential for producing savings in transportation costs. 

Bconomies amounting to an estimated $16.9 million were achieved under GSA’s 
freight traffic management program during fiscal year 1959. Of this amount, 
approximately 85 percent resulted from direct negotiations with carriers, carrier 
committees of associations, for adjustments in applicable rates, charges, and 
services. 

During 1959, TPUS initiated protests to carrier committees in 17 recent cases 
involving proposed tariff changes and participated in 29 major rate case proceed- 
ings before Federal and State regulatory bodies. 

The staffing for 1961 will be continued at its present level for (1) coverage of 
freight rate negotiations with carriers and carriers’ committees, (2) furnishing 
contracting officers with assistance and technical advice concerning the trans- 
portation aspects of procurement or sale of supplies and materials and related 
services, including stockpile commodities, and (3) representations before regula- 
tory bodies, and the collateral increase in the required cost and rate analyses. 


(c) Operational services 











1959 1960 1961 
ene _ —_——~ - eel ences eee 
Service items... .- bawks : seb 236, 546 245, 000 253, 000 
Unit cost ........--- : a aeeeaaoee $4. 22 | $4. 20 $4. 12 
Performance cost eal  nemuunecaiadaine | $998, 737 $1, 028, 400 $1, 041, 600 


Plans for 1961 provide for coverage of traffic activities in GSA’s programs, 
and assistance with necessary operational services as required by customer 
agencies in their assigned programs. 

Service items include routing orders; negotiations for adjustments in rates, 
dassification, transit privileges and accessorial charges; contracts negotiated 
for inland, ocean, or air transportation and related services; shipping instruc- 
tions ; and processing of loss and damage claims. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffiing.—$1,406,900 provides for 214 positions, an in- 
Tease Of 2 positions over 1960, distributed as follows: 


1959 1960 1961 
—-——-- 
Dept, | Field | Total | Dept. | Field | Total | Dept. | Field | Total 
bites) . wari 
«) Traffic management 
and program analvsis.| 23 . ies aaa 2 2: idenesene, | 

») Negotiations, litigation | 











i } | { 
and procurement par- | | } 
ticipation i © ok . 40 | 42 . --} 42 42 Bak ang 42 
) Operational services 67 | 85 152 | 2 | 119 146 25 |. 12 148 
Total positions 130 | 85 | 215 93 | 119 212 9 | 123 |. 214 
Average employment “+ 126.7) 76.9) 203.6) 91.2) 1159) 207.1 88.9 | 120.5 209. 4 
| | | | 





Other objects.—$249,700, or 15.1 percent of total estimate, includes: 
(1) $40,000 travel, including $37,000 for 1,609 travel days at $23 and $3,000 
for dependents’ travel due to further decentralization of traffic operations. 


(2) $3,000 transportation of household and personal effects in connection with 
leeentralization of traffic operations. 
(3) $29,000 communication services, 


(4) $18,100 printing and reproduction. 


53225—60—pt. 2——_13 
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(5) $42,000 contractual services, including $18,000 for ICA freight forward. 
ing contracts and $11,700 for contribution to health benefits fund. 

(6) $16,300 supplies, including transcripts of hearings. 

(7) $91,400 contribution to retirement fund. 

(8) $5,500 equipment; $4,00 incentive awards; and $400 FICA costs. 


Activity Data SHEET 


Classification by objects 





| Actual, 1959 | Program, 1960| Request, 196] 


a 





| 
} 


Personal services: | | 


SIE o cncegaspine sane pewiin foul . $872, 188 $654, 900 | $637, 000 
eI tehaniastenun ie — 485, 785 738, 500 769, 0%) 

01 Total personal services.......--. | 1,357,973 | 1,393,400 | 1, 406.999 
Other Objects: ve 
02 Travel_- d 24, 624 31, 400 | 40,000 

03 Transportation of things 2 027 19. 800 | 3 OK 

04 Communication services 27,815 29, COO | 29, (0K 


05 Rents and utility services 





06 Printing and reproduction 17, 600 18, 100 
07 Other contractual services 35, 500 42, 000 
08 Supplies and materials 13, 500 16, 300 
09 Equipment 5, 900 5, 500 
10 Lands and structures 
11 Grants, subsidies, contributions : 85, 645 90, 660 | 91, 40 
13 Refunds, awards, indemnities | 5, 735 2, 600 4.0% 
15~ Taxes and assessments | 769 400 400 
Total other objects... ss 5 | 250, 584 246, 300 249, 704 
Total obligations__..--- | 1, 608, 557 1, 639, 700 1, 656, 600 
Position data: | 
Average salary, all positions - - -- | $6, 596 $6, 677 | $6, 691 
Average grade, GS positions. - | 8.0 8.1 Rl 





EMPLOYMENT 


Mr. Tuomas. I have marked up here “Transportation services seem 
to be a little top heavy.” You had $1,639,700 and you want to go to 
$1,656,600. 

Do you not want 229 rather than 209 in your transportation divi- 
sion out of your 280? That is 229, is it not ? 

Mr. Turrr. 209. Actually, the positions are 214 for this item 
against the average employment of 209. That appears on page 
II-91. 

Mr. Tuomas. This is broken down into “Traffic management and 
program analysis,” $266,000 in 1960, going to $267,400. How many of 
your jobs are tied up there ? 

Mr. Scorr. Twenty-four. That appears on page II-91. 

Mr. Tuomas. And “Negotiations, litigation, and procurement par- 
ticipation” is 42? 

Mr. Scorr. That is correct, Mr. Chairman. 

Mr. Tuomas. “Operational services,” 148. That gives you a total 
of positions of 214. 


CASES INVOLVING TARIFF CHANGES 


What is the nature of the 17 recent cases involving proposed tarif 
changes? Was that before the ICC ? 
Mr. Scorr. Of the 17 we had 10 before the carrier commissions— 
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Mr. Tuomas. How do you contact the Commission, write them a 
Jetter ? , 

Mr. Scorr. Quite frequently the initial contact is made by letter 
or after it has come to our attention through a docket watch or search, 
or an issuance of appropriate notice; then we may appear before them 
in person. : 

Mr. Tuomas. You had 29 major rate case proceedings before Fed- 
eral and State regulatory bodies. Do you mean that you appeared 
before the ICC ? 

Mr. Scorr. Of the 29, we had 22 appearances before the ICC, 4 be- 
fore the Federal Maritime Board, 2 before the Civil Aeronautics 
Board, and 1 before a State commission. 

Mr. Tuomas. What was the nature of your cases before the ICC ? 
Were you appearing before the CAB ¢ 

Mr. Denniston. Yes, sir; in connection with a general investigation 
of air passenger fares by that Board. 

Mr. Tuomas. What was the length of time that you appeared before 
the Board on that case? 

Mr. Denniston. The proceeding has extended over a period of a 
year. The case is still pending. 

" Mr. Tuomas. You people did not stay there a year? 

Mr. Denniston. Do you mean the time consumed at the hearing ? 

Mr. Tuomas. Yes. 

Mr. Denniston. It would be imposisble to give you that now. We 
can supply the information in terms of man-hours. 

Mr. Tuomas. What is your best guess? Did you have one or two 
men listening in ? 

Mr. Denniston. I would say one man spent a good portion of 6 
months there. 

Mr. Tuomas. What was the position of the General Services Admin- 
istration in the rate increase? Were you for it or against it? 

Mr. Denniston. The proceedings started with the CAB proposing 
areduction. We were supporting the Board’s position in that respect. 

Mr. Tuomas. In the general rate case that you referred to? 

Mr. Denniston. Yes. During the course of the proceedings the 
carriers came in with requests for rate increases. The Board granted 
certain of those increases. 

Mr. Tuomas. The best offense is a good defense. 

Mr. Denniston. Yes. Itso proved. 

Certain increases were permitted. The case is still pending, but 
in the meantime there have been certain actions taken by the Board 
indicating that there is a trend now toward reducing rather than 
increasing them in order to attract traffic. 

Mr. Tuomas. You did not institute the proceedings, the Board did it 
on its own motion ? 

Mr. Denniston. Yes. 

Mr. Tromas. And you were over there supporting the Board’s 
position ? 

Mr. Denniston. Yes. 

Mr. Tuomas. What were your other cases before the ICC? 

Mr. Denniston. They included a variety of cases. One involved 
the question of port differentials between the various North Atlantic 
ports and the rates to inland points. 


aw 
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Another one was on the limitation of the liability of carriers for 
goods they transport, the Release Rates case. 

Mr, Tuomas. What was the position of the General Services Admin- 
istration before the ICC on the Water Rate case? 

Mr. Denniston. We have taken a position in favor of the equaliza- 
tion of these rates. 

Mr. THomas. Equalization? Do you want to do away with the 
natural advantage that a port has? You are fixing to cost the tax- 
payers a lot of money. 

Mr. Denniston. This involves only the rail portion of the rate and 
does not affect the advantages inherent in the port because of its 
geographical location. It involves only the rail movement to the 
inland points. 

Mr. Tomas. Are you going to increase that rate 

Mr. Denniston. The carriers were proposing to do away with cer- 
tain differentials that had applied in the past. 

Mr, Tuomas, And increase their rates? 

Mr. Denniston. No, sir. It was in terms of a reduction. We were 
supporting that position. Would you care for other cases ? 


ECONOMICS DUE TO FREIGIIT RATE REDUCTIONS 


Mr. Tuomas. I would like to know how you arrived at that $16.9 
million. 

Mr. Scorr. The $16.9 million savings was on freight rate reductions 
in the cost of transportation, mainly through negotiations. 

Mr. Tuomas. Break down your $16.9 million. 

Mr. Scorr, As mentioned, 85 percent was through negotiation. On 
GSA traffic alone it totaled about $5.8 million in reductions in trans- 
portation charges in servicing shipments of Federal Supply Service 
and Defense Materials Service, For Federal Supply Service there 
was about $3.5 million saved on their shipments, and about $2 million 
on the DMS activities. 

Mr. Tromas. How many people do you have working on this! 

Mr. Scorr. We have 42 people in negotiations and litigation. 

Mr. Tomas. What could 42 people do in negotiating ? T hey would 
be negotiating with each other. 

Mr. Scorr. In negotiations, litigation, and procurement participa- 
tion, for instance in the Contract Administration Branch of our 
service, we assist DMS in a review of their contracts. 


OPERATIONAL SERVICES 


Mr. Tuomas. What is this “Operational services’, 148 people? 
What are their duties? 

Mr. Scorr. They perform the actual details of traffic services, issu- 
ing shipping instructions, handling routings and rate analyses, for 
example, of the inland, ocean, and air freight transportation. 

Mr. Tuomas. Is this unit of 148 people taking care of all of your 
shipping problems for the entire GSA, or do you have separate units 
other than your own who do the day-to-day billing and so forth? 

Mr. Scorr. The 148 includes personnel i in the central office and in the 
10 regional offices who engage in the day-to-day operations of trans- 
portation. 
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Mr. ‘Tuomas. Which one of their units inside the GSA gives you 
the most business ? 

Mr. Scorr. The Federal Supply Service and Defense Materials 
Service have the largest amounts. 

Mr. Tuomas. And that is all freight business ? 

Mr. Scorr. Yes. 

Mr. Tuomas. How many of these people are working on travel 
youchers and so forth, or do you have anything like that? 

Mr. Scorr. We handle only freight traffic. 

Mr. Tuomas. You do not get mixed up in travel ? 

Mr. Scorr. No. 

Mr. Fvoere. $6 million of the savings was on shipments for the 
Mint—nickels, dimes, dollars, and gold. 

Mr. Tuomas. You got your rates reduced from what to what ? 

Mr. Scorr. It depends. Sometimes there were rather large ship- 
ments from Denver to Philadelphia, Denver into New York; and then 
again from Denver to the various Federal Reserve bank regions. 

“Mr. Frorre. There was a large shipment of silver from India. 


NEGOTIATIONS, LITIGATION, AND PROCUREMENT PARTICIPATION 


Mr. THomas. You say: 


The staffing for 1961 will be continued at its present level for (1) coverage of 
freight rates and negotiations with carriers and carriers’ committees. 

How many people do you have doing that work? 

Mr. Scorr. That is the 42 we have in “Negotiations, litigation, and 
procurement partic P vation.” They may he preparing exhibits or 
testimony for use before a regulatory body. 

Mr. Toomas. Could you not dispense with about half of your per- 
sonnel load there ? 

Next you say: 

Furnishing contracting officers with assistance and technical advice concerning 
the transportation aspects of procurement or sale of supplies and materials and 
related services, including stockpile commodities. 

How many people do you have doing that? 

Mr. Scorr. We have six in that group. 

Mr. Tuomas. uP they give that service to everybody outside the 
General Services, or just Gene re Ser vices ? 

Mr. Scorr. They do work for GSA programs of DMS and the Fed- 
eral Supply Service. 

Mr. Prconcad. You say 


Representations before regulatory bodies, and the collateral 


increase in the 
required cost and rate analyses, 


How many people do you have on that ? 

Mr. Scorr. Seventeen. 

Mr. THomAs. Are these the 17 that handled 42 cases last year and 
made appearances before the ICC and the CAB ? , 

Mr. Scorr. Yes, sir. 

Mr. Tuomas. That is hardly three cases per man per year. 

Mr. Kennepy. Mr. Chairman, it is the unique nature of these pro- 


ceedings, as you understand, that they frequently extend over 18 
months, involvi ing reams of evidence and analyses. 











196 


Mr. Tuomas. You do not attend one-hundredth of the time. 

Mr. Kennepy. May we take for a moment the analysis of the ex- 
hibits. If there are 500 parties involved by appearances in a case, 
and each files an exception or a brief or a complaint, we have ‘> 
analyze such submissions. You have to have somebody do it because 
some points are not always raised by the Government agencies; they 

may be raised by industrial users, as well as Government agencies, 
It is the analysis of this in relation to our position that I speak of 
here. 

Mr. Tuomas. You are not taking care of anybody’s interest except 
the Government’s interest. 

Mr. Kennepy. In order to protect that interest we have to read the 
pleadings of everyone in the case. 

Mr. Denniston. At the present time we are in the midst of a 
case——— 

Mr. Tuomas. He would have a lot of time to do a lot of reading— 
three cases per year. 

Mr. Scorr. Additionally, he would be preparing GSA exhibits. 

Mr. Tuomas. We read in here a lot of pages. 


RATES ON CEMENT 


Mr. Denniston. At the request of the Bureau of Reclamation we 
are presenting a case to the ICC on cement rates in the western part 
of the United States. We have working on that case a group of 
approximately 6 people a large part of their time for the past 2 years. 
The assembly and preparation of a case of this type is very highly 
technical and requires a tremendous amount of research and compila- 
tion of data. 

Mr. Scorr. And you have your clerical help typing and assembling 
this material for submission as testimony or exhibits. 

Mr. Tuomas. Do you get any help out of the Federal Trade Com- 
mission and the Department of Justice? 

Mr. Denniston. No, sir. 

Mr. Jonas. What is so unique about cement which would make it 
so different from any other commodity ? 

Mr. Denniston. That is a part of our contention. The basic scale 
of rates was established by the ICC in 1918 and has not been changed 
since that time. The rate structure is completely out of date and was 
the basis of the complaint to us by the Bureau of Reclamation over 
their shipment of cement, and that is the situation that we are trying 
to rectify. 

Mr. Jonas. The Bureau of Reclamation asked you to intervene and 
represent them in the case before the ICC? 

Mr. Denniston. Asked us to get the rates corrected. 

Mr. Jonas. What isall of the research that you have to do? 

Mr. Denniston. The compilation of rate histories, the analysis of 
the charges. The railroads now make rates which vary all over the 
place, depending on whether there is competition in existence or not, 
and the assembly of the economic and other data that have to be 
submitted in a case of this type is a very large undertaking. 

Mr. Fioerr. It is largely in connection with the Government dams 
that they are building out there. 
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Mr. Denniston. It involves huge quantities of cement. 

Mr. Yates. What happened to the case ¢ 

Mr. Denniston. It is still pending. 

The initial hearing has been held, and there is a session to be held 
within approximately 1 month for the cross-examination of the Gov- 
ernment’s witnesses, 


OTHER EXPENSES FOR TRANSPORTATION SERVICES 


Mr. Tuomas. Do you have a compiled table of your other objects? 
For this particular service, transportation, you have $40,000 in travel, 
$3,000 for transportation of household goods. 

Mr. Fiorrr. $31,400 for travel last year and for transportation of 
things, $19,800, and most of that would be household goods. 

Mr. Tuomas. You have $3,000 this year. Would that. mean that 
you were recruiting a whole lot last year ? 

' Mr. Scorr. This year we have had to transfer quite a lot of work 
and 26 people to our regional offices. 

Mr. Tuomas. $29,000 for communication services. 

Mr. Turrin. Thesame amount last year. 

Mr. Tuomas. How do you break that $29,000 down between stamps, 
telephone, and telegraph ? 

Mr. Turpin. We do not have a breakdown in that detail here. We 
would have to supply it for the record. 

Mr. Tuomas. It is not secret, is it? 

Mr. Turrrn. No, sir. We just do not have it available with us here. 

Mr. Tuomas. This is a pretty good place to have it, is it not? 

Mr. Turrrn. Yes, sir. 


PUBLICATION OF INSTRUCTIONAL MATERIAL 


Mr. Tuomas. $18,100 for printing and reproduction. 

Mr. Scorr. That would be for instructional transportation guides. 

Mr. Tuomas. What was it last year? 

Mr. Friorre. $17,600. 

Mr. Tuomas. What is the nature of your pamphlets and your 
guides ? 

Mr. Scorr. This fiscal year we just issued in November “How to 
Prepare and Process a Government Bill of Lading,” working coopera- 
tively with the General Accounting Office since they have recently 
revised the Government bill of lading. Then we issued this instruc- 
tion guide for people who would be working and preparing Govern- 
ment bills of lading—the clerical personnel and the shipping person- 
nel. It gives detailed instructions as to how to prepare a bill of lading 
so that the necessary information will be there. 

Mr. Tuomas. I thought that you people were the experts. The 
General Accounting Office only have about a thousand people over 
there doing kindred work. 

Mr. Frorere. They check all bills of lading after they are paid. 

Mr. Kennepy. The process of filling out the bills of lading is left 


to the procurement officers in some agencies and to the transportation 
officers in others. 
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Mr. Tuomas. The General Accounting Office, before this ageney 
came into existence, was over there in the business of auditing all the 
waybills and writing general rules and regulations to the y Various 
shippers in Government service. 

Mr. Kennepy. There was no comparable processing preparation 
material, or manual available prior to the issuance of this. This is a 
necessity since 24,000 bills of lading are executed every day in Govern. 
ment. 

Mr. Tuomas. Why is this a recurring item? Why do you have to 
print the same thing every year? 

Mr. Scorr. It is a recurring cost. We plan to publish instructions 
covering a new traffic subject each year or so. 

Mr. Tomas. You had $17,600 last year. 

Mr. Scorr. Last year we had a guide outlining common shipping 
faults. We have ready for the printer and are just finishing the 
graphics on a similar guide for instructional purposes on “Loss and 
Damage, Cause and Prevention.” We are continuing work on our 
technical transportation manual. We have the first three chapters 
ready. When finished, there will be 15 chapters which will be issued 
in bound form. Weare issuing them a chapter at a time. 

Mr. THomas. Could you not save that $18,000 this year without 
hurting your program? 

Mr. Scorr: Mr. Chairman, this represents work where the guides 
reflect the techniques and procedures im handling transportation. We 
have saved $16.9 million, and this is getting out information to other 
civihan agencies that will help them hs unite their own transportation. 
We feel sure they will obtain comparable, or proportionate economies 
by applying these same principles. 

Mr. Tuomas. I thought that you had 42 people appearing before 
the committees and that they are the people that saved the $16.9 mil- 
lion. Who saved the $16.9 million ? 

Mr. Scorr. We have 48 employees in our operation doing the nego- 
tiation on “spot” movements. 


SERVICES FOR LCA PROGRAM 


Mr. Tuomas. You have $42,000 in here for contractual services. 
What do you mean by “$18,000 for ICA freight-forwarding 
contracts” ? 

Mr. Scorr. For the ICA we are handling, as their : , transporta- 
tion on the items that are shipped out, either stores items from the 
Federal Supply Service, or nonstores items. 

Mr. THomas. What is the ICA ? 

Mr. Scorr. The International Cooperation Administration. 

Mr. Tuomas. This is an item that has heretofore been carried in 
our own budget. 

Mr. Scorr. Yes, sir. They reimburse us for the work done. That 
is the arrangement. 

Mr. THomas. You are carrying this as an appropriation item for 
this year. 

Mr. Scorr. Yes, to be appropriated directly to TPUS. 

Mr. Tuomas. And heretofore it has been a reimbursable item ? 

Mr. Scorr. Yes, sir. 
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Mr. Tuomas. The contribution to the retirement fund is a fixed 
amount. You have $11,700 for contributions to the health benefits 
fund. 

What is your equipment item of $5,500? 

Mr. Scorr. That is office furniture or office machines. 


INCENTIVE AWARDS 


Mr. Tuomas. I see that you have $4,000 here for incentive awards. 
To whom do you give that ? 

Mr. Scorr. The award i is given to individual employees. 

Mr. Tuomas. How many awards? Is that not a rather heavy 
figure? 

Mr. Scorr. No, sir, not in comparison with other Services. 

Mr. Tuomas. How many awards did you make and what was the 
amount of each award / 

Mr. Scorr. It varies each year. Do you mean for the fiscal year 
1959? Wecan supply that for the record. 

Mr. Tuomas. What did you do in 1960? Is that a recurring item? 

Mr. Scorr. It is a recurring item, but awards for 1960 will not be 
made until this spring. 

Mr. THoomas. What was it last year ? 

Mr. Scorr. $5,735 in 1959, 

Mr. Tuomas. How many awards? 

Mr. Turrin. They usually average about $200 apiece in GSA, 

Mr. Tuomas. To whom do the awards go? To the upper grades 
or the lower grades, or do the grades have anything to do with it? 

Mr. Ccorr. It is pretty well distributed amongst the different 
grades. Some of it goes to the clerical personnel, the lower grades, 
and some to the higher grades. 

Mr. THomas. How many awards? 

Mr. Kennepy. It varies between 15 and 25 awards a. year of jap- 
proximately $200 an award. 

Mr. Tomas. One out of every 10 of your employees in this divi- 
sion got an award last year. One out of every nine to be exact. 

Mr. Kennepy. Yes, sir. 

Mr. Tuomas. You do not have a combined table for your other 
objects. 

Mr. Turrix. We have a combined table for other objects for this 
entire appropriation item, page I1-100, the last green sheet in the 


book. 
TRANSPORTATION RELATIONS WITH DEPARTMENT OF DEFENSE 


Mr. Jonas. Do you do any work in the field of transportation for 
the Department of Defense / 

Mr. Scorr. They have their own transportation people. 

Mr. Jonas. They do not consult with you, and you do not consult 
with their transportation people ? 

Mr. Scorr. We do in a way. We discuss our common objectives. 

Mr. Jonas. Take, for example, these pamphlets. Do they not dupli- 
cate this work exactly ? 
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Mr. Scorr. This is a good example here, in “How to Prepare and 
Process U.S. Government Bills of Lading.” Since this has been issued, 
within the last month the Air Force wrote us a letter asking authority 
to reproduce it, and put it in their manual. 

Mr. Jonas. They have a manual of their own that contains similar 
information but not identical informat ion; is that not right, and they 
liked yours better than theirs? 

Mr. Kennepy. They never touched on preparation of Government 
bills of lading. 

Mr. Jonas. Neither branch of the Department of Defense ? 

Mr. Kennepy. No, sir, not in the particulars that this addresses it- 
self to. 

Mr. Jonas. How do all of their transportation officers handle the 
shipping of goods? I have seen their manuals. You should not tell 
me that they do not have any manuals? 

Mr. Kennepy. They have manuals, but not on these particular 
subjects. 

Mr. Scorr. I assume, sir, whenever the Air Force came over with 
a letter asking for authority to reproduce this in their manual, they 
would use it. 

Mr. Jonas. And you gave them permission ? 

Mr. Scorr. Yes. 

Mr. Jonas. Aside from that cooperation you do not do any work 
for them ? 

Mr. Scorr. We do not handle any of their traffic. We are in liaison 
with them as to practices and procedures. 


Pusuic Urmirres MANAGEMENT 


Mr. Tuomas. We will take up “Public utilities management” and 
we shall insert pages II-93, 94 ay 95 in the record at this point. 
(The pages referred to follow : 


A ver I ovment 
Amount 
| 
Depart t Field rota 
1960___- ‘ $227, 000 20.3 2.3 
2 a ai oe +1, 200 
a a cetiae as a, 228, 200 20.3 | 20.3 


HIGHLIGHT 


“As a central management function for all agencies, rate and economic studies 
are made, contracts negotiated, and the Government’s interests as a user or con- 
sumer of utility services protected by participation in rate negotiations and 
litigations. Representation is also provided in rate proceedings involving 
communications common carriers relating to the semiautomatic ground environ- 
ment system (SAGE) for early defense warning (50 U.S.C.A. 491)” (from the 
budget for 1961). 

Operational workload of this activity is increasing due to (a) the additional 
number of special and unusual arrangements for services referred by other 
agencies, and (b) continued applications and requests to Federal and State 
regulatory bodies by the various public utilities for changes in rate structures, 
whereupon GSA, under its statutory duty, may intervene and participate in the 
proceedings in order to protect the interests of the Government as a consumer. 

Included under this activity for 1961 is the former activity for SAGE program 
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participation providing representation in rate proceedings involving communica- 
tions common carriers relating to the semiautomatic ground environment sys- 
tem (SAGE) for early defense warning, under section 303 of Public Law 968, 
approved August 3, 1956. The SAGB facilities involve construction of over $1 
pillion and eventual annual communication costs of about $125 million primarily 
covering leased lines for private line communication services. In pending pro- 
ceedings before the Federal Communications Commission, a substantial re- 
duction in charges has already been obtained through GSA’s efforts. Other 
related FCC proceedings are still pending, and proceedings in this matter before 
numerous State regulatory bodies are anticipated. These actions should lead 
to further substantial savings. 

Increased emphasis will be placed in 1961 on assisting other agencies with 
their special and varied problems requiring gas, electric, water, and related 
public utility services. 

Summary of performance cost 











1959 1960 | 1961 

ithe, sell D eli acess iacic ‘ pkad shila Ainslie 
(a) Public utilities management. _........................-.- $37, 763 | $40, 100 | $40, 300 
(6) Negotiations and litigation. hae é hedokat } 140, 396 | 134, 200 | 134, 900 
ic) Communications management { 52, 700 | 53, 000 
Total cost or estimate : — 178, 159 227, 000 | 228, 200 


JUSTIFICATION 


(a) Public utilities management 


1959 1960) 1961 
Performance in Man-vears ... 3.8 $0 4.0 
Average cost ‘ $9, 938 $10, 025 $10, 075 


Performance cost 2 $37, 763 $40, 100 | $40, 300 


Performance is not susceptible to work unit measurement by years, as work 
units started during one year are not necessarily completed during that year. 
This is particularly true of participation in regulatory proceedings which may 
overlap 2 or more years. 

During 1961 studies and surveys will be made to assist executive agencies in 
their public utility programs, including methods of contracting, amounts and 
characteristics of required services, and the appropriateness of rate structures. 
Such information will permit analysis of basic economic and statistical data 
for use in proceedings before regulatory bodies, and as aids to developing ways 
to improve utility procurement and utilization practices throughout the Govy- 
ernment. 

(b) Negotiations and litigation 


1959 1960 1961 
a aan 4 : ae. ete aeiae 
| 
Performance in man-years.........-- dipgiaatieponiakbaarn 11.6 11.3 | 11.3 
Average cost pete tg Oe ret. es oe cot bates. adel $12, 103 $11, 876 $11, 938 
eased = eehontmeeaee 
Performance cost. _...-..-..------ ee eee ee $140, 396 | $134, 200 | $134, 900 


This activity will continue at the same level as during 1960. Principal con- 
centration will be on new areawide electric and gas contracts in service areas 
including cities of 100,000 population or more where major Government opera- 
tions are located. 

There has been an increase in the number of special and unusual requirements 
for service by executive agencies. It is now necessary, in view of the increasing 
special problem areas referred, that they must be treated in a category other 
than services involved in handling our areawide contracts. 
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The litigation program in 1961 will be conducted at an increased level of 
activity including the proceedings relating to SAGE, There are indications of 
an inereased workload in the regulatory proceedings in the communications 
field. During 1959, GSA participated in 17 major utility or communication 
cases of which 6 cases related to the SAGE system. At the end of 1959, 14 rate 
eases were pending and 3 had been completed during the year. SAGE pro- 
ceedings are still pending in 6 cases. 


(c) Communications management 


1959 1960 1961 


Performance (in man-years = 5.0 | 5.0 
Average cost____._--- ee ; ; $10, 540 | $10, 600 
Performance cost —— a $52, 700 $53, 000 


Studies on Government-wide communications problems initiated in 1960 will 
require continued analysis through 1961. The results achieved will present for 
the first time a Government-wide approach to such problems and will permit 
broader development of utility contracting methods, and will result in obtaining 
communication services on a more economical basis. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and staffing.—$164,500 for 20 positions (all departmental), 
and $26,000 for 5 consultants and/or expert witnesses at not to exceed $75 per 
day. 


1959 | 190 1961 
(a) Public utilities management 5.0 1.0 4.0 
(b) Negotiations and litigation_- 12.0 11.0 11.0 
(c) Communications management . . 5. 0 5.0 
Total positions... nl ' : 17.0 20.0 20.0 
Average employment PENA. 15.4 20.3 20.3 


Other objects.—$37,700, or 16.5 percent of total estimate, includes: 

(1) $5,000 for 218 travel days at $23. 

(2) $2,300 communications ; $3,100 printing. 

(3) $5,600 contractual services, including $1,128 for contribution to health 
benefits fund. 

(4) $10,700 contribution to retirement fund: $9,700 supplies, including tran- 
seripts of hearings. 

(5) $300 equipment; $600 incentive awards; $400 FICA costs. 

Mr. Tuomas. In 1960 you had $227,000 and you want to increase 
that to $228,200. You have how many people / 

Mr. Denniston. 21. 

Mr. Tuomas. Your table here breaks down your costs for’ 1961— 
“Public utilities management,” $40,300 ; “Negotiations and litigation, 
$134,900; and “Communications management,” $53,000. 


SAGE SYSTEM PARTICIPATION BY GSA 
You say: 
During 1959 GSA participated in 17 major utility or communications cases 
of which 6 cases related to the SAGE system. 
That was before the Federal Communications Commission ? 
Mr. Scorr. Yes. 
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Mr. Tuomas. And it is 85 percent over ¢ 

Mr. Scorr. It is not 85 percent over. 

Mr. Denniston. One phase of the case is approaching the end of 
the proceedings by the filing of briefs, but the case is far from deter- 
mination as yet. 

Mr. Tuomas. It, is in the hands of the Commission and the advo- 
cates have done about all that they can do. 

Mr. Dennisron. Yes, in that phase of the case. 

Mr. THomas. Would you not say that about 85 percent of your 
workload is over ? 

Mr. Denniston. No, sir; for this reason: As an adjunct to the 
Federal Communications Commission case is the fact that there are 
many questions coming up before the State regulatory bodies involv- 
ing the same type of rates, but under separate jurisdictions. <Ac- 
tually, the workload is increasing. We have been able to handle this 
other case, the FCC ease, right here in Washington. It did not in- 
volve much in the way of travel. It was a single case. However, 
there are matters now pending in the States of Maine, California, 
Washington, and several other States, and that is gomg to increase. 
That involves, in terms of workload, considerably more work in pro- 
portion to the size of the case involved. 

And let me add a further point: Even with respect to the Federal 
Communications Commission case, there are a number of related 
issues that have arisen regarding the interpretation of tariffs and so 
forth. 

Mr. Tuomas. Put your finger on something definite now that this 
division of 20 people accomplished this year, or the last 18 months, 
or since you have been in existence. 

Mr. Denniston. As you may recall, Jast year we reported to you 
with respect to this proceeding before the FCC in which GSA had 
sought, and the Commission had granted, a 15 percent reduction in 
the telephone grade of private line services. The military, as you 
know—or the Air Force, rather—estimated that by the time SAGE 
is completed 

Mr. Tomas. That is what prompted me to say that 85 percent of 
your work is over. 

Mr. Denniston. Mr. Chairman, this ease is continuing. There 
are involved in it related proposed increases and other types of serv- 
ices, and a request which we have made for further reduction in this 
telephone grade of service. 





Service Drrecrion 


Mr. Tuomas. We will now take up “Service direction,” and we 
shall insert pages II-97 and 98 in the record at this point. 
(The pages referred to follow :) 
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Amount I atat aie 3 fi — 

Department | Field Total 
—— en unease = oe — o_o 
a Nk $134, 590 11.9 |_. 11.9 
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HIGHLIGHT 


General supervision over all programs assigned.to. Transportation and. Public 
Utilities Service is provided in the central office by the Commissioner and two 
Assistant Commissioners, assisted by an administrative officer. In the field, this 
is provided by regional commissioners. Postage fees for all programs of the 
Service are provided for in this activity. 








a 

1959 1960 1961 
CE GOTO 5 t 6 once cc bbeeidds ons seensoo dune sea $108, 079 $129, 100 $129, 600 
ST dec dendaduckwemssbhaiwatwicinemhsukosasnes 5, 300 5, 400 5, 600 
TG OE OF CIEIIEE cede a ceeennepeonesessoses Sn 113, 379 | 134, 500 | 135, 200 








EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 





Personal services and staffing. 
office, same number as 1960. 

Other objects.—$30,200, of which $5,600 is for postage fees for all OE-TPUS 
activities. 

The remainder of $24,600, or 18.2 percent of total estimate, includes: 

(1) $5,000 for 200 travel days at $25. 

(2) $1,700 communications ; $7,000 printing. 

(3) $2,400 contractual services, including $672 for contribution to health 
benefits. fund. 

(4) $900 supplies; $400 equipment; and $400 incentive awards. 

(5) $6,800 contribution to retirement fund. 


$105,000 for 12 positions, all in the central 





Activity Data SHEET (BY POSITIONS AND OBJECTS) 


Positions by grades and average employment 


Actual, 1959 Program, 1960 Request, 1961 


Depart-} Field |Total, Depart-| Field Total) Depart-| Field | Total 


mental mental mental 
Grade 
GS-18 1 l 1 l 1 1 
GS-17 | 1 ] l 1 1 l 
GS-16_...... é l l 1 l 
GS-8 1 l 1 l 1 l 
GS-12... ah 2 ‘J ae 
tla inatrcntniatl l 1 l a, f 
 _ EUS ee 3 2 2 2 2 
ne Bs | 1 l | 2 2 2 By 
means Oi eh eerie a aoe a 1 1 1 i | 
GS-5 u 2 2 1 ee 1 ‘im. 
a ian lil 1 l l Sal 1 1 
Full-time positions-_-_...........-.- 12 | 12 12 12 12 ie 
Average employment: | ag) 
Full time__- ST AT EP NT | 10.9 10.9 08 eos 11.9 12.0 sy 
Part time....... Se ee ae 0.2 |. a &9 umd : a Rates 
Total... Sire ed Barat: 111.1 11.9 11.9 12.0 |......} 120 
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Classification by objects 

















——— | | 
¢ Actual, 1959 | Program, 1960| Request, 1961 
0 pentru | weloerennyenere dy 
| 
S Personal services: 
e OUMMOM.. . csi uc dee L $91,507 | $103,700 $105, 000 
SEL Ss ap cghsdpadupsvnoeenaebemydeenen preripeheherastauneh eee: Enon seen lla i sciaamstitinniesdhaineai 
Dadeeutitiansieinnenatindiest = immune "os acntttaithinenidetiieatietsemsiitelil 
= ol Total personal services. .............------.----.-- | 91, 507 | 103, 700 105, 000 
Other objects: | ier ; 
- RN eile ed) eee oe 2, 260 5, 000 5, 000 
” an area tien ef SOE... .. ocnccennachcenmncccouney 94 SOO Vick ecacuustten 
0 04 Communication services. _...............- kosdtéaetede 6, 422 6, 900 7,300 
ml I sis oe weet eceninis dvesiasainlanaes aedmmrapenaiees I comieetecmmuainae 
0 06 Printing and reproduction ._.-........-....-.-....-... 867 | 7, 500 | 7,000 
@7 Other contractual services... ........................- 2, 276 | 2, 700 | 2, 400 
_ | INE CIN) MOROUNNO Eo... concn acnweceduceocuseses | 1, 535 | 800 900 
| Sort CONS no. onc cb bbb decetb ec dundbsbepoiebenpenaad | 2, 388 | 400 400 
1 Lends and structures. ...................... eee ee ee ar 
11 Grants, subsidies, contributions____.-- whoa hittekatabe | 5, 828 | 6, 800 6, 800 
13 Refunds, awards, indemnities___....................-. 75 600 400 
ay “Sa Tie INU a ccuatwacnwsatewacisewwmncaoiion SFT 2 ees iduideenietaen 
heceteinicesa beewaaia eae 
il OOn, GHEE GUNNER. cc anceucbacunbvvtbandtiacwedeine | 21, 872 30, 800 30, 200 
ae ‘(443,379 —«:134,500| «135, 200 
Ss — ——— eee 
Position data: 
Averege salary, all positions. .. ...............-..........- $8, 168 $8, 622 $8, 720 
| Average grade, GS positions. ...............-.-..--.------| 10.0 10.2 10.2 
a Mr. Tuomas. I have written here “Too much direction.” 
You spent $134,500 last year and you want to increase that amount 
by $700 this year. You have 12 people. 
Mr. Scorr. That is the same as last year. 
Mr. Tuomas. You have this broken down into general supervision 
and postage fees. 
i. SUPERVISORY PERSONNEL 
You say: 
7 General supervision over all programs assigned to transportation and public 
tal utilities services provided in the central office by the Commissioner and two 
Ml Assistant Commissioners, assisted by an administrative officer. In the field, 
this is provided by regional commissioners. 
What is the job classification of these people? None are in the 
field. You do not set out any in the field, they are all in the District 
, of Columbia. 
i Mr. Scorr. We have 10 regional directors in the regions. 
2 Mr. Tuomas. They are not set out here, are they? They are not 
l r - . . . ¢ . ¢ 
i counted. You have 12 here in the District of Columbia, have you 
1 not ? 
2 Mr. Scorr. We have 12 people in the Commissioner’s Office. 
aca Mr. Tomas. It doesn’t take 12 people to supervise this when you 


have your chiefs and your superchiefs and assistants in each one of 
your three subdivisions, does it ? 

Mr. Scorr. We have one Commissioner, one Assistant Commissioner 
for Public Utilities, one Assistant Commissioner for Transportation ; 
| then we have the secretaries and the clerical help. 


— 
re 
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Mr. Tuomas. Then on top of that you have 12 people superimposed. 
Mr. Scorr. No,sir. They are included in the 12. 

Mr. Tuomas. This is the 12? 

Mr. Scorr. Yes, sir. There are only three supervisory positions: 
The Commissioner and two Assistant Commissioners. They each 
have a secretary. Then we have the administrative oflicer for TPUS 
and mail clerk in the administrative office and a clerk-typist. These 
are mainly clerical. 

Mr. Ostertac. The staff remains the same ? 

Mr. Scorr. The sameas last year; yes, sir. 

Mr. Tuomas. Yet your Administrative Services is in a separate 
group from this, is it not? 

Mr. Scorr. No, sir. This ineludes our own Administrative Office 
for Transportation Public Utility Service. 

Mr. Tuomas. You have a Commissioner of Utilities, you have a 
Commissioner of Transportation, you have an Assistant Commis- 
sioner of Utilities. 

Mr. Scorr. No. We have a Commissioner of Transportation and 
Public Utilities, one person. Another person is the Assistant Com- 
missioner for Transportation. A third person is the Assistant Com- 
missioner for Public Utilities. You really have only three supervisory 
positions for service direction of our activities at central and regional 
levels. 

Mr. THomas. What are the other nine? What do they do? 

Mr. Scorr. Each of the Assistant Commissioners and I have a secre- 
tary. That makes six. Inthe Administrative Office we have the Ad- 
ministrative Officer and his assistant. They have a clerk-typist and 
the mail clerk. You really only have three at the top in the position 
of supervision out of the 12. 

Mr. Tuomas. In your Transportation Service, out of your 214 
people, how many subdivisions do you have there? You have Chiefs 
and Assistant Chiefs on each one of these, do you not ? 

Mr. Scorr. On the transportation side we have three divisions, 
Traffic Management, et. cetera, 

Mr. Tromas. We have e already gone into them. What is the grade 
of your three top Division people? 

Mr. Scorr. Grade GS-15 for the Division Directors. 


OTHER EXPENSES FOR SERVICE DIRECTION 


Mr. Tuomas. Your “Other objects” total $30,200. 

How much do you say you owe the judge over here of that $24,000 
you want? 

Mr. Scorr. $24,600 is for all of our “Other objects” in “Service 
direction” except postage fees. 

Mr. Tuomas. Are there any questions on this, gentlemen, before we 
go on to another subject ? 

SAVINGS 


Mr. Yares. I have only one question. That relates to the savings 
that were achieved by the Transportation and Public Utilities Serv- 
ice. Yousaved $15 million. 

Mr. Scorr. $16.9 million on the transportation alone. That is re- 
ductions in freight rates charges. 
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Mr. Yates. And $15,385,000 ? 
Mr. Scorr. That is on SAGE. 


APPROPRIATIONS 1957 THROUGH 1961 


Mr. THomas. Pardon me. I want to put some figures in the record. 
We started here with this unit in 1957 with an appropriation of $1,- 
251,100 ; in 1958 it goes up to $1,515,000 plus a supplemental of $75 ,000. 
Then, in 1959, $1,850,000 plus the supplemental for a pay increase of 
$145,000. In 1960 it is $2 million. This year there is a request for 
$2.4 million. 

Mr. Scorr. Mr. Chairman, that is really a request for an increase of 
$5,300. The remaining part is the cost. of health benefits, increase in 
administr ative operations, and for financing the foreign aid and stock- 
pile reimbursables by direct appropriation. 


SAVINGS BY SAGE PARTICIPATION 


Mr. Yares. May I return to my question and ask the nature of the 
savings that were achieved in the SAGE proceeding? 

Mr. Denniston. Yes, sir. The reduction which we had sought was 
ordered by the FCC in June 1958. The actual rate reduction went 
into effect in August of 1958. The effect of that reduction with re- 

spect to our current usage was a saving on the SAGE project as of 
the e present time of $2.9 million per year and of all other Government, 
that is, civilian and military non-SAGE projects, $5,385,000 at the 
present time, which is $9.3 million, The SAGE saving on that one 
project, which at the present time is $2.9 million, will increase to $10 
million by the time that project is completed. 

Mr. Yates. How was that saving achieved, by an order by the 
Commission to reduce rates? 

Mr. Denniston, Yes. 

Mr. Yates. Or to apply or to require the company to charge the 
Government in accordance with the different tariff schedule? 

Mr. Denniston. No. It was a requirement by the Commission that 
they change the tariff rate. The company resisted it every step of 
the way short of going to court and they pursued all of their appeal 
procedures through the FCC , and it was actually an order reducing 
the charges for what is known as telephone grade of private line 
service. That is where you rent a circuit on a full-time basis and it 
makes up a large part of the communications services required on 
SAGE. 

I might explain that the company had prepared a cost study which 

was distributed in July 1957. It was made formally a part of the 
record in the FCC proceeding in December of 1957. At that time 
there was discussion looking to certain increases in rates. The study 
covered two basic types of services. One of them, the telephone grade, 
showed very high earnings; the other, the teletypwriter grade, showed 
very low earnings. There were prehearing conferences ‘held at which 
the only subject : discussed was the proposal to increase the low-earn- 
ing teletypewriter rates. Accordingly, in February 1958, we filed a 
petition with the FCC asking for a reduction in ‘the high- earning 
—_ grade. No action was taken at that time and in April we 
iled a second petition asking urgent action on the matter. In June— 
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the early part of June of 1958—thhe Commission heard oral argument 
on our petitions and on the 26th of June 1958 ordered this 15-percent 
reduction. 

Mr. Yates. What other proceedings are you in in this Division ? 

Mr. Denniston. In connection with the SAGE precedes proper 
there are several related proceedings before the FCC. One has to do 
with their special construction tariff under which the Air Force and 
other customers are required in effect to guarantee the usage of facili- 
ties for 10 years. Another one involves certain rates in connection 
with oversea cables that the Air Force has referred to us. 

» Another phase of it covers a switching system of the A.T. & T. 
known as 82-B, which the Navy Department asked us to have special] 
inquiry made into in the course of the case. 

Mr. Yates. I do not understand this last point inasmuch as our 
friend has indicated the Department of Defense handled its own 
matters. 

Mr. Scorr. That is only in transportation. 


GOVERN MENTWIDE HANDLING OF UTILITIES RATES 


Mr. Yates. Utilities, you handle for the entire Government? 

Mr. Denniston. We handle it cooperatively. In some cases we 
have had the Department of Defense actually act for us under dele- 
gation of authority but in the main we have been representing them, 
and that is particularly true with regard to all the communication 
matters. 

Mr. Yates. What about the question of electric charges? Are you 
in any proceedings which relate to the amount the Government pays 
for electricity ? 

Mr. Denniston. Yes, sir. We have been involved in the past—the 
case is now closed—but we were in the Commonwealth Edison case in 
Tilinois. We have been in a recent case of the Consolidated Edison in 
New York, and also in Maryland. 

Mr. Yates. What is this Commonwealth Edison case? 

Mr. Denniston. That was a general increase case of about a year 
ago. The proceeding was concluded about, roughly, 8 months ago, I 
believe. The Consolidated Edison of New York was one involving 
conjunctional billing practices. That case has been concluded. It has 
immediately been succeeded by a general investigation of the rate 
structure instituted by the New York Commission. 

Mr. Yates. What happened in the /'d7son case in Chicago? You 
said it was concluded 8 months ago. 

Mr. Denniston. An increase was granted; as I recall, it was some- 
thing less than the company had asked for. There was an increase 
eranted, however. 

Mr. Yates. There is no way of computing savings in a case of 
that type? 

Mr. Denniston. No. 

Mr. Yates. Inasmuch as it was an increase for an amount less than 
had been requested by the company? 

Mr. Denniston. In any event, in that case there were other parties. 
It is not possible to identify your own participation. 
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Mr. Yates. Are you the only party in the SAGE proceeding pro- 
testing the charge? 

Mr. Denniston. We were the only party with respect to the tele- 
hone grade services. In the other phase, there were 10 parties 
involved including press associations and various other organizations. 


STATUS OF SAGE PARTICIPATION 


Mr. Jonas. If you will yield, the SAGE case has been concluded 
and all rights of appeal exhausted ? 

Mr. Denniston. No, sir; as to this 15-percent reduction last year, 
but the Commission retained jurisdiction over that case and is still 
inquiring. We contend the Commission did not reduce the rates far 
enough at that time. 

Mr. Jonas. Insofar as the 15-pereent reduction is concerned, that 
is final ? 

Mr. Denniston. The company appealed the order to the Commis- 
sion and was turned down. 

Mr. Jonas. There is no appeal to the courts? 

Mr. Denniston. No, sir. 


STATUS OF OTHER UTILITIES CASES 


Mr. Jonas. The Commonwealth Edison case in Chicago has been 
completed ? 

Mr. Denniston. Yes. 

Mr. Jonas. The Consolidated Edison case has been completed ? 

Mr. Denniston. But that has been superseded by a further case. 

Mr. Jonas. But all three of these cases represent most of your 
work. All three have been concluded ? 

Mr. Denniston. No, sir. We are in many other cases. In the 
first place, there is a separate phase of the FCC proceeding, docket 
No. 12194, that deals with high-speed data transmission which af- 
fects the Air Force only. That proceeding is just getting started. 
That was separated by the Commission from the main part of the 
ease. The hearings on that will start in March. 

Mr. Yates. How-do you proceed? What starts you on one of your 
cases? Do you receive a complaint from one of the Government 
agencies? Do you do this on your own motion? What is the pro- 
cedure ? 

Mr. Denniston. That. is usually the case. Either the Air Force 
or Navy, for example, will come to us and say they have been advised 
that certain rates are going to be increased, or certain charges are 
going to be filed, with which they disagree, and ask us to look into 
the matter. This we do. We either file petitions with the FCC— 
in some cases we ask for suspension of the rates as well as investi- 
gation. In some of these matters we have gone to the State com- 
missions and have filed either suspension requests or petitions in 
States. For example, there is one pending right now in the State 
of Maine. There are on my desk at this moment about eight different 
matters involving rates which have been filed in intrastate proceed- 
ings in various States under which within the near future we will 
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undoubtedly be filing petitions of one sort or another, perhaps formal 
complaints with the State Commissions involved. 

Mr. Yares. Every agency that comes before us has an increase listed 
for utilities services. 

Mr. Denniston. The trend of rates has been up. 

Mr. Yates. This is true. I wondered what your function is, if 
you do have a function, of checking to see whether those incre: uses 
are justified. 

Mr. Denniston. Yes, we do. As we learn of these cases we review 
them and if it appears that the Government's bill is going to be in- 
ereased in any important respect within the limits of the staff avail- 
ability and depending on the size of the case, we will participate. 

Mr. Yares. How many cases do you have pending besides the 
SAGE case? 

Mr. Denniston. At the end of fiscal year 1959 there were 11 cases 
pending other than SAGE. 

Mr. Yates. These are where you are actually a participant. 

Mr. Dexniston. Yes,sir. They include proceedings in six different 
States. 

Mr. Scorr. As of January 1, 1960, we had 14 cases pending. You 
gave just the end of fiscal year 1959. 

Mr. Denniston. Yes. There are 14 cases. There are 10 cases other 
than SAGE pending as of January 1. 

Mr. Yates. How many cases are you investigating looking to pos- 
sible intervention ? 

Mr. Denniston. We would have approximately 20 separate matters 
that agencies have called to our attention that we are investigating to 
determine whether some action should be taken to protect the Gov. 
ernment’s interests on that particular matter. I might say that in 
most of those cases it would be necessary to file some petition or com- 
plaint with the Commission of a particular State involved. That is 
where we get into a problem of the manpower requirement because 
generally they are some distance from Washington and it requires 
travel. 

PARTICIPATION IN COMMONWEALTH EDISON CASE 


Mr. Yares. I know that I received a letter either last year or the 
year before from the chairman of the Illinois Commerce Commission 
telling me that, or advising me that he thought you should not be in 
the case before him. I, of course, had a contrary opinion inasmuch as 
I thought it was perfectly proper for you to represent the Govern- 
ment as a ratepayer. It has been suggested that the function of de- 
termining whether the rates are fair is that of the regulatory agencies, 
the FCC in the case of SAGE, the FPC in the case of power and elec- 
tricity and other agencies of that type. Do you agree with this? 

Mr. Denniston. Yes, sir. They are the final authority but, just as 
in a court proceeding, it isa question of whether you have advocates on 
each side of the case. In this instance we are simply carrying out 
section 201(a) (4) of our act, which spells out this as a ¢ songressional 
intent. 

Mr. Tuomas. They sit as a quasi-judicial body at that time and they 
invite appearance of interested parties. You appear along with rep- 
resentatives of perhaps 8 or 10 private concerns, do you not? 
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Mr. Denniston. Yes, sir. 

Mr, Tuomas. You are not appearing by yourself at any time, are 
you! 
’ Mr. Denniston. In a few cases we are the only ones appearing, but 
ordinarily there are other parties involved. 

Mr. Tuomas. What about in the ///inois ease? Were you the only 
party / 

Mr. Denniston. There were many other parties in that case 

Mr. Toomas. How many other parties ? 

Mr. Denniston. Approximately 12. We could supply a list of 
those. 

Mr. Tomas. Did the Commission object to the other parties 
appearing ¢ 

Mr. DeNNisToN. No, sir. The Commission did not object to our 
appearing. Whatever was done—in fact, at the time we filed our 
intervention in another case before that Commission an objection was 
raised to our intervention and the Commission, including the Chair- 
man, Mr. Yates, approved our intervention without dissent. 

Mr. Kennepy. We appear, Mr. Yates, in no proceeding as a sov- 
ereign. We appear only as a consumer or user of the services. As 
a consequence the largest customer of the utilities in some of the met- 
ropolitan areas would be the Federal Government itself, so no one 
would be there to protect. that interest if we did not show up to at 
least bring about our analysis of what the pending issues were. 

Mr. Yares. I agree with the statements.. I think the contention 
that the regulatory agencies should be the ones to protect the Gov- 
ernment’s interest 1s based upon the fact that their statutory authority 
permits them to file a complaint upon their own motion, but I think 
that the Administrative Procedures Act, or passage of that. act, has 
in great measure tended to—I was going to say “prevent this.” It 
isn’t “prevent.” It is to persuade them that their true function is 
tosit as an arbiter rather than as a representative of the public interest 
to the point where it should file a complaint of that type. 

I personally believe that this agency should be doing what it is 
doing. T think that the Government's expenses in the field of utili- 
ties payments is so great that it has to have somebody looking out. for 
its interests and for the taxpayer's interests. 

That is all, Mr. Chairman. 


INTEREST OF THE TAXPAYER 


Mr. Bonanp. Who would be looking out for the interest of the tax- 
payer and the Government’s interest in the same program if it weren’t 
this agency here? 

Mr. Denniston. No one, tomy knowledge. 

Mr. Yates. Theoretically this isn’t quite true because theoretically 
the FCC could on its own motion file a complaint and require the 
respondent to show cause why its rates should not be decreased. 

Mr. Denniston. That is correct. As you are aware, I am sure, Mr. 
Yates, the role of a regulatory body is to look at. both sides of the case. 
They are required not only to look at the consumer’s side, but also 
at the interests of the company. In other words, they have an equal 
duty toward the company as they do toward the consumers. 
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Mr. Yates. They have this duty even if they proceed under their 
own motion because ultimately they have to decide what is a fair rate. 
They have to take into consideration the arguments that are made by 
themselves if this was a complaint on their own motion as well as the 
arguments that are made by the respondents. 

Mr. Denniston. Yes, sir. 


GSA RESPONSIBILITY FOR SAGE RATES 


Mr. Jonas. Wasn’t the Defense Department in the SAGE case? 

Mr. Denniston. They had entered an appearance but were taking 
no part in the case. 

Mr. Jonas. That is because you took it over. If you hadn’t, the 
Defense Department would have been in, or the Air Force. 

Mr. Denniston. In the SAGE case the Congress passed a special 
act, Public Law 968 of the 83d Congress. 

Mr. Jonas. Which took it away from the Defense Department. 

Mr. Denniston. Yes, but up until that time while they had inter- 
vened, they had not taken an active part. 


ANNUAL COST OF ALL UTILITIES 


Mr. Yares. Incidentally, does this record show, or do you know 
what the annual amount paid by the Federal Government to utility 
companies is? 

Mr. Denniston. The last estimate that we had ws approximately 
$300 million-a year. I am afraid that is very much out of date. 

Mr. Osrerrac. Is that all utilities? 

Mr. Denniston. That was an estimate made about 3 or 4 years ago, 
before there was such a great growth in the use of communications 
services. 

Mr. Yates. Does anybody know what the total amount paid for 
electricity is, for example? 

Mr. Denniston. We do not have any current figures. 

Mr. Ostertac. Does this $300 million figure include electricity and 
telephone and all other forms of communication ? 

Mr. Denniston. That. was gas, electricity, and telephone as of the 
time the estimate was made. The use of telephone services has grown 
in fantastic amounts in the last 3 or 4 years. 

Mr. Ostrerrac. You are speaking of the Federal Government as a 
consumer ? 

Mr. Denniston. Yes, sir. 

Mr. Yates. That excludes transportation, does it not ? 

Mr. Denniston. Yes, sir. 

Mr. Tuomas. Mr. Boland ? 


COMPTROLLER GENERAL’S REPORT ON LEASED TELEPHONE FACILITIES 


Mr. Boranp. I think in line with what we have been talking about, 
there is a letter here from the Comptroller General dated November 
4, 1959, to Mr. Cannon, chairman of the full committee with respect 
to this problem. I think it should be inserted in the record as it 
deals specifically with this problem. 

Mr. Tuomas. I think it should go in. 
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(The letter referred to is as follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, November 24, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives. 


DeaR Mr. CHAIRMAN: Enclosed for the use of your committee are two copies 
of our report to the Congress on the review of management of leased private 
lines telephone facilities in the Department of Defense and selected civil 
agencies. 

The Government has been incurring excessive costs amounting to possibly more 
than a million dollars annually in the leasing of private lines telephone facilities. 
These excesses have been the result of (1) the erroneous application of certain 
rates and (2) inefficient administrative practices on the part of the Govern- 
ment departments and agencies. Because of the highly complex nature of the 
problems which would be involved in developing an accurate projection of the 
total effect of these uneconomical practices, we are not in a position to make a 
firm prediction as to the total amount of savings that could be accomplished by 
the corrective actions which we are recommending herein. 

Part of the excessive costs which have been and are being incurred can be 
attributed to the fact that the American Telephone & Telegraph Co., (A.T. & 
T.), has not fully applied Tariff FCC No. 231, which is in effect a discount for 
volume service, to the eligible circuits of each Government department and 
agency. In our limited review, we indentified annual savings of approximately 
$73,000 which having since been realized by the application of the lower rates 
available under this tariff. Also, in our opinion, A.T. & T., is required to 
apply Tariff FCC No. 231 retroactivly, to the date each group of circuits of each 
department and agency became eligible, and to make refunds accordingly. 
A.T. & T. does not agree with our interpretation of this tariff. 

On the basis of the specific telephone circuits included in our review, we have 
determined that the Government is entitled to refunds totaling at least $95,000. 
We are informing the departments and agencies of the Government that action 
should be taken to determine whether the multiple channel tariff rates have been 
applied to the eligible groups of circuits ordered by each. Where the applicable 
rates were not applied from the time such groups of circuits became eligible 
under the multiple channel tariff, we are directing the departments and agencies 
to initiate claims for the amount of any overcharges arising from the improper 
application of such rates. 

Moreover, the departments and agencies, because of their current practice of 
dealing with A.T. & T. independently and on a multiple-customer basis, have 
paid more for service in a number of instances than was necessary under exist- 
ing tariffs. A substantial number of additional private line circuits can be made 
eligible for the lower multiple channel tariff rates in the future if action is taken 
to establish the Government as a single customer. Our limited study identified 
almost $66,000 which can be saved each year on this basis. 

We are recommending that the Secretary of Defense and the Administrator, 
General Services Administration, take coordinated action with A.T. & T. to 
initiate a study with the objective of simplifying both the Government’s and the 
telephone industry’s procedures in order to reduce administrative costs and to 
secure the necessary regulatory changes to establish the Government as a single 
customer for rate application purposes. 

The Department of the Air Force has failed to take full advantage of tariff 
provisions which permit lower rates when intrastate circuits are ordered con- 
nected with interstate circuits by switching arrangements. We reviewed all the 
telephone circuits of the aircraft control and warning system, jointly with Air 
Force and telephone company representatives, taking into consideration only 
those switches which would improve service now or in the event of a national 
emergency, and identified $1.1 million of potential annual savings which might 
be achieved by the Air Defense Command's ordering switching arrangements. 
We are recommending that the Secretary of the Air Force take action which will 
insure the prompt identification of specific Air Force intrastate circuits which are 
appropriate for reordering as interstate circuits at lower rates and that these 
circuits be so ordered. 

The Government’s management of leased private line circuits has failed to 
keep pace with the tremendously increased requirements of each department and 
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agency. We found an almost total lack of coordination between departments 
and agencies and, in the case of the military agencies, even without the depart. 
ments; a lack of adequate controls within all the departments and agencies we 
reviewed; and a failure in internal audit programs to recognize and deal with 
the problems in this area. We are recommending to the Secretary of Defense 
and to the Administrator, General Services Administration, that they take action 
to establish a central control over the management of leased private lines com- 
munications in the military departments and civil agencies, respectively. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Bo.anp. Let me read this: 


The Government has been incurring excessive costs amounting to possibly more 
than a million dollars annually in the leasing of private lines telephone facilities, 


The letter goes on to detail the reasons for it. I think it should be 
inserted in the record. 

Mr. Tuomas. At this point it won't hurt to put a specific statement 
from the Comptroller’s recommendations in. On page 94 of the re- 
port to the Committee on Appropriations by the Comptroller General 
on certain agencies, it says: 


Excessive costs for leased commercial telephone and telegraph services re- 
sulting from failure to recognize and apply most economical tariff provision. 

Multiple channel tariff not fully applied by A.T. & T. 

The Government has incurred excessive costs for telephone service because 
the American Telephone & Telegraph Co. (A.T. & T.) does not grant Govern- 
ment agencies the reduced multiple channel rate under Tariff FCC No. 281 unless 
they specifically request it. 


lt goeson. We will put pages 94 through 97 in the record at this point, 
(The pages referred to are as follows:) 


GENERAL SERVICES ADMINISTRATION AND OTHER DEPARTMENTS AND AGENCIES 


EXCESSIVE COSTS FOR LEASED COMMERCIAL TELEPHONE AND TELEGRAPH SERVICES 
RESULTING FROM FAILURE TO RECOGNIZE AND APPLY MOST ECONOMICAL TARIFF 
PROVISION 


Multiple channel tariff not fully applied by A.T. & T. 

The Government has incurred excessive costs for telephone service because the 
American Telephone & Telegraph Co. (A.T. & T.) does not grant Government 
agencies the reduced multiple channel rate under Tariff FCC No. 231 nnless they 
specifically request it. We found that A.T. & T. is legally required to auto- 
matically apply the multiple channel discount rate provided under Tariff FCC 
No. 231 to each circuit of each Government customer as the circuit becomes 
eligible. We identified circuits on which annual savings of about $73,000 
have since been realized by the application of the lower rates. Also, 
in our opinion, A.T. & T. is required to apply Tariff FCC No. 231 retro 
actively to the date each circuit of each Government customer became eligible 
under existing tariffs and to make refunds accordingly. With respect to those 
circuits we included in our review, we have determined that the Government 
is entitled to refunds totaling at least $95,000. 

We informed the departments and agencies of the Government in our report 
issued in November 1959 that action should be taken to determine whether the 
multiple-channe! tariff rates have been applied to the eligible groups of circuits 
ordered by each. Where the applicable rates were not applied from the time 
such groups of circuits became eligible under the multiple channel tariff, we 
directed the departments and agencies to initiate claims for the amount of any 
overcharges arising from the improper application of such rates, and we re 
quested the departments and agencies to inform us regarding the action taken 
and the amounts recovered. 
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Failure of departments and agencies to realize full potential of multiple channel 
tariff 

A substantial number of additional private line circuits could be made eligible 
for the lower multiple-channel tariff rates if action was taken to establish the 
Government as a single A.T. & T. customer. Our limited study identified al- 
most $66,000 which could be saved each year on this basis. 

We recommended that the Secretary of Defense and the Administrator, Gen- 
eral Services Administration, take coordinated action with A.T. & T. to initiate 
a study with the objective of simplifying both the Government’s and the tele 
phone industry’s procedures in order to reduced administrative costs and to 
secure the necessary regulatory changes to established the Government as a 
single customer for rate application purposes. 


Need for improvement in department and agency management of leased private 
line circuits 

The Government’s management of leased private line circuits has failed to 
keep pace with the tremendously increased requirements of each department and 
agency. We found in our review of the management of leased private lines 
telephone facilities in the Department of Defense and selected civil agencies that 
there is an almost total lack of coordination between the departments and agen- 
cies. There is a general lack of awareness on the part of agency management 
of economical tariff provisions which can be utilized in reducing costs, and a 
very high degree of dependence is placed upon industry in ordering services 
and in applying rates. Adequate controls are lacking within all the departments 
and agencies reviewed. Contracting officers are operating under handicaps be- 
cause of insufficient technical knowledge and/or inadequate staffing. Internal 
audit programs generally have not recognized and consequently have not at- 
tempted to deal with the problems in this area. 

The significant increase in Government expenditures for leased communica- 
tion facilities over the last several years warrant a comprehensive review and 
appraisal of all aspects of management in this area. To the extent that it is 
practical, steps should be taken to insure Government-wide coordination of leased 
private line telephone and telegraph services m order to take full advantage of 
possible joint utilization of existing leased facilities, technological data, nego 
tiation experience, most economical tariff provisions, etc. While such coordina- 
tion should not affect the present responsibilities of the individual departments 
and agencies in the determination of their requirements and procurement of 
services, we believe that there is a need for centralized review of broad, overall 
requirements. However, the difference in military and most civil agency require- 
ments, organizational structures, and operating procedures would not warrant 
the establishment of a single group within the Government. 

We recommended in our report on this subject issued in November 1959 that 
the Secretary of Defense and the Administrator of General Services take action 
to establish central controls over the management of leased private line tele- 
phone and teletype communications in the military departments and civil agen- 
cies, respectively. The Department of Defense and the General Services Admin- 
istration should coordinate and exchange information and experience gained with 
the objective of achieving the greatest economy for the Government. 


Mr. Scorr. That, Mr. Chairman, was referred to us to handle and 
we immediately started implementation of the Comptroller General’s 
recommendation. We are making a study of the leased lines to see 
what could be done toward consolidation so that different agencies 
then could come together and take advantage of the reduc ed rates 
under the multie hannel tarifis. 

Mr. Tuomas. That is a pretty good field to operate in without hav- 
ing it pointed out to you by the ¢ ‘omptroller General, is it not ? 

‘Mr. Scorr. We at that time had not had this matter scheduled for 
study. We have issued this cireular recently. 

Mr. Tuomas. I did not understand that. You did not have it in 
your jurisdiction. How did you get it and when did you get it? 

Mr. Scorr. We had not taken action, One reason was limitation 
of staff and personnel and the other 
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Mr. Fiorre. We have always applied it in our own communication 
system which applies to civilian agencies. 
Mr. THomas. Mr. Ostertag? 


REPRESENTATION OF GOVERNMENT AS USER OF UTILITIES 


Mr. Osrerrac. Mr. Chairman, I am not clear on this question of 
representation of the Government as a consumer. 

In State cases let us assume a rate for one of the utilities or com- 
munications might be involved. Do you people only act when an 
agency of Government enters a compl: int, or a request that you repre- 
sent them or represent their rate in the matter of negotiations? 

Mr. Denniston. On these general cases, Mr. Ostertag, we generally 
institute those ourselves. The cases whic h I was referring to, the 
agencies bring them to us, or where they have the problem pertaining 
toa specific rate or a specific type of service they are interested in, 
but in these general cases they invariably result from our own re- 
search and the watching service which we have instituted through our 
regions. 

Mr. Ostertac. Perhaps this will clear up my thinking. Does the 
same rate apply in a given territory to all Government agencies? 

Mr. Denniston. Ordinarily, yes. 

Mr. Osrerrac. Ordinarily, but not entirely so. 

Mr. Denniston. In some instances there are exceptions where there 
are special rates with respect to a particular installation. For exam- 
ple, a very large military installation might have a special contract 
for power, electric power, which is different from che basic contract 
or the basic tariff, I should say. 

Mr. Osrertac. In a rate case where a determination of an applica- 
tion or actually a rate is involved, whatever decision is rendered will 
be applicable to all agencies ? 

Mr. Denniston. All agencies affected by the particular rate in 
issue before the Commission ; yes, sir. 

What I am saying by that, if the particular rate h: appened to be 
one that only one Government agency or one installation qualified 
for, of course, they would be the only one affected. 

Mr. Osrertac. Are these rates negotiated in the first instance? 

Mr. Denniston. On these larger installations, yes, by special 
contract. 

Mr. Ostertac. Mr. John Q. Public is a consumer and the U.S. 
Government is a consumer. Are these rates comparable to one an- 
other, depending on volume of use? 

Mr. Denniston. Yes. They are related to volume. The only 
instance where we have special contract rates are where we have an 
abnormally high volume for which the utility does not publish a rate, 
which has been designed for that type volume but on a given volume 
we invariably pay the same rate as any other consumer would. 

Mr. Osrertac. But your responsibilities in this whole field are that 
of management and representation, rather than negotiations; rather 
than determining the original rates and actually financing 
consumption ? 

Mr. Denniston. Yes, sir. We do not finance or pay the bill for 
these other agencies, but we frequently, on request, will actually nego- 
tiate contracts for other agencies. 
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Mr. Osterrac. In other words, you do not supply agencies with 
transportation and utilities of one form or another the same as you 
do other supplies ? 

In other words, they have their own budget and their own purchas- 
ing of these services ? 

Mr. Scorr. That is correct. 

Mr. Osrertac. Actually, the General Services Administration has 
merely an intermediary management responsibility in the field so far 
as Government is concerned ? 

Mr. Scorr. That is correct. 

Mr. Osterrac. That is all, thank you. 

Mr. Scorr. Mr. Chairman, to go back to this study, we would like 
to put in the record a copy of this Circular No. 195 for the imple- 
mentation of this, and accompanying it we have a copy of the letter 
from the Secretary of Defense reflecting we are coordinating with the 
Department of Defense in the study. 

Mr. Tuomas. The clerk will take a look at it for you. Thank you. 

Mr. Jonas. I don’t have any questions. 


RELATION OF GSA WITH REGULATORY AGENCIES 


Mr. Osrerrac. There is no conflict between General Services’ re- 
sponsibility and authority in these matters as compared with the regu- 
latory agencies, is there? 

Mr. Denniston. No, sir. E very case we appear in we always make 
it very clear and in any pleading we make or any statement we make 
that we are there solely as a consumer and we look to them as a regu- 
latory body and the only body that has that responsibility. 

Mr. Osterrac. That is all. 

Mr. Jonas. I want to ask one question. 

Mr. Tuomas. Mr. Jonas. 

Mr. Jonas. I suppose you would have no way of knowing whether 
the regulatory agency would give any preferred treatment to your 
eons or not? 

Mr. Scorr. No, sir. 

Mr. Jonas. You could not judge that. I would imagine some of 
the utilities might think so when they lose the cases. 

Mr. Denniston. I would say this: That I think that we have al- 
ways been treated very fairly by the regulatory commissions but I 
have not personally observed any indication that they were treating 
usany differently than others. 

Mr. Jonas. Have you lost any cases? 

Mr. Denniston. Yes, sir. 

Mr. Jonas. What would be some examples where your representa- 
tion was not successful ? 

Mr. Denniston. As an example there would be the case I men- 
tioned to Mr. Yates, the Commonwealth Edison case, where we did 
take part. Actually, we do not consider that a loss as such. We re- 
viewed the evidence. Our purpose is to help the Commission develop 
arecord for making a right decision in the matter. 

Mr. Jonas. That is not exactly true, is it? I thought of you as 
being i in there repr esenting a customer, or asa customer. 

Mr. Denniston. Yes, sir. 
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Mr. Jonas. You are in there to try to persuade the Commission to 
agree with you that the rate should come down. 

Mr. Denniston. Yes, sir. 

Mr. Yares. He is saying that in another way. He is trying to 
persuade the Commission to make the right decision. 

Mr. Denniston. We are stressing the consumer viewpoint. We 

want them to see the advantages 

Mr. Jonas. You do not contend you are in there on an impartial 
basis. You are in there as a partisan and advocate of the position 
you take. 

Mr. Denniston. Yes, sir. 

Mr. Tuomas. You are not trying to protect the public interes 
generally, are you? You are just taking care of the Government. 

Mr. Denniston. Yes, sir. We always do that. At times we have 
had informal requests made upon us by some of the State commis- 
sion staffs, for example, suggesting that we should speak for the 
broad public interest. We always resist that request and say it is 
beyond our responsibility. 
Mr. Tuomas. That isa good statement. Thank you. 





BASIS FOR GSA PARTICIPATION IN RATE CASES 


Mr. Osrerrac. In this Circular 195, dated December 15, there js 
reference made to programs in which, among other things, it says: 
GSA has instituted the following programs which are available to all Ped- 
eral agencies— 
and in that is included the area of negotiations of rates and contracts 
for communications services, including joint use or areawide contracts 
and long- term contracts for per iods not to exceed 10 years. 

I believe I raised the question about your responsibility or. your 
interest in negotiations of rates and contracts. You said you had 
no part in that. 

Mr. Denniston. I said except as requested. We do receive re- 
quests. 

Mr. Ostrerrac. Now, you are issuing a circular which institutes a 
program for all agencies. 

Mr. Denniston. I might point out the reason for that was simply 
this: That we have found that there were a number of Government 
agencies who have been struggling with the problem of making a 
contract on utility services, for example, that involved an extensio! 
of lines where the companies insisted on long-term contracts as a 
means of protection. 

Mr. Osrerrac. Is this a guideline for them ? 

Mr. Denniston. No. In these instances, in our statute in section 
201(a)(3) we are given specifically the authority to make long-term 
contracts up to 10 years. With one or two exceptions, no other 
Government agency has authority to make contracts for more than 
1 year. A number of agencies have come to us indicating that if they 
could make a long-term contract, the Government would save money, 
but_many of the agencies did not know we could do that. That 
is the reason for referring to it in this paper, so that agencies who 
have those problems can refer them to us and we can make the con 
tract for them. 
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We do not pay their bills, We make the contract, but the bills 
are presented directly to those agencies to finance them. — 

Mr. OstertaGc. Then you do have authority to enter into contracts? 

Mr. Denniston. Yes, sir; but we only do it on an invitational basis 
at the present time because the problem is too large for our staff. 


PARTICIPATION BY DEPARTMENT OF JUSTICE IN APPEALS 


Mr. Yates. I have this question. 

Mr. Tuomas. Mr. Yates. 

Mr. Yates. Who represents the United States in the courts on 
appeal from orders of the Commission ? 

Mr. Denniston. The Justice Department. 

Mr. Yates. Do you refer cases to them in the event you consider a 
Commission order to be inimicable to the best interests of the United 
States ¢ 

Mr. Denniston. Yes, sir. 

Mr. Yates. Do they have discretion in whether or not they will 
accept the appeal ? 

Mr. Denniston. They have discretion and in some cases have 
turned us down. That is particularly true with respect to orders of 
the ICC, where the Justice Department also represents the Commis- 
sion as a defendant. 

Mr. Yares. How can it be on both sides of a case, then ? 

Mr. Denniston. All I know is under statute they are. 

Mr. Yares. They have two different people from the Department of 
Justice in antagonist positions. 

Mr. Denniston. Yes, sir. They have two different units, one that 
defends Commission orders and one that prosecutes cases against them 
if they bring one. 

Mr. Yarrs. Has the Department of Justice cooperated with your 
unit pretty well ? 

Mr. Denniston. In most cases. In two rather important cases the 
defenders of the Commission prevailed and no appeal was taken. 

Mr. Yates. Thank you. 

Mr. Trromas. Thank you, gentlemen. 
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DEFENSE MATERIALS ITEMS, GENERAL SERVICES 
ADMINISTRATION 


WITNESSES 


HAROLD F. HOLTZ, COMMISSIONER, DEFENSE MATERIALS 
WILLIAM P. TURPIN, COMPTROLLER. 

J. G. HARLAN, JR., ASSISTANT COMMISSIONER, OPERATIONS 
G. K. CASTO, DIRECTOR, PROJECTS ADMINISTRATION 

V. E. JOHNSON, DIRECTOR, STORAGE 

H. V. LLEWELLYN, BUDGET REPRESENTATIVE 


OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


CHARLES KENDALL, GENERAL COUNSEL 
WILBUR G. FRITZ, DIRECTOR, STOCKPILE COORDINATION 


STRATEGIC AND CRITICAL MATERIALS 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
Program by activities 
1. Acquisition of materials 
New materials $44, 539, 818 $15, 986, 000 $5, 400, 00 
(6) Upgrading materials 2, 458, 890 6, 900, 000 5, 700, 004 
Total, acquisition of materials 46, 998, 708 22, 886, 000 11, 100, 00 


2. Inventory management 


a) Rotation of materials 37, 257, 785 23, 020, 000 21. 700 
(4) Storage of materials 14, 171, 873 14, 376, 000 13, 800, 0 
c) Physical inventorying.--- ; 2, 384, 895 6, 000, 000 1, 200. 0% 


Total, inventory management 53, 814, 553 43, 396, 000 


3. National industrial equipment reserve 


a ransportation, processing, and storage 793, 60€ 1, 900, OO 2, 702 





UU 
b) Expansion of facilitie 762. 570 $31 
Total, national industrial equipment reserve 1, 556, 266 2, 330, 000 2, 702, 00 
4. Operating expenses 
a) Service direction 237, 752 246, 252, O 
f Program 1,671,415 1, 814, 000 1, 711, & 
i Administrative operation 1. 438. TO 1. 128, 0 - 
Total, operating expenses 3, 347, 847 3. 188, OOF 2, G38. 0) 
Adjustment of prior year costs 19. 788 
Total program costs 105, 737, 182 71, 800, OOF 53, 440, 0 
6. Relation of costs to obligations: Costs financed from 
obligations of other years (unpaid undelivered orders), 
net ‘ eas . ’ — 23, 701, 635 25, 500, 000 10, 34 
Total program (obligations ' ‘ 82, 035, 547 46, 300, 004 43, 100, Of 
Finan g 
Comparative transfers from ( or to other account 1, 867, 843 32, OO 
Unobligated balance brought forward. 144, O81, 728 108, 370, 923 ,. HOS 
Advances and reimbursements fron 
Other account —674, 521 — JOU, WW 
Non- Fede urce 38, 304, 779 
I ve of prior year obligatior 2, 477, 599 
Unobligated balance aurrie forward 108. 370. 923 ER 
l »bligated balance rescinded (73 Sta * 
Appropriation (new obligational authority 3, 000, 000 39, 132 


Includes capit il outlay a follows: June 30, 1959, $250,373; 1960, $ 100; 1961, $58,006 
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Object classification 








| 
1960 estimate | 1961 estimate 


1959 actual 





! 

| 
i Standish Mhsloag iit tangleeipenindl —|—— ses Ron 
Total number of permanent positions 7 aid 570 566 535 
Full-time equivalent of all other positions_._..........-._-- | 125 54 | 9 
Average number of all employees---_.......-- 4 618 589 528 
Number of employees at end of year_-_._-........-_-- ; ; 592 536 | 535 
Average GS grade and salary “ a set a aed 17.6 $6,455 17.8 $6,568 | 7.8 $6, 615 
Average salary of ungraded positions._..._............-- aol $5, 103 $5, 163 $5, 141 

01 Personal services: 
Permanent positions-_-- cilia deipiaieittalae teh dita -----| $2,948, 639 $3, 225, 490 | $3, 128, 260 
Positions other than permanent g met ae 538, 610 144, 580 | 7, 700 
Other personal services___..-- ark jabcncucked 30, 910 24, 630 | 12, 040 
Total personal services_. 3, 394, 700 3, 188, 000 
02 Travel : a 2 110, 000 110, 000 
03 Transportation of things_..__. . 2, 568, 600 2, 303, 100 
oe : ER COI oi amneaeeeimen >= Gameae 51, 900 50, 700 
05 Rents and utility services-.- 5, 700 | 5, 600 
06 Printing and reproduction 24. 000 21, 800 
07 Other contractual services 11, 089, 900 9, 375, 900 
Payment to ‘‘Administrative operations fund”’ 1, 128, 000 975, 000 
Services performed by other agencies 8, 403, 800 5, 577, 600 
08 Supplies and materials 48, 400, 577 19, 230, 200 21, 210, 700 
09 Equipment 163, 370 57, 600 | 57, 600 

10 Lands and structures Se. 13, 199 , be 

11 Grants, subsidies, and contributions : d 181, 462 212, 100 204, 500 
13 Refunds, awards, and indemnities. ee aa 5, 655 6, 800 6, 200 
15 Taxes and asessments Re setae nb neeindadaeend 15, 265 16, 700 13, 300 
ee Ce icnicccéasuccctsewnnnd pesnGrataisikinenteraineaela 82, 035, 547 46, 300, 000 43, 100, 000 


Mr. Tromas. Let’s take a look at defense materials. We will go 
into volume 3. 
JUSTIFICATION OF THE ESTIMATES 


“Defense Materials Service, strategic and critical materials,” and 
Mr. Reporter, will you put pages III-1, Summary of obligational au- 
thority and average employment in the record ; put pages III-2, III-3 , 
[11-4 and ITI-5 in the record. 

(‘The pages referred to are as follows :) 
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Summary reconciliation of 1961 estimate to 1960 funds 


1960 unobligated balance brought forward from 1959_.--.---~-.. $108, 370, 923 
Comparative transfer to “Operating expenses, TPUS”_.------~. —32, 000 
Unobligated balance rescinded —58, 370, 923 





Unobligated balance carried forward to 1961..----------~------ —3, 668, 000 
Comparative obligation program for 1960__---_------_---- 46, 300, 000 
Decreases in 1961: 
re Materia i i eee $435, 000 
Bisrare Of Materinige. on a ee 317, 000 
Physical ‘inventorvite. 1. ee Lc 4, 334, 000 


Gpereting’ expenses. ok ee LE LT L . 256, 200 


—5, 342, 200 


Increases in 1961: 


Compading matertals.ii2ucilks ss eee 242, 000 
RON OE TO an cteneethtnceeetneeeotivenieinete 1, 102, 000 
Maintenance of industrial equipment reserve____~- 792, 000 
I ao cccensitenallnscoguaeteipeaesades ta insnccninaemetnac 6, 200 


2, 142, 200 
Obligation nioenam for 1004. <<a cc nop ene ee 43, 100, 000 


Financing: 


By direct appropriation (new obligational authority) —~-----~- 39, 132, 000 
By unobligated balance brought forward from 1960__________ 3, 668, 000 
By reimbursement from other accounts_....._.----..__--._- 300, 000 

a taal aN ai ig a a a a mcthinestatestiasicions 48, 100, 000 


Analysis by activities 


Activities 1960 adjusted Decreases Increases 1961 estimate 


f 


. Acquisition of materials. .-__- Pineal eh $7, 414, 000 $435, 000 $242, 000 | $7, 221, 000 
2. Inventory management ae i 1@ 33, 6388, OOO 4 651, 000 1, 102, 000 } 30, 139, 000 
3. N ial industrial equipment reserve-.- 2, 000, 000 |. 792, 000 2, 792, 000 
4, Operating expenses eae pene 3, 198, 000 256, 200 6, 200 | 2, 948, 000 

tal J os ea Aa ee 46, 300, 000 5, 42, 200 2. 142, 200 | 43, 100, 000 
| 
Program 
1960 


$46, 300, 000 


Change 7 ees mar St : . —3, 200, 000 


1961 a ee eee a _ 48, 100, 000 


GENERAL STATEMENT 


“Organization and operations.—The Defense Materials Service acquires and 
administers national stockpile inventories pursuant to the Strategic and Critical 
Materials Stock Piling Act, and has custody of the supplemental stockpile estab- 
lished by the Agricultural Trade Development and Assistance Act of 1954. Pro- 
grams are administered in accordance with guidelines established by the Office 
of Civil and Defense Mobilization. This Service also administers the inventory 
of machine tools and industrial manufacturing equipment established under 
the National Industrial Reserve Act of 1948. The Department of Defense makes 
selections for the reserve and provides program guidance. 

“National stockpile objectives were reduced substantially in 1958 in line with 
the changed concept as to the probable duration of a national emergency from 
5 years to 3 years. In arriving at remaining requirements to meet objectives, 
all U.S. Government inventories of strategic materials are applied. No reim- 
bursable transfers from other programs are provided for. 
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“The 1961 obligational program is $43,100,000, of which $39,132,000 will be new 
obligational authority. The balance is proposed to be financed by $300,000 reim- 
bursement for Economy Act transactions relating to storage and handling activyi- 
ties, and $3,668,000 of unobligated balance forwarded from 1960. Total 19@1 
funds have been distributed to provide $7,221,000 for new material acquisition 
and required upgrading of existing material, $30,139,000 for inventory manage 
ment and rotation, $2,792,000 for national industrial equipment reserve opera- 
tions and $2,948,000 for operating expenses. 

“Status of acquisition program.—tThe data below reflect in composite the ex- 
tent to which national stockpile objectives as of June 30, 1959, are provided for 
(a) from financing under the Strategic and Critical Materials Stock Piling Act, 
and (b) under all U.S. Government programs involving strategic materials. 

“The current basic objectives are valued at $2,330 million and maximum ob 
jectives at $4,454.6 million. June 30, 1959, prices have been used. 





“Status of acquisition 


“(In millions] 





1959 actual | 1960 estimate 1961 estimate 
Material in inventory and on order All | All | All 
National | Govern- | National | Govern- | National | Govern. 
stockpile ment stockpile ment stockpile ment 
pro- pro- | _Pro- 
grams grams | grams 
In inventory 
Basic objectives _ - agickiiam ; $2, 276.6 | $2,311.4 | $2,278.4 | $2,315.3 | $2,279. 5 | $2,317.0 
Maximum objectives -_-—....-.-- 4,118.3 4,394.4 4,125.4 4,414.9 4,127.1 | 4,420.1 
On order 
Basic objectives ; 6 5.6 an 2.9 22 
Maximum objectives - —- 6.5 25. 5 6 6.2 2.2 
Total 
Basic objectives - - 2, 277.2 2, 317.0 2, 278. 4 », 318. 2 2, 279. 5 2, 319.2 
Maximum objectives 4,124.8 4,419.9 4,126.0 4,421.1 4,127.1 4, 422.3 
Balance to be acquired 
Basic objectives Sai , 52.8 13.0 51.6 | 11.8 50.5 10.8 
Maximum objectives -_ -- 329.8 34.7 328. 6 33. 5 327.5 32.3” 





(From the Budget for 1961.) 














, oe 


| ee by activities: 


225 


Financial data is as follows: 


—_—_-— 


status of 8. & C.M. appropriation: 
Appropriation or estimate - - _- 


Unobligated balance from prior year: 





Recovery of prior- eee IMU NGA te oats oe | 


Reimbursement from other acc 


SOU. o coun encdocadadscchua 


Reimbursement from non-Federal sources_.............-.-.- 


Comparative transfers: 


From “Operating expenses, 
To “Operating expenses, T 


Total. 
Unobligated balance rese scinded_- 


Unobligated balance carried forw ard_. 


Obligations incurred_.....-- 


. Acquisition of materials: 


(a) New materials 


(6) Upgrading materials__-- 


Total acquisition of materials 


2. Inventory management: 


(a) Rotation of materials (gross) 


(b) Storage of materials 
(c) Physical inventoryi 


Total inventory n 


3. National industrial equipme 


ON Stee 


lanagement 


nt reserve: 


(a) Transportation, processing, and storage (gross) 


(6) Expansion of facilities 


Total national industrial equipment 


4. Operating expenses: 
(a) Service direction - .. 
(6) Program 


(c) Administr: itive operations 


Total operating ex 


Total obligations 


penses 


1959 


| 
| $3, 000, 000 | 


} 144, 081, 728 
2, 477, 599 

674, 521 

|} 38, 304,779 


| 1, 885, 850 |_- 


» 007 


3, 470 


1960 1961 


$39, 132, 000 


| | 
($102, 350, 792 | 
H\ 6, 020, 131 | 


3, 668, 000 


“=—$2. 000 | 


108, 338, 923 
58, 37 0, 923 








|—108, 370, 923 | all 668, 000 
82. 035, 547 46, 300, 000 
se 
| 4, 335, 293 1, 760, 000 1, 325, 000 
4, 516, 000 5, 654, 000 ] 5, 896, 000 
Dale ade atin. 
8, 851, 293 414, 000 | 7. 221, 000 
| = — = = a= —— = 
! | | 
48,148,348 | 15,352,000 | 16, 454, 000 
14, 492, 716 14, 002, 000 | 13, 685, 000 
5 234, 666 eee Be ts 
| 67, 875, 730 33, 688, 000 | 30, 139, 000 
952, 249 2, 000, 000 2, 792, 000 


904, 561 


5G, 810 





l. 438, 700 


51, 714 
82, 035, 547 


2, 000, 000 2, 792, 000 


246, 000 
1, 824, 000 
1, 128, 000 


252, 200 
1, 720, 800 
975, 000 


3, 198, 000 2, 948, 000 


46, 300, 000 | 43, 100, 0CO 
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APPROPRIATION LANGUAGE 


“Funds available for] For necessary expenses in carrying out the provisions 
of the Strategic and Critical Materials Stock Piling Act (50 U.S.C. 98-98p) 
during the current fiscal year, [shall be available] for transportation and han. 
dling, within the United States (including charges at U.S. ports), storage, se 
curity, and maintenance of strategic and critical materials acquired for or 
transferred to the supplemental stockpile established pursuant to section 104(b) 
of the Agricultural Trade Development and Assistance Act of 1954 (7 U.S. 
1704(b)), [and] for carrying out the provisions of the National Industria) 
Reserve Act of 1948 (50 U.S.C. 451-462), relating to machine tools and indus. 
trial manufacturing equipment for which the General Services Administration 
is responsible, including reimbursement for security guard services, services as 
authorized by section 15 of the Act of August 2, 1946 (5 U.S.C. 55a), and not to 
exceed [$3,230,000] $2,948,000 for operating expenses, [but total obligations of 
funds available for carrying out the provisions of the Strategic and Critical Ma- 
terials Stock Piling Act during the current fiscal year shall not exceed $50,000,. 
000] $39,132,000, with which shall be merged the unobligated balances of funds 
remaining available under this head on June 30, 1960: Provided, That to the 
extent materials sold under section 3(d) of said Act to prevent deterioration 
are excess to stockpile needs the replacement provisions of said section 3/4) 
shall not be mandatory: Provided further, That during the current fiscal year, 
there shall be no limitation on the value of surplus strategic and critical mate- 
rials which, in accordance with section 6(a) of the Strategic and Critical Mate- 
rials Stock Piling Act (50 U.S.C. 98e(a)), may be transferred to stockpiles 
established in accordance with said Act: Provided further, That no part of 
funds available shall be used for construction of warehouses or tank storage 
facilities: Provided further, That [unobligated balances of funds in excess of 
$50,000,000 as of July 1, 1959, together with] any receipts from sales [or other- 
wise,] during the current fiscal year [1960, are hereby rescinded and] shall be 
promptly deposited into the Treasury.” 

Erplanation of proposed changes in appropriation lanquage 

1. Changes in the first three lines have been made to convert from authority 
to use available funds to appropriating language. 

2. Language specifying a limitation on total obligations for the year has been 
deleted, since the inserted language includes a specific amount of new obliga- 
tional authority and authorizes use of unobligated balances to finance the pro- 
gram for 1961. Financing is made up from three sources: carryover balances 
from prior year, reimbursements from “Economy Act” type transactions, and 
the new appropriation requested. 

3. Rescission language in the last proviso has been revised to eliminate any 
specific amount. Receipts from sales would continue to be deposited into the 
Treasury, while permitting retention of reimbursements for storage and related 
services under the Economy Act. 


OBLIGATIONAL PROGRAM 


Mr. Tuomas. That is your general statement. 

Your obligation program this year for strategic and critical ma- 
terials is $43,100,000, a decrease of $3,200,000 from 1960. Your pro- 
gram is broken down into acquisition of materials, inventory man- 
agement and you throw in here for extra measure your national 
industrial equipment reserve and your operating expenses. 


The Defense Materials Service acquires and administers national stockpile 
inventories pursuant to the Strategic and Critical Materials Stock Piling Act, 
and has custody of the supplemental stockpile established by the Agricultural 
Trade Development and Assistance Act of 1954 Programs are administered 
in accordance with guidelines established by the Office of Civi nd Defense 
Mobilization. This Service also administers the inventory of machine tools and 

. 


industrial manufacturing equipment established under the National Industrial 
Reserve Act of 1948. The Department of Defense makes selections for the 
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Let’s go back to stockpiling: 


National stockpile objectives were reduced substantially in 1958 in line with 
the changed concept as to the probable duration of a national emergency from 5 
years to 3 years. In arriving at remaining requirements to meet objectives, all 
U.S. Government inventories of strategic materials are applied. No-reimburs- 
able transfers from other programs are provided for. 


That is a. good sensible statement. 


The 1961 obligational program is $43,100,000, of which $39,132,000 will be 
new obligational authority. The balance is proposed to be financed by $300,000 
reimbursement for Economy Act transactions relating to storage and handling 
activities, and $3,668,000 of unobligated balance forwarded from 1960. 

There is one sentence missing in there. You want to buy new ma- 
terials of about $1.3 million. 

Total 1961 funds have been distributed to provide $7,221,000 for new ma- 
terial acquisition and required upgrading of existing material, $30,139,000 for 
inventory management and rotation, $2,792,000 for national industrial equip- 
ment reserve operations, and $2,948,000 for operating expenses. 

Of that $7,221,000 really about $1,300,000 is for new material and 
the rest is for the upgrading. 

Mr. Hourz. That is right. 

Mr. Tuomas. $30,139,000 is for inventory management and rota- 
tion, $2,792,000 is for national industrial reserve operations, and 
$2,948,000 are your operating expenses. 

Now, look on page I1I~4. It breaks it down at the middle of the 
page into program activities. Getting down to the meat in the coco- 
nut, new materials this year are $1,325,000 to be bought, against 
$1,760,000 last year and $4,335,293 for 1959. The last 2 years and 
looking toward the third year your procurement is very, very little 
outside of your DPA program; is it not 

Mr. Turrrn. Actually, there is no new procurement in the DPA 
program. 

Mr. THomas. When I noticed this statement over here, there are 
no reimbursable transfers from other programs provided. That told 
that tale, didn’t it? 

You have two big items of expense this year. You have your 
“Rotation of materials,” $16,454,000 and “Storage,” $13,685,000. To 
operate your program, you want $2,948,000, consisting of “Service 
direction,” $252,200, as against $246,000 last year, a reduction of 
about $6,000. It looks like that reduction ought to be—— 

Mr. Osrerraa. An increase of $6,000. 

Mr. Tuomas. Yes. Actually, it shows a reduction in jobs. I was 
fixing to say it ought to show a bigger reduction than it really does. 
In program operations, $1,824,000 in 1960 as against. $1,720,800 for 
1961. That is a reduction. In administrative operations, $1,128,000 
last year against $975,000 this year. That shows a reduction. 


APPROPRIATION LANGUAGE 


How satisfactory is your appropriation language ? 
Mr. Hourz. It has been very satisfactory from our point of view, 
Mr. Chairman. 


_ Mr. Tuomas. It was changed last year. What added authority did 
it give you ? 
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Mr. Hourz. Under the language of this act we are Coane to 
dispose of and not replace those perishable items which are in the 
category of excess. 

ROTATION PROGRAM 


Mr. Tuomas. How much did you put in the Treasury last year by 
your rotation program ? 

Mr. Hotrz. We put in about $38 million in 1959. 

Mr. Tuomas. This year you have a rotation program of $16,454,000 
and you are using appr opriated funds. It must be on the theor Ys then, 
that you are going to turn around and buy. You so state in your 
justification. 

Mr. Hotrz. In our rotation program, Mr. Chairman, we will be 
doing two things. We will be rotating and replacing and we will be 
rotating and not replacing. The items that we will be continuing 
to replace under our rotation program will be cordage fiber, both 
sisal and abaca, and shellac. 

Mr. Tuomas. Your table shows a 15-percent loss. Put your finger 
onthat. You set it out here very well. 

Mr. Hourz. We show that on the abaca fiber we sell at about 33 
cents a pound and we replace at 37.3 cents a pound. On the sisal we 
sell at 11.5 and we buy back at 14.8 cents a pound. On the shellac 
we sell at 20 cents and we buy back at 35 cents a pound. 

Those three items for 1961 total $15,212,000. That is the big part, 
or the big end of the $16,454,000 gross. 

There is another item that is an expense against rotation. That is 
what we call our handling charge, the outloading, et cetera. 


RECEIPTS FROM ROTATION SALES 


Mr. Tuomas. You are really buying about $15 million worth of 
material, You are spending about $1.5 million in round figures to 
buy it and store it. What is your total rotation program? What 
I am getting at is why use appropriated funds for this? Do you 
not have enough funds and is your language not broad enough to 
pay for this new rotating program? Under the existing law you 
must put that in the Treasury. Why should not the language be 
broad enough to include that ? 

Mr. Hotrz. All sales receipts are deposited in the Treasury, s0 
we have to have new obligating authority for the total cost of those 
items we will replace i in the stockpile as well as selling expense on 
those items we don’t replace. 

Mr. Tuomas. What I am saying is your language did not go far 
enough last year. 

Mr. Turern. The language last year provided that all the receipts 
go into miscellaneous receipts of the Treasury. 

Mr. Tromas. And it is provided you do not have to replace unless 
in your judgment it is needed to meet the stockpile criteria. 

Mr. Frorre. Except for items not in excess. We have been re 
placing where we did not have the maximum objectives. That is 
the way this is built up. 

Mr. Tuomas. How much funds do you get for the materials you 
are selling and not replacing ? 
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Mr. Casto. We estimate $37,517,000 in 1960 and $36,946,000 in 1961 
which we will deposit in the Treasury. 

Mr. Tomas. And you are using $16 million to replace materials 
and you are using appropriated funds for your main storage activi- 
ties at $14 million. So you are putting into the Treasury a lot more 
money than you are taking out. So if you had authority you would 
not need about $37 million appropriated funds you are asking for? 

Mr. Turrrn. That is right. Ifthe language were changed, the ap- 
propriation request could be decreased, or eliminated. 

Mr. Tomas. What is wrong with that? 

Mr. Turrrx. There would be nothing wrong with it, Mr. Chair- 
man, if the language was changed to provide for it. 


POSSIBLE REVISION OF APPROPRIATION LANGUAGE 


Mr. Tuomas. Well, if you prepare the language and let us look 
at it, then this item can be reduced by about $37 million. 

Mr. Turrtn. That is right. 

Mr. Osterrac. Mr. Chairman, did I understand there would be a 
sale of about $20 million ? 

Mr. Tuomas. $37 million. 

Mr. Osrertac. $37 million, and the estimated cost for rotation is 
$16 million and for storage of materials $14 million, and that could 
meet that charge ? 

Mr. Turpin. Yes. 

Mr. Osrerrac. That would be a charge of approximately $30 mil- 
lion, and there is about $37 million involved in this kind of a surplus 
sale; is that right? 

Mr. Casro. $31 million as of now. That will be increased, we 
think, by about $6 million. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 


INVENTORY MANAGEMENT 


Mr. Tuomas. You have some good tables here, Mr. Turpin. 

We shall put pages III-10 and ITI-11 in the record, and this table 
on pages III-12 and III-13 and the bottom of the green sheet, page 
IiI-14. 


(The pages follow :) 





Average employment 














| Amount | 
| Department Field Total 
ieaahlencciniabtetleesiaiite sical niece pens ae 
ee ee BE OEE Tancncaceanesss. | 235. 1 235. 1 
Change... .._... ietaalbetne dirs-eteahs= scoala dean usee —3, 549, eka cec ages —40.1 —40.1 
ae ceSRwess ceewecseveeeEeeuscsuws 30, 139, 000 fecenueserens 195. 0 195.0 
HIGHLIGHT 


This covers cost of maintaining the national stockpile and the U.S. supple- 
mental stockpile of strategic materials in prime condition for use in case of 
emergency, including storage, special preservation, inventorying, rotation, and 
surplus disposal. 
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“Acquisition cost of these inventories is as follows: 


“{In millions] 


——— 


1959 actual | 1961 estimate 


OS oe EN i wncmat einen disiididoa $6, 216.2 | $6, 149.1 
a ie sah ce i ache dinceupedsssonsepeercess 604. 1 863.9 


Total national and supplemental echt 6, 820. 3 7,013 0” 


— 


Source: From the budget for 1961. 


The costs of this activity are grouped into three components, justification of 
which is expressed in terms of program and performance. The components are 
summarized below and each is discussed separately: 


1959 1960 1961 
(a2) Rotation of materials (gross). .................... Bowed $48, 148,348 | $15, 352,000 $16, 454, 000 
(6) Storage of materials SE eM Reis ee 14, 492, 716 14, 002, 004 13, 685, 000 
(c) Physical inventorying.-_.................. ‘ 5, 234, 666 | 4, 334, 000 
EL TELE NE LS A ; 67, 875, 730 33, 688, 000 30, 139, 000 


JUSTIFICATION 


(a) Rotation of materials.—‘Inventories of perishable materials are rotated 
periodically to prevent deterioration. Materials required for stockpile objec- 
tives are replaced with fresh materials to maintain the quality of such in- 
ventories. Materials which will be so rotated in 1961 are cordage fibers and 
shellac. Comparative costs to the Government are as follows: 





1959 aetua 1960 estimate | 1961 estimate 

Selling expense and replacement cost.........- : $48, 148, 348 $14, 0A5, 340 $15, 212. 000 
oe kiana 38, 303, 961 11. 477, 000 1 12, 550, 000 
bet eat to Government. ..... ..ccnnncnscnsscsecss- weleeal 9, 844, 387 2, 588, 340 2, 662, 000 





1 Since under existing (1960) and proposed (1961) appropriation language these amounts must be placed 


¥ 
in miscellaneous receipts, the full replacement cost must be included in the appropriation request. 


‘Estimates for 1961 are submitted on the basis that materials excess to stock- 
pile needs will be rotated without replacement. Such authority was provided in 
the Independent Offices Appropriation Act, 1960, and similar authority is being 
requested for 1961. Materials planned for rotation without replacement in 1961 
are castor oil, feathers and down, rubber, silk waste and noils, and sperm oil. 
Gross receipts from sales are deposited into the Treasury as miscellaneous receipts. 
Comparative estimates are as follows: 


196 1961 


Gross receipts from sales_____....---- ‘ ; $37. 517,000 | $36, 946,000 
Selling expense financed from appropriated funds_........-.-- See 1, 286, 660 , 242, 000 


Net income to Government-.-.... oes 36, 230, 340 35, 704, 000” 





(From the Budget for 1961.) 
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Rotation receipts and costs are summarized, by commodity and quantity, on 
tables classified as security information, available for reference as necessary. 

(b) Storage of materials.—‘‘Strategic materials were stored at 217 locations as 
of June 30, 1959, utilizing approximately 25 million square feet of closed storage, 
55 million square feet of open storage, and 2 million barrels of tank storage. Total 
weight of the materials in national and supplemental stockpiles approximated 
30.9 million short tons on June 30, 1959. 


1959 actual |1960 estimate | 1961 estimate 





|- 


NOTE REOROIS GONE io o caccannkeucscedgunectbbenndelyastinane $9, 889, 755 $10, 216, 385 $10, 072, 827 
Nonrecurring storage costs ance he te al tll A ae obiel 3, 771, 110 2, 759, 087 2, 405, 150 
Relocation transportation and handling.............. ete | 230, 383 667. 500 618, 300 
DERN DARGMOE 6 0c vcnscavcccockdacewcckessoutesbeebscuatts 2, 858 | 49, 028 288, 723 
a 13, 894, 106 13, 692, 000 13, 385, 000 
aT aie ad ea emia 598, 610 310, 000 300, 000 
I Br I Si ise ith tlhe sce cascada 14, 492, 716 14, 002, 000 13, 685, 000"° 





(From the budget for 1961.) 


Workloads and unit costs for these operations are shown on the following 
table and are explained in general below: 

(1) Recurring storage costs.—Covers all costs for the operation, including 
security guarding and fire protection, and day-to-day maintenance of all GSA 
storage depots, including four military facilities which either have been or are 
planned to be taken over by GSA during 1960. They also cover reimbursement 
to the Department of Defense for storage at military facilities and storage costs 
at commercial warehouses and plant sites. 

(2) Nonrecurring storage costs.—Covers repair, alteration, and improvement 
of Government-owned storage facilities, including warehouses, and tank farms; 
preparation of storage sites; repackaging of materials in long-term containers; 
protective coverings for ore piles; storage aids; handling equipment; recondi- 
tioning and preservation of containers; rehabilitation of sprinkler systems and 
other fire-protection facilities. 

(3) Relocation transportation and handling.—Covers the cost of inland trans- 
portation and the necessary handling involved in relocating materials in order 
to conform to Office of Civil and Defense Mobilization storage criteria or to 
effect savings in long-term storage costs. 

(4) Disposal handling.—Covers the cost of handling materials which are 
planned for disposal, including materials not meeting stockpile specifications 
which were mainly acquired through free transfers from other Government 
agencies after the Second World War and materials removed from the stock- 
piling list, such as agar, baddeleyite, coconut oil, and zircon concentrates. 

(5) Reimbursable operations.—Covers storage and handling at GSA storage 
depots of materials in the Defense Production Act and Commodity Credit Cor- 
poration inventories in the custody of GSA. 
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(c) Physical inventorying 








| 1959 1960 1961 
eee ~ } . — 
Total cost or estimate... ........-...--2--- . 22 ene ene eseeese | $5, 234, 666 $4, 334, 000 0 

| 
Re ee Le 


“This program was initiated in 1957, and the first cycle is scheduled for com- 
pletion by June 30, 1960. It is not planned to undertake a repeat cycle in 1961. 
(From the budget for 1961.) 

Inventory-taking costs are summarized by years as follows: 


—_—_— - 








Year Restacking | Inventory Total 
and restorage taking 

Sia hil anatase eta de | aan abel aaa a 3 

OD a eee eeu ends Ob aepek shes dheewebwesnaassmmeaennmain $1, 527, 212 $400, 732 $1, 927, 944 
1958 ee Cok Seiidiwn dew eeeerans padk aa sielibiinkipaninammaale 2, 706, 086 500, 689 | 3, 206, 775 
1959... SO | 4, 453, 096 781, 570 5, 234, 666 
1960 inn udendbasdduaweenhbie ieitb ah enileapanipaadtinabeebecignaebeddineatamate | 3, 684, 300 649, 700 4, 334. 000 
PL. sduncedsacthionanseebuseuane a 12, 370, 694 2, 332, 691 | 14, 703, 385 

' 





EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 
Personal services and staffing.—$982,800 for 195 positions, a net reduction of 2 
positions from 1960. Provides for supervision of warehouses and storage facili- 
ties, including planned takeover of four locations during 1960. Functions include 


supervision and coordination of storage programs at GSA and military establish- 
ments. 





| 19599 | 1960 1961 
omen 
Total permanent positions (all field)................-......... 181.0 | 197.0 195 
Average employment, permanent positions................... 152. 4 | ‘182.8 187 
Average employment, temporary positions.................... 123. 5 52.3 S 
Total average employment........................-..... | 275.9 235. 1 195 


Other objects.—$29,156,200 provides : 

(1) $1,400,000 transportation of things, including $1,200,000 under the rota- 
tion program; balance to conform materials pattern to OCDM< storage criteria 
as well as to effect savings in long-term storage costs. 

(2) $12,151,000 contractual services, including $7,128,100 for commercial and 
$5,012,000: for services of other Government agencies, covering storage, handling, 
space preparation at GSA, commercial and military locations, and $10,900 for 
health benefits fund. 

(3) $15,520,000 supplies and materials, including $14,900,000 under rotation 
program, and $600,000 for operating supplies under storage program for such 
items as containers, pallets, dunnage, etc., and $20,000 operating equipment. 

The remainder of $85,200 includes: 

(4) $10,000 for 435 days travel by regional supervisory personnel, at $23 
per day. 

(5) $5,000 communications; $400 printing; $1,000 incentive awards: and 
$7,600 FICA costs. 

(6) $61,200 contribution to retirement fund. 
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Classification by objects 


Actual, Progr im, | Request, 
1959 | 1960 196] 
Personal services: 
a in sited ‘ = pecs asetdinsin ee 
I eS a ka } $1, 308, 399 | $1, 068, 400 | $0R2, 800 
n> Gn UORINT OP THON on oo ecco cn ce eeweececwcceceun | 1, 308, 399 | 1, 068, 400 | 982, 800 
Other objects: | | | 
I I a | 4,150 | 10, 000 | 10, 000 
03 Transportation of things.............------- sa nee 2, 828, 072 | 1, 202, 000 | 1, 400, 000 
04 Communication services._..........................-. | 5, 870 | 5, 000 5, 000 
OS Bente end utility services............cca<o-uee Sale OD Savin wind anvakell sae 
Ce Prentine Ue Tenseaucuen... cs... ...............5-. 395 | 400 400 
07 Other contractual services_.___- Oe a a ---| 17,903,436 | = 16, 575, 000 | 12, 151,000 
08 Supplies and materials............-...-.--.-- a 45,726,004 | 14, 734, 800 | 15, 500, 000 
09 Equipmen Ne i oe 18, 666 | 20, 000 20, 000 
io: Sandee aetturnes. 4... Dh BE ieniewet an sats tel aisle 
11 Grants, subsidies, contributions....................... 56, 190 | 61, 000 61, 200 
13 Refunds, awards, indemnities.......--...----_-- cieemanial 1, 330 1, 400 | 1,000 
ee) Sans ee I ee meme 9, 979 | 10, 000 | 7, 600 
otal Mar acts 28 EG Son ns ec ccces ween 66, 567,331 | 32,619,600 | — 29, 156, 200 
Total obligations.._....-- iteadeet ctteedtadcdha decane | 67,875,730 | 33, 688, 000 30, 139, 000 
Position data: | | 
Ds CHT, BE PERU « 6c. one cecccccceccncncucse sal $4, 996 $5, 040 | $5, 018 
Average grade, GS positions... ...ccncacdeceneceeencencen! 6.0 6.1 | 6.1 


Mr. Tuomas. As you said a while ago, you are requesting for 1961 
$16,454,000 for rotation of materials and $13,685,000 for storage of 
materials. You finally took a physica] inventory over 3 or 4 years 
for about $14 million ? 

Mr. Fioere. Yes, sir; of which about $2.5 million was the cost of 
the inventory itself and the rest was crating and packaging, restack- 
ing, and restorage. 

Mr. Tuomas. Was it worth the money ? 

Mr. Froere. I think it was. 

Mr. Tuomas. You know what you have now. 

Mr. Frorre. We know the variation is negligible and we have the 
inventory in good shape. It would have had to be done ultimately. 


ROTATION OF MATERIALS 


Mr. Tuomas. This is a good paragraph 
a) i 


Inventories of perishable materials are rotated periodically to prevent de 
terioration. Materials required for stockpile objectives are replaced with fresh 
materials to maintain the quality of such inventories * * * 

Estimates for 1961 are submitted on the basis that materials excess to stock- 
pile needs will be rotated without replacement. Such authority was provided 
in the Independent Offices Appropriation Act, 1960, and similar authority is being 
requested for 1961. Materials planned for rotation without replacement in 1961 
are castor oil, feathers and down, rubber, silk waste and noils, and sperm oil. 
Gross receipts from sales are deposited into the Treasury as miscellaneous 
receipts, 


RELOCATION TRANSPORTATION AND HANDLING 


There is one item I want to ask about, and that is relocation trans- 
yortation and handling, for which you had $230,383 in 1959, $667,500 
in 1960, and this year you are requesting $618,300. You say this 
item— 
covers the cost of inland transportation and the necessary handling involved in 


relocating materials in order to conform to Office of Civil and Defense Mobiliza- 
tion storage criteria or to effect savings in long-term storage costs. 
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What about the decentralization program? What is being done 
about it? Most of this material is stored in how many different 
locations ¢ 

Mr. Turrtn. 215 locations. 

Mr. Tuomas. Yes, but the lion’s share is in about 44? 

Mr. Hourz. It is a fact that most of this material is east of the Mis- 
sissippi River. alae 

Mr. Tuomas. What about your decentralization program? If the 
country gets bombed they will hit the industrial East first and then 
we will have to start a new stockpile. 

Mr. Horrz. We went through substantial exercises on this with 
OCDM, and while it is true when you get direct hits you get bomb 
damage, according to the tables developed by OCDM very few places 
will not be affected by fallout. 

Mr. Tuomas. Fallout is not going to hurt all that lead and cobalt 
and so on. 

Mr. Hottz. It may not hurt the material as such but access to the 
material will be limited because of the fallout. We pursued this pretty 
vigorously with OCDM and they came up with the conclusion that to 
relocate this material now was not worth the enormous expense that 
would be involved. 

Mr. Tuomas. What is this $618,300 item ? 

Mr. Horrz. 5,855,000 tons are to be relocated from the naval depot 
at Louisville to Jeffersonville at a cost of $22,900 

Mr. Tuomas. What isthe purpose of transferring it ? 

Mr. Hotrz. To save storage costs. 

Mr. Tuomas. Where is it now ? 

Mr. Horrz. It is at the naval depot at Louisville. 

Mr. Toomas. And where is it going ¢ 

Mr. Hourz. To Jeffersonville. 

Mr. Tomas. That is Government property. You do not pay rental 
onthat,do you? Why are you moving it? 

Mr. Hourz. In order to save a storage charge we pay to the military. 

Mr. THomas. You mean you will get a cheaper rate out of the 
Army than the Navy ? 

Mr. Hourz. We will be operating Jeffersonville ourselves and will 
have a lower charge there than at Louisville, where we pay the Navy. 

Mr. OsrertaGc. You are paying the Government, in other words? 

Mr. Hoirz. We have to reimburse the military departments because 
they perform certain services. 





ENTRY PORTS FOR MATERIALS 


Mr. Tuomas. Which ports do most of these materials come from? 

Mr. Horrz. Aluminum is coming from domestic sources at the 
present time. 

Mr. Tuomas. I notice you are not implementing either program, 
but generally speaking which ports do most of these materials come 
from ? 

Mr. Horrz. New York, Philadelphia, Baltimore, and some in the 
gulf; very little through the West. 

Mr. Tuomas. None from the west coast ? 

Mr. Hotrz. Very little. 
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Mr. Hartan. We will be getting some manganese from India 
through the west coast. 

Mr. Tuomas. You got most of the manganese from India before 
Russia cut you off. Where did it come in? 

Mr. Horrz. New York. 

If you would like, Mr. Chairman, we can submit the details for the 
record. 

EMPLOYMENT 


Mr. Tuomas. What is your personnel load now ? 

Mr. Hoitz. We have at the present time—— 

Mr. Tuomas. 195 people ? 

Mr. Hotrz. That is the storage department, nonlimitation storage 
people. 

Mr. Tromas. Where is your overall personnel people / 

Mr. Horrz. On page III-1 there isa breakdown of it. 

Mr. Tuomas. What is your total employment this year against 
1961? 

Mr. Hotrz. We had 623 on board December 31, 1959, and that 
compares with an average of 731 for 1960 and 649 for 1961. That 
covers all programs, DPA and all of them. 

Mr. Tomas. You have 731 average positions on your table. I 
presume that is about 800 jobs, and you reduced it to 648 positions 
for 1961. That is for all three of your programs. For your critical 
materials program, though, you still have 589 positions in 1960 and 
you reduced it to 528 for next year. Are those man-years ¢ 

Mr. Hoirz. Yes, man-years 


Mr. Chairman, last year you asked us to submit a comprehensive 


table on this and we have it if you would like to have it. 
It shows comparative data clear across the board. 


(The table follows:) 


6 to 1961, inclusive 


95 


strategic and critical materials, 1 


e Materials Service employment 


Defens 
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Mr. Tuomas. Is this enough reduction in your manpower? In all 
your divisions you have other employment. You do not even report 
any for abaca this year. For “Strategic and critical materials” you 
have 591 jobs. That is about 650 positions, is it not, and you reduce 
it to 528 man-years, and that would be in the neighborhood of 575 
jobs. So you show a reduction of about what, 60 or 70 jobs? 

Mr. Hourz. Thirty-one permanent positions and quite a number of 
temporary wage board positions used on the physical inventory 
project. 

Mr. THomas. Should there not be a bigger reduction than that? 

Mr. Hotz. I do not think so, Mr. Chairman. 

Mr. Tuomas. You are not doing anything sizable in your DPA 
program this year, are you ? 

Mr. Hoxirz. We are still administering the outstanding contracts. 


DPA MATERIALS DELIVERIES 


Mr. Tuomas. But you are not handling any materials, are you? 

Mr. Houtrz. Yes. We are getting sizable accretions of material 
under DPA. 

Mr. Tuomas. Where isthat? I could not find it. 

Mr. Horrz. It may have been covered by Mr. Floete yesterday. 

Mr. THomas. Do you set it out in narrative form ? 

Mr. Hottz. No, sir. 

Mr. Tuomas. Let us stick with DPA. 

Mr. Hotrz. We got $246.6 million deliveries under DPA in 1959. 

Mr. THomas. What are you doing in 1960 ana 1961 ? 

Mr. Hotrz. In 1960 we will get $163.4 million and in 1961, $120.4 
million. 

Mr. Toomas. What isthe nature of the materials? 

Mr. Horrz. Aluminum, nickel, some copper, cobalt, and manganese, 

Mr. Tuomas. Ninety percent aluminum ? 

Mr. Hotrz. No; nickel is the big one, Mr. Chairman. 

Mr. Tuomas. And it is all financed not out of appropriation funds 
but out of the revolving fund ? 

Mr. Hotrrz. That is right. 

Mr. Tuomas. You have not given us any material on your re- 
volving fund. I call it the revolving fund; it is the DPA fund? 

Mr. Turrrn. That is right, although employment under DPA is 
provided in this first sheet. 

Mr. Tuomas. You tell the Bureau of the Budget we want some nar- 
rative and we want you to spell out in detail what you have done with 
the taxpayers’ money. 





He 
Mi 
milli 


M 

M 
taki 
still 
of 1¢ 
1961 

M 
in th 
you 
year 
“M 
a St 
ant 


Lot € 


to 4 











239 


How much is involved in your DPA operations this yea 
Mr. Turpin. On deliveries this year under DPA we -pec wl $163.4 
nillion and in 1961 about $120 million. 


STATUS OF DPA REVOLVING FUND 


Mr. Tuomas. What is the status of your DPA fund? 

Mr. Turpin. Under the DPA fund in total it is expected, after 
taking care of deliveries which we will have to pay for in 1961, we will 
sill come out with a cash position of about $4 million-plus at "the end 
of 1961. ‘This means there will not be need for appropriated funds in 
1961 to carry out that program. 

Mr. Tuomas. Of course if you sell any of that material that will 
in the fund and instead of depleting it you will add toit. What will 

you do with the $126 million worth of DPA material you will get this 
year 
’ Mr. Turprn. Our financial picture for DPA indicates we will have 
4 $4 million balance at the end of 1961, which takes into consideration 
anticipated sales of about $20 million during that year. 

Mr. Tuomas. Of what? 

Mr. Turrrn. Mostly nickel. 

Mr. Tuomas. There is no demand for aluminum ? 

Mr. Turrin. No, sir. Mr. Floete is working on that, but it is still 
a problem. 

Mr. Tuomas. How does your directive read from OCDM on the 
disposal ¢ 

Mr. Froere. It requires that OCDM gives us authority to dispose of 
agiven item after consulting with the various agencies involved. We 
have asked for and received that authori ity ina ‘umber of cases. We 
have not gotten around to aluminum yet. 

Mr. Tuomas. You are supposed to consult with the agencies 
involved and with the industries involved ? 

Mr. Fiorre. That is our general requirement. 

Mr. THoomas. What about foreign governments? 

Mr. Frorre. Only through the State Department. 

Mr. Toomas. Do you not have men going overseas on this problem ? 


Mr. Frorre. We do not. 


Mr. Tuomas. OCDM has a man consulting with the British and 
other governments. 

Mr. Fioere. The status of this DPA matter is about as follows: 

We have a total exposure as of December 31, 1959, that is, if we 


got everything we could get under all DPA contracts it would amount 
to $763.881.000. 


53225—60—pt. 2——-16 
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Every 3 months we go over this list and make as good a guess as 
we can on deliveries and our present guess is we will receive $419 
million of that amount, $86 million during the last 6 months of fisea] 
year 1960; $148 million in 1961; $90 million in 1962; and after 1969, 
$95 million. 

That is as good a guess as we can make on the situation. We have 
worked hard on every one of these contracts to reduce the liability 
of the Government and we have been reason: ably successful in the 
past, but, as I have said before, we are getting down to the contraets 
that are pretty hard to deal with. We have not given up. 

Mr. Tuomas. These are hard cases you are spe: aking of and I know 
you have done a tremendous job, and I think the taxpayers of the 
country are greatly indebted to you and your fine organization for the 
job you have done. But all the facilities producing this excess ma- 
Seri you are now wrestling with were contracted by virtue of what 
we call the DPA fund, were they not 2 

Mr. Fuorre. Yes. 

Mr. Tuomas. It was a fund that was not procured from the Con- 
gress but it was procured by the Treasury, or set up by the Treasury, 
through what we call back door financing ? 

Mr. Fiorre. Congress approved it. 

Mr. Tuomas. Congress approved the fund but not the way that 
money was spent from year to year. If the Congress had not divested 
itself of its authority to pass on the way the money was spent from 

year to year, probably your headaches would not be as severe as they 
are tod: ay. Is that a reasonably accurate statement ? 

Mr. Froere. If it was watched that way ? 

Mr. Tuomas. Suppose it came before this committee, what do you 
think? Do you think your headache would be as bad today as it is? 

Mr. Yates. Were all those contracts negotiated during the Ko- 
rean period ¢ 

Mr. Fuorre. Practically all of them. 

Mr. Yates. What percentage ? 

Mr. Fiorre. Ninety percent. One was entered into 3 years ago, 

Mr. Yates. Freeport ? 

Mr. Frorre. That was 3 years ago, and Harvey was 1954. But 
practically all of them were during the Korean period. 

Mr. Toomas. How much do they total dollarwise ? 

Mr. Fuoerer. Over $9 billion, I believe. 

Mr. Turpin. Approximately $8 billion. 

Mr. Yates. It was $9 billion last year in the hearings. 
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Mr. Turrry. The total figure was $8 billion, and of that the con- 
tacting done by GSA was $7.5 billion. 

Mr. Tuomas. Gentlemen, we will go to our offices now and meet 
here tomorrow morning at 10 o’clock. 


THourspay, Fresruary 11, 1960. 
Mr. Tuomas. Yesterday we were just about to wind up DMS. 
STATUS OF REVOLVING FUND, DEFENSE PRODUCTION ACT 


At this point we will insert a statement prepared by our distin- 
guished friend, Mr. Turpin, showing the status of the DPA revolving 
fund. We will insert pages 1 and 2 of this statement. 

(The pages referred to follow :) 


REVOLVING FUND, DEFENSE PRODUCTION ACT 


Under section 304(b) of the Defense Production Act of 1950, as amended, 
designated agencies are authorized with Presidential approval to incur obli- 
gations and make expenditures for the purpose of securing expanded production 
in furtherance of the defense effort. 

The program has been conducted through a revolving fund, financed by bor- 
rowings from the Treasury. The act provides that the amount borrowed shall 
not exceed an aggregate of $2.1 billion outstanding at any one time, but permits 
contingent liabilities to be considered as obligations only to the extent of the 
“probable ultimate net cost” to the United States, rather than the full amount 
of the gross commitments made. 

Programs must be certified as essential to the national defense by the Office 
of Civil and Defense Mobilization. As of December 31, 1959, that Office had 
made the following program certifications : 


Gross transactions and borrowing authority certified as of Dec. 31, 1959 


{In thousands} 


Borrowing authority 


Gross trans- 


actions Working | Probable 
Total capital | ultimate net 
cost 

General Services Administration a $7, 643, 898 $1, 912, 000 $888, 701 | $1, 023, 299 

Treasury Department wn 430, 389 166, 600 165, 000 | 1, 600 

Department of Agriculture _ 110, 583 | 67, 784 |...... — 67, 784 

Department of Interior ‘ 35, 800 | 35, 800 |_..-- : 35. 800 

Export-Import Bank of Washington ce 45, 206 | 25, 500 IRIE Nccktnnticttoncdnouan 

Total certified......_.- Ne ee 8, 265, 876 | 2, 207, 684 1, 079, 201 1, 128, 483 

Unused balance <5 a a al MG licmutinacatawud tomamcieuenae 
Total authority i aS Tice So | 12, 208, 000 }...... 


1 Includes $108 million appropriated in fiscal year 1959. 








As one of the inducements for expanding production, most of the contracts 
provided a guaranteed market for the production from the expanded facilities, 
As the result of the slowdown in the civilian economy in calendar year 1958 
much of this production could not be marketed for industrial use. Therefore, 
significant amounts of materials have been delivered to the Defense Production 
Act inventory under options included in the contracts. 

Investment in the inventory as of December 31, 1959, was $1,435 million, 
as compared with $1,287 million on December 31, 1958. Exhibit A shows invep. 
tory by commodity as of December 31, 1959. 


Projected status of GSA Defense Production Act inventories 
{In millions] 


} 





1960 1961 1962 Total, 1960-65 

Inventory, beginning of fiscal year_...........- ! $1, 371.6 $1, 497.4 | $1, 627.7 | $1, 371.6 
ne ae ee no----2----------/ 182, 4 | 147.7 90. 3 515.7 
|—---— |— - _ - — a 

i oe oda , 554.0 | 1, 645.1 1,718.0 1, 887.3 
Sales: oe 
A I nic. ioc:ssnsneigsnsh cco teeimepeinaoaperetattel ani 56.6 | 17.4 | 74.0 

To national stockpile............-- ahaa | sabe 
Nl ik a asl 56.6 17.4 74.0 
Inventory, end of fiscal year..................-- 1, 497.4 1, 627.7 1,718.0 1, 813.3 


Until June 30, 1958, it was assumed that a substantial portion of these 
materials could be sold to the national stockpile to fill stockpiling needs. How- 
ever, stockpile objectives have been reduced sharply as the result of a change 
in defense planning concepts from a 5-year war basis to a 3-year war basis. 
Sales to the national stockpile were discontinued in November 1957 and no 
stockpiling funds have been budgeted for this purpose since that time. In 
addition, Defense Production Act materials are not disposed of on the open 
market where sales would disrupt the world market. 

Present forecasts indicate that the revolving fund will be exhausted as far 
as cash and borrowing authority are concerned early in 1962, thus eliminating 
the need for additional appropriations in fiscal year 1961. Exhibit B, which is 


summarized below, shows in detail the probable cash requirements through 
1965. 
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Based on the December 31, 1959, forecast of deliveries under existing com- 
mitments, the estimated cumulative net cash requirements (expenditures) 
through fiscal year 1965 are summarized below. 


{In millions] 











| 1960 1961 1962 | ‘Total, 
| | 1960-65 
—_—— — - _ es ———— - - =— | — - — 
Cumulative net expenditures, beginning of year (July 1).| $1, 989.7 $2,081.4 | $2,193.9 $1, 939. 7 
Purchase of materials (GSA)___- beet ae a ee AN 182. 4 147.7 | 90.3 | 515. 7 
ST MURINE Sa Tet 25. 0 eid 12.1 296. 4 
Other expenditures, net (all agencies) .._.._..__.._____- —65. 6 —35.9 | —13.5 —167.1 
Cumulative net expenditures, end of year (June | 
TD i mete a a cand a deca Ree at | 2, 081. 5 2, 193.9 | 2, 282. 8 2, 584. 7 
Add working cash requirement._._._............______. | 15.0 10.0 | 8.0 0 
, oa | ’ Stee culpa nied 
Total financing required. ____._.__.._...- deenct | 2, 096. 5 | 2, 203. 9 | 2, 290. 8 2, 584. 7 
Available under borrowing authority and appropriation_| 2, 208. 0 2, 208. 0 2, 208. 0 2, 208. 0 
a et nae aes a oe fi oe 
Balances (-+-) or Geticit (—).. oo cee newecccsen +111. 5 +4.1 —82. 8 —376.7 
| 











The $108 million supplemental provided us last year was used to retire notes 
held by the U.S. Treasury on prior-year borrowings. 
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Mr. Tuomas. This shows gross transactions out of the borrowing 
fund up to December 31, 1959, totaling $8,265,876,000. These are al] 
what we affectionately call back door transactions with the Treasury, 

We have two tables we would like to insert in the record in this 
regard. I believe it was testified yesterday that, as far as the stock. 
pile is concerned, all Government stockpiles have in excess of $8 bil- 
lion worth of material on hand, and 50 percent of that $8 billion worth 
of material is excess to the needs of the national stockpile. Is that 
correct, Mr. Holtz? 

Mr. Hotz. It is $8.4 billion at acquisition cost. 


STATUS OF RAW MATERIALS 


Mr. Tuomas. Insert in the record at this point a summary page 
marked “1” which gives you the figure of $8 billion market value. 
(The page referred to follows 3) 


Summary of raw-material inventories and on order as compared to maximum objec- 
tive showing excesses to objective for inventory on hand and ¢ xpected excesses arising 
from inventory on hand plus estimated deliveries, as of Dec. 31, 1959 


Acquisition cost Market value 
1. Stockpile grade (total) .. $8, 166, 236, 200 $8, 200, 688, 400 
(a) Inventory 
Within objective___-. 4 315, 023, 300 4, 672. 568 600 
Excess 3, 284, 623, 600 2, 959, 460, 500 
Total 7, 599, 646, 900 7, 632, 029, 100 
(5) On order: 
Within objective___. 22, 908, 100 23, 713, 0 
Excess 543, 681, 200 544, 045, 400 
Total SAG. SRO 300 568, 659. 300 
2. Nonstockpile 
Inventory 399, 651, 600 
On order__.. 11, 757. 000 
3. No stockpile objective: 
Inventory 410. 286. 800 
On order.... 18, 306, 300 
4. All materials (total) 9, 006, 237, 900 
(a) Inventory_.... : | 8, 409, 585, 306 saa 
(6) On order... a 7 cam 596, 652, 600 





INVENTORIES ON HAND AND ON ORDER, DECEMBER 31, 1959 


Mr. Tuomas. Also insert from the unclassified material another 
statement which goes into a little more detail. It gives the status of 
the national stockpile, defense production activities, CCC barter pro- 
gram, and the supplemental stockpile. This is dated as of Dec vember 
31, 1959, and it shows what you have on hand and on order for all 
of your programs. Instead of having a total figure of $8.2 billion you 
have a round figure of slightly in excess of $9 billion. Is that 
correct ? 

Mr. Hotrz. Yes, sir. 

(The information requested follows :) 
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All grades of inventories on hand and on order as of Dec. 31, 1959, at cost 


’ 


[Millions of dollars} 


| 







































On hand On order Total 
|— = = Hee 
Amount {Percent}; Amount | Percent} Amount | Percent 
—_ = _| - a } nes aque eoeenincioe 
1. National stockpile..............- : .-| $6, 209. 73.8 18.6 3.1 69.1 
9, Defense production activities __- oa Sane 16.8 | 408. 9 68.5 20.2 
SE Sa ee ee ee 135. 4 1.6 | 169. 1 28.4 3.4 
4, Supplemental stoc kpile cub pagaghaatmenbihcue 644. § aad 0 0 7.2 
IE TA MI I BI es 0 ereneciendassininsta nietacen ccna nines | 9.§ an 0 S. 4 oF 
| A x ht 
6. Total, all programs: 
Ce 2200 OL, Bes ak ccdeksoncsscdocs | 8,409. 100. 0 596.6 | 100.0 9, 006. 1 100.0 
(0) F006 BO, 19ND... -ons oc nceceswown- 6,206.8 } 002.5 TBO ccectch. CAR eras 
= biel eunateente teen = iaitiiiealheaitciatdalia al ee 
(c) Change, fiscal year 1960....-- Dee eo at let at arn ner enneterrto 
' 
Oe - : ae Be ea | 








Mr. THomas. Willthe DMS people supply at this point in the record 
the amount of the cost of this program’ When did this program go 
into effect, 1948 ? 

Mr. Fvoerr. 1946, Mr. Chairman. 

Mr. THomas. Then the CCC barter program came into effect in 
1954. 

Mr. Hoirz. That is right. 

Mr. Tuomas. When did what we commonly call the Interior Depart- 
ment stockpile come into effect? Was it 1956? 

Mr. Turrrn. Public Law 733, 84th Congress. It was enacted July 
19, 1956. 

Mr. Tuomas. And your CCC program was 1954. 


COST OF STOCKPILING 


At this point give us a figure from the beginning of these three 
programs showing all the costs, and by costs I mean the administrative 
costs, all your tr: ransportation costs, your warehousing costs, salary 
costs, and all aspects of the w arehouse, rotation program, and your 
top administrative costs. 

If you can think of any other element to show a total figure since 
the beginning, include that. 

(The information requested follows :) 
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Mr. Tuomas. The table we offered a while ago shows you have a 
rofit of some $200 million in the stockpile based upon present prices 
of the material. Of course, that figure a year or 2 years from now 
can go up 15 or 20 percent or go down 15 or 20 percent. The complete 

re will show what the costs I have delineated are. 

Does anybody have a horseback opinion of what they are, $300 
million, $400 million ? 

Mr. Turpin. Probably in the neighborhood of three or four hundred 
million dollars, Mr. C hairman. 
Mr. Tuomas. Without going into detail on that part of $4,200 mil- 
lion excess of the needs ‘of the stockpile, would it do any harm to 
mention for the record some 12, 15, or 24 of those items whieh are 
in excess ¢ 

Mr. Hoirz. Manganese, nickel, copper, lead, tungsten, zine, rubber, 
cotton. Cotton is no longer on the list but it is still around. 

Mr. Tuomas. How many bales? 

Mr. Hourz. Approximately 220,000 bales. 

Mr. Troomas. I think I saw 100,000 stored in two or three ware- 
houses. 

Mr. Hourz. We have a lot stored in Massachusetts. Then there is 
aluminum, of course. 

On the perishable side you have palm oil, castor oil, feathers and 
down, coconut oil. 





ROTATION PROGRAM 


Mr. Tomas. On the rotation program you will rotate some castor 
oil, feathers and down, rubber, silk, sperm oil, and so on. Of those 
products you will rotate are they all in excess of the stockpile needs? 

Mr. Honrz. We will be rotating cordage fiber both abaca and sisal, 
and shellac; and replace them. 

The items where we are in excess and where we do not plan to re- 
place are castor oil, feathers and down, rubber, silk waste and noils, 
and sperm oil. Those are five we will not be buying back. | 

Mr. Tuomas. For that you have listed in the budget $16,450,000 of 
appropriated money ¢ 

Mr. Hourz. That is correct. 

Mr. Tomas. Any questions on the stockpile ? 


M. funds 


MICA 


& C. 


Mr. Jonas. [I see mica on the special list of materials you furnished 
the committee. I wonder what you can tell me about the situation 
| perta ining to mica right now? 
Mr. Hourz. At the rate it has been pes to us in the past several 
months it appears we will be meeting the actual tonnage figure of 
25,000 short tons under the domestic pure hi ase regulation some time 
| In the third quarter or the latter part of calendar year 1961. This is 
6 to 9 months ahead of the normal termination date, the calendar ter- 
mi hi Hao n date, whie hi IS June oa, 1962. 
Mr. Jonas. You have not yet reached that? 
_ Mr. Hourz. We will have to go on with that program until well 
nto calendar 1961. 
We will, however, be terminating the foreign contracts. 


hi 
3 
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NATIONAL INDUSTRIAL EQuirpMENT RESERVE 


Mr. Tuomas. Insert pages 15 through 17. This deals with the na- 
tional industrial equipment reserve. 
(The pages referred to follow :) 


Average employment 





} Amount nteiiiilieesiaiiiiaadll ieee 
Department Field Total 
— —_——— — a SE x a ta —— ——. 
cain nadien tng ha edit aia Lisbiseningrimegpicterinn RO a 118.1 | 118, 
Ie hea Se el i +792, 000 |......-- +E —5.6 | —5 eR 
— pone apennemen ieee ae 
ae acide actiroecin rareestciaiesaieieceedenecsieaeaie DRT Seocicminsoneme | 112.5 | 112.5 
ital . — cumin — uttatnidee ee tL 








HIGHLIGHT 


“The reserve authorized by the National Industrial Reserve Act of 1948 eop- 
sists entirely of machine tools and industrial manufacturing equipment selected 
by the Seeretary of Defense from lists of such property declared excess to the 
needs of the three military departments and other executive agencies. Based 
on estimates of the Department of Defense, it is anticipated that for the next 
2 years approximately 3,000 items will be selected annually for the reserve from 
excess declarations of production equipment compared to 1,678 for 1959. 

“Machine tools and other production equipment in the national industria] 
equipment reserve are intended primarily for the expansion in an emergency 
of defense-supporting industries such as manufacturers of ballbearings, gears, 
tools and dies, and machine tools. Each of the military departments also main- 
tains a reserve of production equipment for the current and mobilization require 
ments of direct military contractors and producers specifically designated as 
mobilization suppliers. 

“Estimates for the national industrial equipment reserve for 1961 are based 
on the selection of 3,000 items, the same rate of selection estimated for 1960. 
A total of 1,678 items were selected for the reserve in 1959. 

“No expansion of facilities is planned for 1960 and 1961, since sufficient 
dehumidified space will be avialable to cover requirements for these years as 
well as the first 6 months of 1962.” (From the budget for 1961.) 

The 1961 estimates include loading costs at points of origin for equipment 
selected for the NIER by the Department of Defense. These costs have not pre 
viously been included in GSA budget estimates, but certain units of the Depart- 
ment of Defense have been requesting reimbursement for such services. 

Costs are summarized below : 


1959 1060 1961 
(a) Transportation, processing, and storage (gross $952, 249 $2, 000, 000 $2, 792, 000 
io): Bxpemelon OF Gactitics.... 2 .c0022.<2~--- sc 904, 561 
Total cost or estimate _._. a ee 1, 856, 810 2, OOO, 0OO 2, 792, OO 


JUSTIFICATION 


(a) Transportation, processing, and storage.—Covers generally nonrecurring 
costs of transportation, handling, processing, and testing of tools for long-term 
storage, and recurring storage costs. For 1961 also includes loading costs at 
origin for tools selected for NIER, which costs formerly were paid directly 
by the military departments. 

More detailed identification of cost categories follows: 

(1) Transportation of equipment from location at time of selection to NIER 
processing and storage center and some transportation in connection with leas- 
ing of equipment. 
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(2) Loading costs include skidding and loading on common carriers of equip- 
ment at the plant or depot where located at time of selection. 

(3) Material handling includes handling of new selections, handling of leased 
items in and out, handling of equipment within facility transfers, and disposals. 

(4) Processing includes analytical testing of operating conditions of the equip- 
ment and preparation for long-term storage. 

(5) Machinery upkeep includes operation of dehumidification system, periodic 
equipment inspection and reprocessing of equipment to extent necessary. 

(6) Building maintenance includes maintenance and upkeep of storage facility. 

Analyses of inventory changes and transportation, processing and storage work- 
jad and costs for 1959-61 are shown on exhibits A and B, pages III, 18, 19. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 
Personal services and stafiing.—$614,400 for 116 positions, a net reduction ef 5 
positions from 1960. Covers personnel at preservation depots engaged in the 


care and preservation of industrial equipment scheduled for entry into the na- 
tional reserve. 





| 1959 1960 1961 
Spceiateiiinns piety moments —_—+———— 
Total positions (all in field)._._..._- tah aah bededdteauaband 114.0 121.0 116.0 
Average employment__-- . ete a | 101.4 118.1 | 112.5 





Other objects.—$2,177,600, of Which $2,011,000 provides: 

(1) $560,000 for movement of equipment selections from contractor’s plants 
to GSA facilities, as well as between NIER depots. 

(2) $1,451,000 for contractual services, including $900,700 for commercial 
wrvices, $544,000 for services by other Government agencies and $6,300 for 
health benefits fund. 

The remainder of $166,600, or 6 percent of total estimate, provides: 

(3) $2,000 for travel by regional depot supervisory personnel, 87 days at 
$23 per day. 

(4) $3,500 communications ; $1,000 printing . 

(5) $3,500 for rental of equipment and facilties. 

(6) $90,700 for program and administrative supplies to be expended on 
program operations. 

(7) $20,000 for purchase of specialized processing and testing equipment. 

(8) $39,900 contribution to retirement fund. 

(9) $1,000 incentive awards; and $5,000 FICA costs. 

Mr. Tromas. The reserve authorized by the National Industrial 
Reserve Act of 1948 consists entirely of machine tools and industrial 
manufacturing equipment selected by the Secretary of Defense and 
the General Services Administration is truly a good servant here. 
You are merely an agent. 

It is anticipated for the next 2 years approximately 3,000 items will 
be selected annually for the reserve from excess declarations of 
production equipment compared to 1,678 for 1959. 

[ notice this program increases $792,000 for this year which makes 
a total expense of $2,792,000. 

You have a request for 112 jobs which is a reduction of 5. Is that 
correct 4 

Mr. Honrz. That is correct. 

Mr. Tuomas. This total cost of $2,792,000 for 1961 is all for trans- 
portation, processing, and storage. 

here is no expansion of facilities. 
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OPERATING EXPENSES 


Let us look at the operating costs. I have a figure of operating 
expense noted here. Insert pages I1I-22 through 28. 
(The pages referred to follow :) 


j ” LS 
Average employment 
Amount | 


} } | To 

Department Field | Total 
1960 : . : = ee $3, 198, 000 113.9 122. 2 236.1 
Change oe a sass 250, 000 | 1.0 11.4 ~154 
1961__. RA. = 4 2, 948, 000 109. 9 110.8 “207 


HIGHLIGHT 


“Covers all expenses at the central and regional office levels for administering 
programs financed under this appropriation head including the Defense Ma. 
terials Service and the integrated staff offices of General Services Administra- 
tion. Decrease in workload in 1961 from 1960 will be limited. However, better 
supervision and increased economies due to mechanization and improved oper- 
ation methods will permit an overall reduction of $250,000 in 1961.” (From the 
budget for 1961.) 

Costs of this activity are reflected in three areas summarized below and dis- 
cussed in further detail hereafter. 








1959 1960 1961 
Amount Man A mount | M A moun | Man- 
aI'S | year 
. : 4 . ~-. ‘ | x | 
(a) Service direction............-. re $237,752 | 21.1 $246, OO 20.7 2, 200 21.0 
(6) Program ene ee 1, 62} 219.4] 1,824,0 215.4 | 1,720,800 | 199.7 
(c) Administrative operations --___- ..| 1,438,700 | 1, 128, 000 975, 000 
Total operating expenses_....... 3, 451, 714 240. 5 3, 198, 000 236. 1 2, 445, 000 220.7 
1 Employment for administrative operations i ywn under the AO fund 


JUSTIFICATION 


(a) Service direction.—General direction over all programs assigned to De 
fense Materials Service is provided by the Commissioner and his immediate 
staff, including the offices of two Assistant Commissioners and the executive 
assistant. Supervision is provided in Boston, New York, Washington, D.C, 
Chicago, and Dallas by DMS regional directors responsible for carrying out 
program operations in these areas of major stockpile activities. The positions 
requested represent the staff required to provide adequate direction, planning, 
control, and management of DMS programs. 

During early 1960, as a part of other organizational realinements, the Office 
of Program Development was abolished. Its responsibilities for program plan- 
ning and evaluation were transferred to the service direction activity with a 
net reduction of one position as shown in the comparative staffing table below. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS (SERVICE DIRECTION) 


Personal services and stafing.—$199,100 for 21 positions distributed as 


ng follows : 











1959 1969 1961 
— | --— — -- 
| 


BE NED... conc cn er cnnencenscnsesantnokecascalecuiieseses 12.0 11,0 il 
= Regional offices .......-..------------------------------------ 10.0 10.0 10 
| anata altel ateeaceeammeian ean 22.0 21.0 21 
oe Average employment-......---.-.-.------. eecceeenssasceeewee 21.1 20. 7 21 











Other objects.—$53,100, or 21.1 percent of estimate, provides: 

(1) $6,000 for travel, based on 110 days for departmental and 130 days for 
field, all at $25 per travel day. 

(2) $9,000 for communication services, including $6,000 postage fees. 

(8) $17,200 for contractual services, including $1,200 for health benefits fund. 

(4) The remainder of $20,900, or 8.3 percent of estimate, provides: $12,900 
contribution to retirement fund ; $400 transportation ; $1,500 printing ; $1,800 sup- 
plies ; $3,500 office machines and equipment under current replacement program ; 
$700 incentive awards; and $100 FICA costs. 

(b) Program.—Covers all other personnel and related expenses of the Defense 
‘the Materials Service at the central and regional office levels for programs financed 

mer the “Strategic and critical materials” appropriation head. Provides over- 

dis- all project administration and materials management, including acquisition, 
upgrading, qualitative maintenance, storage, inspection, rotation, and disposal 
of strategic and critical materials; technical, economic, and marketing research 





—- 
- | SIF 
ag 


= 





| and analysis of the factors involved in the conduct of such operations; and 
management of the national industrial equipment reserve. 
Staff requirements and other expenses are as follows: 
vian- 
ears dita dai 
a 1959 1969 1961 
21.0 — — vt 
199.7 
(1) Amount Man- Amount Mar Amount Man- 
“SN | years vears years 
oe ah cine tut LS, 
i 
— 1) Technical Research and Development 
> Staff ea $48, 349 3:7 $46, 000 3.3 $57, 390 5.0 
} @ Project Administration Division. _._-_| 353, 411 43.5 307, 000 33. 7 $00, 000 | 33. 2 
}) Storage Division ial tiled a neat 429, 787 57.3 18, 000 (4.1 199, 600 60.0 
4) Inspection Division ae 804, 000 99. 6 313, 000 100. 1 50, 300 89.5 
6) Economic and Marketing Research | | 
Division ai 34, 764 3.8 37, 000 4. ( 38, 200 4 
» De- ) Industrial Equipment Division u 104, 951 11.5 103, O 10. 2 84, 400 8.0 
diate : he. 
utive Total... -----| 1,775,262 | 219.4 | 1,824,000 | 215.4 | 1,720,800 199. 7 
D.C., = Sollee icc * Z 
y out ne 
tions (1) Technical research and development staff 
ning, | —— sie aceeetegocemcioterina sii 
1959 1960 1961 
Office | a Sen. ra 
plan- 
ith a | Amount | Man- | Amount | Man- Amount Man- 
It | years | | years | years 
elow,. ane 
' F “er rs 7 ~ a ag i ee es } 7 aoe 
Total cost or estimate...............-.-. | $48, 349 | 3.7 | $46, 000 | 3.3 $57, 300 | 5.0 
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This staff plans and conducts materials research in order to develop improyeg 
methods for the qualitative maintenance of the materials in the national ang 
supplemental stockpiles. Such problems include prolonging the storage life of 
materials which are subject to deterioration, protecting materials from ¢pp. 
tamination, preventing loss or damage by the elements to materials in outside 
storage, improved and longer-lasting containers for long-term storage, and 
processing of materials. Technical advice and analyses are provided in ¢op. 
nection with materials management, procurement, upgrading, rotation, anq 
disposal based on metallurgical, agricultural, engineering, and other specializeg 
knowledge and experience, and a continuing technical review is made of a} 
materials in inventory to determine that they are properly classified and are 
within changing qualitative and quantitative stockpile requirements. The staff 
also is responsible for developing and improving procedures for the handling 
and storage of radioactive materials under peacetime and emergency conditions, 

The increase of average employment for this activity represents a realinement 
of charges between DPA and 8. & C.M. funds proportionate to program emphasis, 


(2) Project Administrative Division 


—_—_——— 


1959 | 1960 1961 
Amount Man- Amount | Man- Amount Man- 
years ; years years 
Total cost or estimate._.._._....-_-- eens $353, 411 43.5 | $307,000] 33.7] $300,000] 332 
| 











This Division has responsibility on an integrated project basis for materials 
from the time procurement directives are received from OCDM through the 
entire period the materials are in the stockpile. The Division provides the cen- 
tral point for materials procurement, contract administration, property manage- 
ment, rotation, upgrading and disposal of strategic and critical materials. 

The stockpiled materials must be maintainea in such a condition that they 
will be available for immediate use by essential industrial consumers in an 
emergency. More than 27,100,000 short tons of metals, minerals, ores, and agri- 
cultural materials were in the national stockpile on June 30, 1959, and approxi- 
mately 3,800,000 additional tons of materials were in the supplemental stockpile 
on that date. The Division coordinates all phases of materials management of 
these inventories to assure that materials are maintained in the most efficient 
and economical manner. 

In 1961 new procurement on the open market is expected to be limited to 
domestically produced chrysotile asbestos and jewel bearings. In addition, up- 
grading of materials in the national stockpile to higher use forms will cover tan- 
talum pentoxides to tantalum metal, and tungsten concentrates to tungsten 
carbide powder. 

Rotation plans for 1961 include cordage fibers at a somewhat increased rate 
over 1960 and shellac at the game rate as in 1960. Rotation without replace- 
ment is planned for castor oil, feathers and down, rubber, silk waste and noils, 
and sperm oil, since the inventories of these materials exceed the stockpile 
objectives. 

An increase is expected in 1961 in disposal activities with an estimated total 
of more than 200,000 tons of materials planned for disposal in 1961, as compared 
with approximately 45,000 tons in 1960. Materials to be disposed of include 
agar, baddeleyite, coconut oil, and zircon concentrates, for which there are no 
longer any stockpile objectives. However, most of the materials planned for 
disposal are low grade or other materials not meeting stockpile specifications, 
which were mainly acquired as surplus transfers from other Government agen- 
cies after the Second World War. 

During 1961 contract administration will cover in excess of 4,000 procure 
ment, rotation, sales, service, and other contracts. Approximately 150 contracts 
are expected to be negotiated during the year for services, such as testing, 
handling, and storage. 

A reduction of eight positions was effected in 1959, and a further reduction of 
six positions was made in the first quarter of 1960. Average employment in 1961 
is expected to continue at substantially the same level as in 1960. 
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(3) Storage Division 


— 


1959 1960 1961 
. = si ss a 
| Amount | Man- Amount Man- Amount Man- 
| years | years | | years 
| 
———_—_——— $$ | ce \i—\— i—_——— a ae a 
Total cost or estimate...............-.-.-- $429, 787 57.3 $518, 000 | 64.1 $490, 600 60. © 





Primary responsibilities of this Division are implementation of qualitative 

maintenance of materials and facilities, determination of requirements for and 
acquisition and assignment of storage space, dispersal planning, site preparation, 
development of improved storage standards, methods, and procedures, and 
collaboration in stockpile physical security and fire prevention programs and 
ctivities. 
, On the basis of storage management surveys, periodic inspection reports, and 
specific recommendations by other organizational elements and the field offices, 
materials and facility maintenance projects for repairs, upkeep, maintenance 
and improvement of warehouse buildings, storage tanks, and storage sites, 
repackaging and reconditioning of containers, and other protective projects 
necessary to maintain materials and containers in long-term storage are sys- 
tematically planned and scheduled, and technical advice and assistance are pro- 
vided to the regional offices in connection with their accomplishment. Over 200 
such projects have been programed for 1960, with approximately the same num- 
ber planned for 1961. 

Responsibilities in the field offices for supervision and coordination of storage 
operations have been expanded during 1959 and early 1960 by GSA assuming 
management of several depots declared excess by the military. Additional depots 
are scheduled for transfer during the remainder of 1960 which will further 
increase workload in this area. 

A reduction of three positions is proposed which is due to completion of 
the physical inventory and improved procedures. 


(4) Inspection Division 














1959 1960 1961 
e Saeiieatie = pe inet 
Amount Man- Amount Man- Amount Man- 
years years years 
—_——_ — - —— _ — -—-_-——- —_,— —— -|—-——- — prpennneitiers 
Zeenl eost or estimate................-<en- $804,000} 99.6 $813, 000 100. 1 | $750, 300 89. 5 








This Division is responsible for materials maintenance inspections of inven- 
tories in the national and supplemental stockpiles. Periodic inspections—at 
least twice a year—are made of all materials at all storage facilities, which as 
of June 30, 1959, totaled 217 locations. The Division determines and reports on 
any conditions affecting storage life and the suitability of the materials for their 
end uses in an emergency, including changes in the physical or chemical charac- 
teristics of the materials, deterioration of packaging and identity markings, 
stacking and storage conditions, and other measures for the physical protection of 
the materials. Deficiencies at storage locations are reported and corrective 
actions recommended, 

The Division also inspects all materials tendered for delivery under stockpile 
contracts to assure that they meet stockpile specifications and other contract pro- 
visions, and inspections are made of materials being rotated, upgraded, or sold 
under disposal programs. 

Twelve positions are to be eliminated in 1961, in addition to a reduction of six 
positions in 1960, as a result of the decreased workload involved in inspecting de- 
liveries of new materials. Workload for other inspection activities is expected 
to be at approximately the same level, with a somewhat higher inspection work- 
load anticipated for disposals. 
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(5) Economic and Marketing Research Division 
i i Ti calcein accom ee 


1959 1960 1961 





-_———— 


Amount Man- Amount Man- Amount Man. 





years years years 
_— — —— oa ——— a a 
Total cost or estimate...............-.-.-- $34, 764 3.8 | — $37,000 4.0 $38. 200 4.0 


This Division studies, analyzes, and interprets the complex business and eeo- 
nomic factors, foreign and domestic, which influence markets for stockpile 
material. While applicable also to the acquisition and upgrading of materials, 
current and projected activity centers largely around materials disposal. 

Materials, particularly nonspecification grades, are examined and screened 
and recommendations made on disposal actions. Disposal plans are developed 
giving consideration to ability of consuming industries to absorb surpluses and 
rates of absorption without disruption of normal trade channels, market condi- 
tions affecting financial returns to the Government, and minimum effects upon 
national and international markets. Executive and legislative clearances are 
obtained and scheduling and implementation of approved disposal plans are 
monitored and expedited. 


(6) Industrial Equipment Division 





1959 1960 | 1961 
Amount Man- Amount Man- Amount Man- 
| years years years 
< Ee wid ee 
ee $104, 951 11.5 | $103,000 | 10. 2 $84, 400 8.0 
! i 





This activity directs and administers the national industrial reserve program 
covered in the preceding activity No. 3. It provides technical direction and 
coordination, including development of procedures, specifications, and tech- 
niques to depots for the most effective and economical maintenance of tools in 
the NIER. 

The processing and preservation depots process tools and equipment through 
receipt, analytical testing of the operating condition of the equipment, minor 
repairs, preparation for long-term storage, and maintenance, including periodic 
inspection and reprocessing as necessary. 

Although plans for 1961 are based on 3,000 items as estimated by DOD, the 
game as programed for 1960, a reduction of 3 additional positions in 1961 is 
proposed. This results from better integrated program supervision at the 
regional office level. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (PROGRAM) 


Personal services and staffing.—$1,391,700 for 203 positions, a reduction of 24 
positions from 1960. Distribution between departmental and field follows: 


] ) wy 1 
Depart-| Field |T otal) Depart-| Field | Total, Depart-) Field | Total 
mental mental mental 
(1) Technical Research and Develop 
ment Staff 6 6 
(2) Project Administration Division 47 ] $8 40) 4 1 
(3) Storage Division , 46 2y 75 $ 31 5 $2 ¢ 
(4) Inspection Division 2 83 10) 22 50) 102 2 7 Ml 
(5) Economic and Marketing Resear« 
Division i. 4 $ { $ { 4 
(6) Industrial Equipment Division- 7 12 7 ' ! 7 ! 5 
Total positions a7 135 118 253 112 1] 207 1 103 2S 
Average employment aia 114.3 (105.1 (219.4 103.2 112.2 (215.4 98.9 100.8 | 199.7 
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Other objects.—$329,100, or 19.1 percent of estimate, provides: 

(1) $92,000 for travel, based on 4,000 travel days at average of $23 per day. 

(2) $2,700 transportation and $33,200 communication services. 

(3) $2,100 rents and utility services and $18,900 printing. 

(4) $53,300 contractual services, including $11,200 for health benefits fund. 

(5) $18,200 supplies and $14,100 office equipment and machines under current 
replacement programs. 

(6) $90,500 contribution to retirement fund. 

(7) $3,500 incentive awards and $600 FICA costs. 

(c) Administrative operations.—Financial, administrative, and legal services, 
management supervision, regional direction, and legislative and information 
services to support this program are provided by the integrated staff organiza- 
tion of GSA financed by transfers to the administrative operations fund from 
funds provided for the respective programs. 

This estimate is based on a projection of 1959 cost reports for administrative 
operations support, adjusted for changes in the operating programs, as follows: 


Dee COOL fer Geee. wcll ee a $1, 130, 853 
1, 128, 000 
— 265, 000 
+112, 000 


975, 000 


The nonrecurring item for ADP research and development is related to the 
application of automatic data processing techniques in preparing, compiling, re- 
porting, and maintaining transactions for DMS. It is explained in more detail 
under the section titled “Administrative Operations, Financial Services.” 


Appropriated in annual act, 1960 
Estimated decrease in workload 
Nonrecurring cost (ADP) 


Estimate for 1961 





| 1959 perform- |1960 fi nancing| 1961 estimate 








} ance 
Distribution of cost by subactivity: | | 
I nT POO $779, 335 $778, 000 | $705, 000 
on) erates GN Vneen «oe ee 207, 835 207, 000 | 150. 000 
OO = ae SS aS Ree | 113, 696 | 113, 000 97, 000 
(d) Legislative and informat tion services eae 12, 918 | 13, 000 | 13, 000 
(ec) Management supervision. ..........................-. 17, 069 | 17, 000 | 10, 000 
a en: CONE OF GUTIIINED woo ci cn iciiddseutoinecwiaine 1, 130, 853 | 1, 128, 000 | 975, 000 
Estimate] man-year equivalent.............................- 156. 6 | 156. 6 128. 2 
Workio d for selected functions: | 
Financial services | 
Employees p syrolled atria eiinditeineachMmabanaiuiatiaekrasinda 618 589 | 528 
Vou hers proce NOTE RD yoo acct innenatsmeneinice | 20. 5 | 11.6 | 10.8 
Ac ounting documents processed (thousands) -....--- | 16. 2 | 26.4 | 24.3 
Au s performe: d: 
Contr ch aa De cera es te ac aa 13 12 | 13 
DINE... daninemenscrtcdadedodssamdondacdeaases 353 352 | 353 
Adm nistrative services: | 
Personnel, employees serviced. .................-.._- | 618 589 | 528 
Compliance investigations............. ee tick BL | 104 105 | 105 





Mr. Tuomas. You have 220 man-vears shown for 1961. 
your 


cost $250,000 from this year, which makes a total request of 
$2,948,000 for 1961, and I believe in the appropriation language we 
put in a limitation of $3,230,000 last year. You show a reduction of 
about $250,000, but you have 220 employees, and in addition to the 
20 you have 195 more under Inventory Management located in the 
stockpile warehouses. 

Why cannot this item by reduced about a third ? 

Mr. Hourz. Let me discuss that, Mr. Chairman. 

Mr. THomas. Supervision is provided in Boston, New York, Wash- 
ington, Chicago, and Dallas by DMS regional directors. 

In 1961, for. your Service Direction you have 11 in the central office, 
10 in the regional offices, and that accounts for 21 of the 220 people. 


You reduce 
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The field has 110 of the total, but the Department has 110, 

In addition to the 110 in the field, as I pointed out a while ago, you 
have 195 located in the warehouses. 

Is 220 right? 

Mr. Hotrz. It is 220 at the moment. 


CONTINUATION OF FEW PURCHASES BUT HIGH DELIVERIES 


Mr. Tuomas. You are not buying? 

Mr. Horrz. Not buying, but we are certainly getting, Mr. Chairman, 
In 1959 we had 

Mr. Tuomas. About a half dozen items totaling how much money, 
$250 million ? : 

Mr. Hourz. $478 million was delivered in 1959 under all stockpiling 
programs. 

Mr. TxHomas. How much is it? Detail the items and dollar 
amounts you have taken from the DPA. 

Mr. Hourz. Projected deliveries under all programs in 1960 and 
1961 total $572 million. Of that,$284 million is DPA. 

Mr. Tuomas. What part of that is for 1961? It is less than 
$200 million, is it not, and it is all for the DPA ? 

Mr. Horrz. For 1960 and 1961, $261 million is from barter, $27 
million from S. & C.M., and $284 million from DPA. 

But in terms of tonnage, the odd thing about it is that we continue 
to—- —- 

Mr. Tuomas. What is the total figure that you are receiving in 
fiscal 1961% It isnot $500 million. 

Mr. Turptn. $260 million in 1961, compared to—— 

Mr. THomas. Most of it is from barter, is it not ? 

Mr. Hourz. DPA and barter. 

Mr. Tuomas. Break it down between the two. 

Mr. Tourer. $130.9 million from CCC, $120.4 million from DPA, 
and $8.7 million from 8S. & C.M. 

Mr. Tuomas. Material on hand for DPA already is on hand, is it 
not ? 

Mr. Turrrnx. No, sir; deliveries are still being made. 

Mr. THomas. What is the source of that ? 

Mr. Fioere. Old contracts. 

Mr. Tuomas. Aluminum and two or three more of our old 
friends. 

Mr. Fioere. That is right. 

Mr. Tuomas. CCC is mainly from overseas ? 

Mr. Fiorere. That is right. 

Mr. Tuomas. What is the round figure ? 

Mr. Turpin. $260 million in 1961 from all sources. 

Mr. Tuomas. As far as comparable workloads for years gone by, 
it is not even a drop in the bucket, is it ? 

Mr. Turrrn. It compares to $312 million in 1960. 

Mr. Tuomas. What was it in 1959, 1958, 1957, and 1956? Can 
you supply it ? 

Mr. Turprn. Yes. 

(The information requested follows :) 
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Deliveries of strategic materials fiscal year 1956 through fiscal year 1959 by source 





| Amount (millions) acquisition cost 
Program source Be thteindis alalaaceieedeiatale cee daicinlcesh 

| 1956 1957 1958 1959 
s & C.M. Stock Piling Act (Public Law 79-520)... | $239.0 $223. 4 $129. 4 $68. 4 
Defense Production Act (Public Law 81-774) __. | 266. 7 216. 2 495. 2 246. 6 
ccC—Barter (Public Law 83-480) 167. 6 257.6 192. 2 163. 0 
Interior— Domestic Purchase Act (Public Law 84-733) 0 17.9 6.1 0 
RFC-FFC tin (Public Law 84-608) : : | 0 9.2 | 0.3 0 
Total, all sources............------ 673.3 | 724.3 | 822. 2 478. 0 

| 





———eeee oo = <3 4 


Mr. Tuomas. On an average it is less than a third, or perhaps a 
fourth, of what it was for years beginning in 1955, is it not? 


STAFF FOR FOUR DEPOTS TAKEN OVER FROM THE MITTARY 


Mr. Hourz. That is right, but I want to call your attention to the 
fact that during 1960 we have had to take over and staff four military 
depots which had previously been staffed by them on a reimbursable 
basis. We have 30 people assigned to those four depots. Those are 
new positions. 

Mr. Tuomas. That goes back to the operating people, the 195 at the 
warehouses. That has nothing to do with this appropriation. 

Mr. Houtrz. They are DMS employees. 

Mr. Tuomas. But not chargeable to this account but chargeable to 
the storage account where you have 195 people? 

Mr. Hourz. That is correct. 

Mr. Tuomas. A total cost of $13,685,000. 


WORKLOAD OF DISPOSAL PROGRAM 


Mr. Hoirz. We discovered that buying materials is a lot easier than 
disposing of it, Mr. Chairman. 

Mr. Tuomas. That is always true. 

Mr. Hourz. It is literally true. I will tell you that when you have 
to plan these disposals, the man-hours which go into disposals are 
pretty large. We have no fat in this organization. 

Mr. Tuomas. You are not disposing of too much. How much did 
you dispose of in 1960 and how much do you plan to dispose of for 
1961? The rotation program is only $1614 million this year. 

Mr. Hourz. We will dispose of about $20 million of excess and 
obsolete material in 1960. 

Mr. Tuomas. You mean from all the stockpiles ? 

Mr. Haruan. Yes. 

Mr. Tuomas. What will the total figure be ? 

Mr. Hartan. We estimate it will be between $35 and $40 million 
next year. 

Mr. Tuomas. It is mighty low considering all that material. 

Mr. Haruan. Dollar volume of sales is not a true indication of 
workload. As we have stated many times, you can spend many man- 
hours trying to sell something. Cryolite, for example, we have tried to 
sell for more than a year. We have tried every method known to man. 
The record shows practically no sales but we are still trying. 
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EMPLOYMENT 


Mr. Fuiorre. Total employ ment for DMS at the end of fiseal year 
1957 was 918, in 1958 it was 810, in 1959 it was 729, in 1960 it js 
estimated to be 663. That isa good trend. 

Mr. Toomas. Warehouses? 

Mr. Fiorre. Total employment. 

Mr. Tuomas. Give us those figures again ? 

Mr. Frorre. In 1957 it was 918, in 1958 it was 810, in 1959 it was 
729, and in 1960 it is estimated to be 663. That is total employment 
of the Defense Materials Service. 

Mr. THomas. What is estimated for 1961? It is 220 plus 195, is it 
not? 

Mr. Hartan. Not overall, no. 

Mr. Turrrn. From all sources for DMS in 1961 it is about 648, 

Mr. Tuomas. The only ones you account for in this budget are the 
195 plus 220. 

Mr. Turrrn. Plus 113 in the Industrial Reserve, a total of 528, 

Mr. Tuomas. In addition to that you have how many more? 

Mr. Hotrz. Fifty-three people assigned to the barter program. Yon 
have 86 in 1960 assigned to the DPA program. That will drop to 
6714 next year. 

Mr. Tuomas. That comes under the CCC program and the DPA 
revolving fund program which is not set out in the justifications. 

Mr. Hourz. That is right. 

Mr. Tomas. All we can go by is what you set out here. 

Mr. Horrz. Total employment is sheet No. ITI-1. That includes 
all programs. 

Mr. Tuomas. That makes it look even bigger, does it not ? 

Mr. Ostertac. Where is the difference between the total number 
and the number set out here? How are they compensated ? 

Mr. Hourz. People who work on the defense production adminis- 
tration program. They are paid from the revolving fund. 


GENERAL ITEMS, GENERAL SERVICES 
ADMINISTRATION 


SALARIES AND EXPENSES, OFFICE OF THE ADMINISTRATOR 


Program and financing 
i : i. , ae Zz 
1959 actual | 1960 estimate | 1961 estimate 








Program by activities | | 
1. Executive direction (total program costs) !_..........- ; $210, 004 | $225, 427 | $240, 000 
2. Relation of costs to obligations: Costs fin: anced from | 
obligations of other years (unpaid undelivered orders), 
net (—). .-....-... a catalina eatin teeta eon meet | —1, 057 == £97 | ....<csadeent 
Total program (obligations 
Financing 
Comparative transfers to other accounts. -...............-- 146, 945 
Unobligated balance no longer available 16, 348 


a eal | 208, 947 225, 000 | 240, 000 





Appropriation (new obligational authority)........-.--| 372, 240 25, 000 240, 000 





1 Includes capital outlay as follows: June 30, 1959, $1,290 and 1960, $1,090. 


Tot 
Ave 
Nu 


Ave 
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Object classification 























ea | 
ir | 1959 actual | 1960 estimate | 1961 estimate 
, 1§ | a Gute « ; sida rile teemanetiaeeas 
Total number of permanent positions___..............-..---.- | 21 20 22 
average number of all employees. -.-.-..--..-..-..-.-------.-.. | 20 20 22 
Number of employees at end of year_....--....-.-.---.---.--- 20 20 | 22 
SED 450) STOO GING GRUBEG <0 oc ccc niece nunncdssesasceedseceu |} 9.3 $8,044 | 9.1 $7,762/9.3 $7,976 
was 1 Personal services: us | | 
a é a ae) ee ee $173, 765 $180, 522 | $197, 145 
ent Positions other than permanent..........-...---______ 1, 632 2, 000 | 2, 000 
} gy ee Aa ae te 1, 984 | 2,878 | 2, 255 
S it i TOGA) TOTROMA POT WINE... onc cnciiicndecccucncoundalll 177, 381 185, 400 201, 400 
nautica den aiaid chinghiee catia i malkai tte Oo tetindpnatir aide 3, 146 | 8, 000 | 8, 000 
04 Communication services................ aaiiienaeachinnaitadiae: 3, 413 3, 400 | 3, 400 
06 Printing and reproduction__............_- siiviaceantethamtontseatadeeeel 4, 348 6, 000 5, 300 
ay GOT COTETRCCUIN COP VIONE 6 oon cc cecctencasssdungacctaserce 6, 719 | 6, 700 | 6, 700 
Services performed by other agencies.............._..__. 308 300 | 300 
SIR UIE RIDIN oo ins cnciintine ns meinimmelindininipesieanutimme 1, 939 | 1,900 | 1, 900 
the | i, it nndicccunsiniacaameagiodiedipwednademidcmueaee 190 od ee come 
11 Grants, subsidies, and contributions................_____- 11, 178 12,000 | 13, 000 
13 Refunds, awards, and indemnities....................____ 300 | ee ae 
fae ee Gib CONNOR aa oe i een caccsecewscccecans 25 | BOD iscsicccimsuits te 
| nel UII i, os he es en be aoe 208, 947 | 225, 000 | 240, 000 
Ty i 
{ou ee cma —— 
) m ’ 7 = 
to Mr. THomas. Let us look now at the Office of the Administrator. 
PA Amount shown is $240,000, showing an increase of $15,000. That 


seems to be very modest. 


JUSTIFICATION OF THE EstTrmaTs 


ides Insert pages III-82, 33, and 34. 
(The pages referred to follow :) 
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Summary reconciliation of 1961 estimate to 1960 funds 


STO AML EORD 30) MEINE COG ie iis em cman ann acaimiommncion $225, 000 
Tocrease in 1961: Expanded, activities). w5—«-.+.<+4----.----......... 15, 000 


I A a a ge nl _ 240, 000 





ge a anime es ip ms so ras nein enone techn Saigmrepeicwagtas ts bas arab an anes oven an aaa 225, 000 
a crc ns whew ns where ay ine seeing ts cn inet meee ba deen sib ewininich walle ey evar ease ies SIN +15, 000 
eae casesis bt haerivenniapaarotin gris noes makes glen psi crepe erases dacs hase aed ahaa 240, 000 


GENERAL STATEMENT 


“Policy direction and coordination of all programs of the Administration are 
provided by the Administrator with the assistance of a small central office staff’ 
(from the budget for 1961). 


APPROPRIATION LANGUAGE 


“For expenses of executive direction for activities under the control of the 
General Services Administration, including not to exceed $250 for purchase of 
newspapers and periodicals, [$225,000] $240,000.” 


JUSTIFICATION 


The staff assists the Administrator with particular emphasis on (1) coor- 
dination of all major GSA programs, (2) specialized review of major contro- 
versial transactions, and (3) performance of top policy assignments. 


1959 1960 1961 


Total cost or estimate ee ee tae ee $208, 947 | $225, 000 | $240, 000 


The increase is primarily for additional help for the Board of Review. 
EXPLANATION OF DISTRIBUTION BY OFFICES 
(See activity data sheet) 
Personal services and staffing.—$201,400 provides for average employment of 


22.5 man-years all in the central office. 


Distribution of positions 


1959 1960 1961 
Total positions , < a a ei 21.0 20.0 | 22.0 
Average employment - 20, 1 20. 5 22,5 


Other objects.—$38,600, or 16.1 percent of total estimate, provides: 

(1) $8,000 for 320 travel days at $25 per day. 

(2) $13,000 for contribution to retirement fund. 

(3) The remainder of $17,600 includes $3,400 communications; $5,300 print- 
ing; $7,000 other contractual services, including $1,200 for contribution to health 
benefits fund ; and $1,900 supplies. 
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ALLOWANCES AND Orrice Faciities ror Former Presipents 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 


Program by activities: | 
1. Allowances and pensions..............--.-....------.--| $59, 333 $70, 000 $82, 500 
2. Office staff and facilities............___-  calciseniatin dias 87,038 | 130, 574 167, 500 
= ———— ~— __ cee 
Total program costs !_ ___................. sialiansiinasie 146, 371 200, 57 250, 000 
3. Relation of costs to obligations: | 
Costs financed from obligations of other years (un | | 
paid undelivered orders), net (—) RIS eae eco a a | I ie 
Obligations incurred for costs of other years (un- | a 
paid undelivered orders), net............_._- 574 | 7 
Total program (obligations)_.......___- . al 146, 945 200, 000 | 250, 000 
Financing: 
Comprehensive transfers from (—) other accounts_._____- —146, 945 |__- ie didubeeel 
fati : _ ¥ ! sr —— 
Appropriation (new obligational authority)_..........._].......-..._- 200, 000 | 250, 000 
L 





Includes capital outlay as follows: June 30, 1959, $3,917; 1960, $4,574; 1961, $6,000. 


Object classification 


1959 actual | 1960 estimate | 196] estimate 








ne ae coal . e $65, 399 $100, 000 $125, 000 
03 Transportation of things........-- ‘ WU Nicincnie aa enki ieee ae 
04 Communication services.........- 612 2, OOK 2, 500 
07 Other contractual services_.....- ; 13, 016 18, 700 26, 000 
Oe * saad ; 4,490 | 4, 000 6, 000 
ll (Grants, subsidies, and contributions 3, 829 5, 000 7, 500 
12 Pensions, annuities, and insurance claims 5Y, 333 70, 0OO 82, 500 
ee ee ne ne nc. co nocceec boone 192 | 300 | 500 

Se INNER pat ehiccunddulidiiewieainin sll dicate 146, 945 200, 000 250, 000 

| 


Mr. Tuomas. Let us look at the “Allowances” item. We have 
allowances and office facilities for former Presidents. 
Insert pages ITI-36 to IIT-38. 


JUSTIFICATION OF THE ESTIMATES 
(The pages referred to follow :) 


Summary reconciliation of 1961 estimate to 1960 funds 


1960 appropriation in annual act 
Increases in 1961: 
Pension for 1 additional former President__._..______ 
Office staff and facilities for 1 additional former Presi- 


a ae ee -auctmnsasas” A 


+312, 000 








I cb a ate ce ah a +338, 0OO 
— —-——— 50, 000 
IG ciara ___ 250,000 
Analysis by activities 
Activities 1960 Increases 1961 
enn AE Sn, on oa eacenbeiensensia $70, 000 $12. 000 $82, 000 
2. Office staff and facilities._...._- eens eae BE 130, 000 38, 000 168, 000 


ik i am 200, 000 50, 000 | 250, 000 





| 
| 


19¢ 
Ch 
ma 


for 


tra 
oul 


Of 


Or 


Pos 


OU 


19 








00 
00 


rh) 
0) 
00 


sis 





insect ice th eile ea tp én a andiprgpinnsien iid $200, 000 
Nr iyi lista ns av can ha aigonpesneaat dca de ter etah eile a ean ets ices oa eancciaminintisiowe 50, 000 
FN cals sips Ss dnt eke ssa eect hsteda es theme tepals $250, 000 


GENERAL STATEMENT 


“This appropriation provides for allowances, office staff, furnished space, and 
mailing privileges for three former Presidents and pensions for two widows of 
former Presidents.” (From the budget for 1961.) 


APPROPRIATION LANGUAGE 


“For carrying out the provisions of the Act of August 25, 1958 (72 Stat. 838), 
[$200,000] $250,000: Provided, That the Administrator of General Services shall 
transfer to the Secretary of the Treasury such sums as may be necessary to carry 
out the provisions of sections (a) and (e) of such Act.” 


JUSTIFICATION 


1. Allowances and pensions.—$82,500 provides for two former Presidents at 
$25,000 on an annual basis, one additional former President $12,500 beginning 
January 1, 1961, and two widows of former Presidents at $10,000. The $82,500 
will be transferred to the Secretary of the Treasury who is responsible for 
making the payments under Public Law 85-745. 

2. Office staff and facilities.—$167,500. These items are provided and paid for 
directly by GSA. The staff is selected and compensation fixed by each former 
President who also specifies the location of office space and is consulted as to 
equipment and furniture requirements. The estimate, reflecting an increase of 
$37,500 over 1960 for an addition to office staff and facilities beginning January 1, 
1961, provides for the following : 











1959 1960 } 1961 

inet Seh cae saide wad Moto egeee $69, 420 | $105, 300 | $133, 000 

eltiee aaa cas cen dcecosnia ---| 2, 800 | 15, 000 22, 000 

sich ibe elensaned sale edie a abide dean acne eenin dita — 4, 490 4, 000 6. 000 

an a j 612 2, 000 2 AOO 

ein PY Ck a Cee 290 3, 700 4. 000 

} caaeitiiaaieatiatatiendin EER = = 

IN alec his ia ae ca nce a | 87, 612 | 130, 000 167, 500 
Activity Data SHEET 
Classification by objects 

| Actual, 1959 | Program, 1960) Request, 1961 

nen CemGeemee | TUN a. 0 nticineabsind bend dil iadiet thes $65, 399 | $100, 000 $125, 006 


01 Total personal services 
Other objects 
02 Travel...- ; 
03 Transportation of thing sc ceaescouilaces hagas aheibenaticneiire 7 
04 Communication services........-- ; ites 61 


aE 65, 399 100, 000 125. 000 


4 - — 
2 2, 00K SOO 


05 Rents and utility services 

06 Printing and reproduction ih eal a Re eae ; 7 a 

07 Other contractual services edibai Taman ‘oie 13, OL 18, 700 26, 00O 

08 Supplies and materials ; ae sas -_ sa = 

09 Equipment tice ui aisakare +, 490 4, 090 6. OO 

10 Lands and structures ‘ hci knamenecaes sata oacanaaen 

11 Grants, subsidies, contributions Rint 3, 829 5, 000 7,5 

13 Pensions, annuities, and insurance claims.-........---- 59, 333 70, 000 82, 500 

15 Taxes and assessments .......-- ‘ an ae ‘ 192 300 500 
Total obligations eae — ee 146, 945 200, 000 250, 000 


Mr. Tuomas. Our total this year is $250,000 against $200,000 for 
1960. The increase is due to a half year of a third ex-President. 
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WITNESS 


WILLIAM P. TURPIN, COMPTROLLER 


Program by activities: 


1959 actual 








Act 


Program and financing 


| 
960 estimate | 1961 estimate 


1. Rebate payments... . i tee eens : $208, 871 $800, 000 | $580, 000 
EE EEE eee eae | 969, 548 300, 000 | 220, 000 
Total program (costs—obligations) wn 1, 178, 419 | l, 100, 000 800, 000 
Financing: 

Unobligated balance brought forward —885, 700 | —1, 107, 810 —7, 810 

Advances and reimbursements from other accounts — 529 . | 
Unobligated balance carried forward 1, 107, 810 7,810 107, 810 
Appropriation (new obligational authority | 1, 400, 000 ie "900, on 

| 





13 Refunds, 
14 Interest 


Total obligations -_-.__ 


JUSTIFICATION OF THE 


9 and III 


Insert pages Itl-: 


awards, and indemnities 


1959 actual 


(The pages referred to follow :) 


1, 178, 419 


1960 estimate | 1961 estimate 


$856, 515 $1. 000, 00 
321, 904 100, 000 


$725, 000 
75, 000 


, 100, 000 800, 000 


ESTIMATES 


40 here in the record. 


Summary reconciliation of 1961 estimate to 1960 funds 
1960 unobligated balance brought forward from 1959____ $1, 107, 810 
Unobligated balance carried forward to 1961 ee 7, 810 
Obligation program for 1960 sa me " ._.. $1, 100, 000 
Decreases in 1961: 
I Se eet ca si — 220, 000 
Refund payments___.........-. =e ‘ . — SO, 000 
Obligation program for 1961____--- - 800, 000 
1961 unobligated balance brought forward from 1960_ 7,810 
Unobligated balance carried forward to 1962 aa 107, 810 
100, 100 
Estimate of appropriation requested for 1961 act 900, 000 
Analysis by activities 
Onn D Im 961 
1, Rebate payments $800, OOF $220, 000 . / SoU, UM 
2. Refund payments 00, 004 0, OOK 2210, OO 
Total obligations 100. 000 ww) RO), OO 
1960__ v 


Change_____ 


L Sod, 000 


900, OOO 


fir 


th 


80 


P 





v0) 


MM) 
i) 


100 


LOO 


), 000 
», On 


0 
(MK) 


000 
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GENERAL STATEMENT 


“Refund and rebate payments due World War II contractors are made upon 
approval of claims presented under the Revenue Act of 1951. Of the 4,140 claims 
with payments estimated at some $52.5 million all but 105 had been settled 
through June 30, 1959. It is hoped that most of the remaining claims will be set- 
tled by the end of 1961 within funds requested” (from the budget for 1961). 


APPROPRIATION LANGUAGE 


“For refunds under section 201(f) of the Renegotiation Act of 1951 (50 U.S.C. 
App. 1281(f) ), $900,000, to remain available until expended.” 


JUSTIFICATION 


Appropriations under this head are made without fiscal year limitation to 
finance refund and rebate payments. The expense of processing claims by GSA 
js financed from other funds. 

Since the beginning of this program payments of $50,435,064 have been made 
through June 30, 1959, and it is estimated that remaining payments will total 
some $2 million, as follow Sz 


Payments of rebate claims remaining: 
26 claims pending in GSA; gross $2,137,215; net at 22.1 percent 
ES Sheeran Se siniiiahaa ede itlintan $472, 325 
34 claims pending in IRS; gross $2,624,984; net at 22.1 percent 
ie se ee ee oe : fae 580, 121 
26 claims pending in IRS on which advance e pay ments of $8 006, 218 
were made; reserve against overrun of final payments, 5 percent 400,311 


Estimated rebate payments remaining__-_-__-_______~_ <tain aieee 1, 452, 757 
Payments of refund claims remaining: 


19 known claims pending final determinations of U.S. Tax Court; 


actual amounts unpredicable, but estimated at $30,000 each___. 570,000 
Estimated payments subsequent to July 1, 1959_______-______ 2, 022, 757 


As of July 1, 1959, the unexpended balance in this account was $1,107,810. Al- 
though the amount and timing of payments are not predictable, the fact that 
actual payments during 1959 were $1,178,419 leads to the belief that presently 
available funds will be barely adequate to finance payments which will be made 
during 1960. Additional funds should be made available about July 1, 1960, so 
that there will be no delay in making payments when and as certified, particu- 
larly refunds which carry interest at 4 percent. 

The estimated appropriation is derived as follows: 


Estimated payments subsequent to July 1, 1959 dpe 'ipsiginnp cen neni ag a 
Unexpended balance available July 1, 1959__________ : __ —1, 107,810 
Estimated payments unfinanced___.___- weeded pling 914, 947 


Estimate of appropriation requested (rounded ) - | sn asdeomreoen eye) ean anaes 


Mr. Tuomas. This is an item which has been with us for a long 
time, “Refunds under Renegotiation Act.” 
Of the 4,140 claims with payments estimated at some $52.5 million, all but 105 


had been settled through June 30, 1959. It is hoped most of the remaining claims 
will be settled by the end of 1961 within funds requested. 


You are requesting for this year $900,000, and you had $1,100,000 
last year. 

How much guesswork is inthis item? Isthere any? 

Mr. Turpin. Yes, sir. 

Mr. Tuomas. Twenty percent ? 

Mr. Turprn. No, sir. Of the remaining rebate claims unsettled, 
those pending in GSA and Internal Revenue Service, we have esti- 
mated an amount for those based on our past experience with the 
others that have been settled. 
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Mr. Tuomas. Last year you had $1,100,000. How did the estimate 
check out for 19612 ° This is purely ouesswork but you have done 
a good job for guessing at it. 

Did you not overestimate last year some $300,000 ? 

Mr. Turrtn. No, sir. There was no appropriation for this item 
since 1959. 

Mr. Tuomas. But you had that much in the till. 

Mr. Turrry. An unobligated balance of $1.1 million. We esti- 
mate that that will be about used up by June 30, 1960. The $900. 
000 requested we hope will be enough to wind up this program. 

Mr. Tuomas. You actually used about $800,000 for last year, did 
you not? That is all you used in 1960. That is your estimate for 
1960, is it not ? 

Mr. Turrrn. No, sir. Our estimate for 1960 is $1.1 million. That 
is what we estimate will be spent in 1960. 

Mr. Tuomas. What do your records show for the first 6 months? 
Whatever the amount is, it will be paid. 

Mr. Turpin. The record through January, Mr, Chairman, is only 
about $350,000 for this year. However, those payments do not go 
along at a uniform rate. 

In 1959 our expenditures were—— 

Mr. Tuomas. What are the averages ? 

Mr. Turrrn. We paid out $1.8 million in claims during 1959. 

Mr. Tuomas. You have still in GSA 26 claims—$2,137,000 gross. 
The average payment is about 22 percent, which is $472,000. 

M~. Turein. That is right. 

Total estimated for the balance of the rebate claims is $1,452,000 
net. 

Then on the refunds, those are claims which are decided by the 
U.S. Tax Court, and once the court decides we have to pay those 
claims with interest from the years to which they apply. That 
amounts to $570,000. 

Mr. Tromas. When they go to the Tax Court and the claimant 
wins that is virtually a judgment against the United States? 

Mr. Turrrn. That is right. 

Mr. Tuomas. Before they go to the Tax Court, you are in & posi- 
tion to negotiate and you are discounting them ‘about 75 percent ! 

Mr. Turptn. No, sir. Those that go to the Tax C ourt, Mr. Chair- 
man, are those that. were denied by the Renegotiation Board when 
they were initially submitted to them. 

Mr. Triomas. What percentage of recovery do they get dollarwise 
of those cases? 

Mr. Turrrn. The estimate, based on the average of what they have 
been running, is about $30,000 each. Of course, some of them are 
settled against the claimant and they get nothing. When it is against 
the Government they get practically their full claim. 

Mr. OsrertaG. There are 19 pending; is that it ? 

Mr. Turpin. Those are the ones we knew about at the time this 
estimate was made. 
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FeperAL Faciiitres CorroratTion 


WITNESS 
WILLIAM P. TURPIN, COMPTROLLER 


Program and financing 





| 1959 actual 





Program by activities: Synthetic rubber (total accrued ad- 
ministrative e xpeMSeS) . .-.---------------------------------- | $26, 433 
Financing: Unobligated bs slance no longer available__..-..--.- 187 | 


OL 52. c <lsbbabocmabbadaebiodadatattoddcanask ‘ 26, 620 


Object classification 


1959 actual 


Total number of permanent positions _....__._- Soe f 

Average number of all employees aaa ale aeaianieas 4 

Number of employees at end of year.-_....-.....-.......-- 3 

Average GS grade and salary---................ sicespinsinetduinbad 10.3 $9, 105 

01 Personal services 

I i ee $41, 609 

Other personal services... -...........-....... 183 

Excess of annual leave taken (-) over leave earned- —5, 903 

Total personal services... tetris 35, 889 

Deduct portion not chargeab le ‘to limits ation. ee 17, 441 

I | 18, 448 

eerste no hho Se lh ba ebeduantducbedabebine. | 1, 899 

oe Communication services... ............--<--.ceccecee simaiaine 287 

07 Other contractual services - - hail itll 1, 574 

Payment to ‘Administrative oper: ations fund”’...--__- 1, 340 

Services oedema by other agencies.................. | 1, 750 

ey Peeeneen Gis TOROTRNM iis? cs. dciwabidchclweumodies 25 
li Grants, subsidies, and contributions.....................- 1,110 | 
Total accrued administrative expenses.................- | 26, 433 | 


1960 estimate 


$20, 000 | 


20, 000 


1960 estimate 
3 
3 
3 


15.0 $13, 978 
$37, 233 


286 | 





14, ¢ O86 | 

2, 000 | 
100 | 

1,014 
600 
, 300 | 


| 1961 estimate 





1961 estimate 


3 
3 
3 


| 15.0 $13, 978 


37, 376 
23, 344 


14, 032 
2, 000 
100 

1, 068 
600 

1, 300 


Mr. Tuomas. Let us look at the Federal Facilities Corporation. 


JUSTIFICATION OF THE ESTIMATE 


Insert pages ITI-42, 44, 45, and 46 in the recor« 
(The pages referred to follow :) 


| Ave 
| Amount 3 
| Department | 
i 
a nantc bwecsigtionicecencoehhensenienonssacne $20, 000 | 1 
Change. - . : : : i | 0 
1961 sient eeihte Se sb-iecania trinseepalinipareahans aaa | 20, 000 1 
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GENERAL STATEMENT 





The Federal Facilities Corporation was transferred to GSA pursuant to 
ixecutive Order 10720, dated July 11, 1957. The functions of the Corporation 
are under the immediate supervision of a Director. In addition to the Director 
and a secretary paid outside the limitation, it is anticipated that the program 
in 1961 will require one engineer and payment to the AO Fund of $600 for ad- 
ministrative support for which an administrative limitation of $20,000 is re 
quested. 

Financial details of the program are covered in statements which follow, 


APPROPRIATION LANGUAGE 


“Not to exceed $20,000 shall be available during the fiscal year [1960] 1961 
for all administrative expenses of the Corporation (including use of the services 
and facilities of Federal Reserve banks), to be computed on an accrual basis, 
and to be exclusive of interest paid, depreciation, capitalized expenditures, ex. 
penses in connection with the acquisition, protection, operation, maintenance, 
improvement, or disposition of real or personal property belonging to the Corpo- 
ration or in which it has an interest, expenses of services performed on a con- 
tract or fee basis in connection with the performance of legal services, and all 
administrative expenses reimbursable from other Government agencies.” 


JUSTIFICATION 


The administrative expenses estimated for fiscal year 1961 provide for (1) 
semiannual inspections at 26 synthetic rubber plants which were sold subject 
to the national security clause, to determine if the owner is abiding by the terms 
of the sales contract; (2) servicing of five purchase money mortgages acquired 
in the disposal of the synthetic rubber plants and the tin producing facility; and 
(3) handling other matters in connection with liquidation functions. Exhibit 
A on pages III-45—46 lists the facilities involved in this program. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


Personal services and staffing.—$14,032 for 1 position under limitation, 
Other objects.—$5,968 provides : 

(1) $2,000 travel for plant inspection. 

(2) $1,300 GAO audit expense. 

(3) The remainder of $2,668, or 13.3 percent of total estimate, includes $100 
communications; $950 rent; $118 contractual services including $56 contribu- 
tion to health benefits fund; $900 contribution to retirement fund; and $600 
deposit to administrative operations fund. 


STATEMENT OF PROGRAM 


“Federal Facilities Corporation was created June 30, 1954, under the pro- 
visions of the Rubber Act of 1948 and Executive Order 10539, primarily to ad- 
minister the operations of the Government-owned synthetic rubber facilities until 
disposal of the properties to private interests was completed. In addition, the 
Corporation was designated to conduct the operations of the Government-owned 
tin smelter at Texas City, Tex. 

“Administration and jurisdiction of the Federal Facilities Corporation was 
transferred to the Administrator of General Services from the Secretary of the 
Treasury pursuant to Executive Order 10720, dated July 11, 1957. Assets 
transferred to General Services Administration represented a net investment of 
the Government of $29,443,475. 

“Synthetic rubber program.—In Executive Order 10678, dated September 20, 
1956, the President named the Corporation as successor to the Rubber Producing 
Facilities Disposal Commission for the purpose of administering the contracts 
entered into in disposing of the synthetic rubber plants. 

“With the transfer of the remaining alcohol butadiene plant, Louisville, Ky., 
to the Public Buildings Service for disposal, and the contemplated disposal of 
the catalyst manufacturing equipment in Baltimore, Md., all in 1960, the Corpo- 
ration’s sole remaining function with respect to synthetic rubber is to administer 
the sale contracts. The loss to this fund indicated in the budget schedule is 
expected to be recovered to the Government, in part, on the disposal of the 
Louisville facility. 
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“Tin Program.—Public Law 608, approved June 22, 1956, provided for opera- 
tion of the tin smelter until January 31, 1957. It also authorized and directed 
the Corporation to take steps immediately to sell or lease the tin producing facil- 
ities. Sale of the facilities was completed February 15, 1957, and the Corpo- 
ration’s sole remaining function with respect to tin is to administer the sale 
contract. 

“Administrative expenses.—Administrative expenses consist of salary and re- 
lated costs of an engineer engaged in the administration of sales contracts, to- 
gether with rental costs of office space and payment to the Administrative 
operations fund for administrative support. 

“Operating results—During 1959, the Corporation paid into the Treasury 
$5 million from liquidation proceeds. This and other actions reduced the equity 
of the Treasury to $17.5 million.” (From the budget for 1961.) 


Exuispir A.—Facilities sold subject to national security clause—Synthetic rubber 
facilities 








Name of facility Location Date of sale Sale price 

Shell Chemical Corp. (Petroleum butadiene | Los Angeles, Calif_.- April 1955_.....-. 
ylant). “ . 

shell Chemical Corp. (copolymer plant 06.2334. eh o6ea j $30, 000, 000 

Shell Chemical Corp. (styrene plant GOus..2< .do : 

Standard Oil Co. of California (petroleum | E] Segundo, Calif. _- «< ae a 1, 500, 000 
butadiene plant). } 

United States Rubber Co. (copolymer plant Naugatuck, Conn. do.. 3, 200, 000 

United States Rubber Co. (dodecyl mercap- O@ies«. do 60, 000 
tan chemical plant). } 

American Synthetic Rubber Corp. (copoly- | Louisville, Ky do... 2, 340, 000 
mer plant). 

Copolymer Corp. (copolymer plant Baton Rouge, La_..- do 5, 000, 00 

Copolymer Corp. (petroleum butadiene LARD. du do 5, 000, 000 
plant). } 

Esso Standard Oil Co. (butyl rubber plant do oe 14, 857, 000 

Firestone Tire & Rubber Co. (copolymer | Lake Charles, La lo 11, 650, 000 
plant). | 

Petroleum Chemicals, Inc. (petroleum buta- |.....do-__. Gd.... 16, 000, 000 
diene plant 

Firestone Tire & Rubber Co. (copolymer | Akron, Ohio : do___- 2, 250, 000 
plant 

Goodyear Synthetic Rubber Corp. (copoly- |-....do__. lo 2, 075, 000 
mer plant). 

Koppers Co., Ine. (alcohol butadiene plant Kobuta, Pa do 2, 000, 000 

Humble Oil & Refining Co. (petroleum buta- | Baytown, Tex do 8, 886, 000 
diene plant). 

Humble Oil & Refining Co. (butyl rubber i ait ee 17, 500, 000 
plant | 

Phillips Chemical Co. (copolymer plant : Borger, Tex lo 4, 525, 000 

Philips Chemical Co. (petroleum butadiene .do_. do__.- 19, 100, 000 
plant 

Goodyear Synthetic Rubber Corp. (copolmer | Houston, Tex se arenas : 11, 889, 000 
piant 

Ford Machinery & Chemical Corp. (petro- Diicaicn da ce ena 24, 187, 000 
leum butadiene plant | 

Goodrich-Gulf Chemicals, Ine. (copolymer | Port Neches, Te~--- Giisancisanel 13, 000, 000 
plant). | 

Texas-U.S. Chemical Co. (copolymer plant dd.... ; Kian - 11, 500, 000 

Goodrich-Gulf Chemicals, Ine 

Texas-U.S. Chemical Co. (petroleum buta- GO. ‘ a. , 53, 000, 000 
diene plant | 

United Carbon Co. (copolymer plant) -- Baytown, Tex July 1955 | 7, 153, 000 

Goodrich-Gulf Chemicals, Ine | Institute, W. Va_- February 1956__. 11, 000, 060 


Purchase-money mortgages, synthetic-rubber facilities 


; Unpaid prin- 
Name of facility Location Date of sale cipal, June 
30, 1959 


American Synthetic Rubber Corp. (copoly- | Louisville, Ky April 1955 al $1, 786, 220 
mer plant 

Copolymer Corp. (copolymer plant ; | Baton Rouge, La___. do 2, 977, 709 

Copolymer Corp. (petroleum butadiene plant) .. do i 2, 970, 298 

Great Southern Chemic il Corp Co pus Christi, Tex re) 140, 875 
lin facility: Wah Chang Corp rexas City, Tex... February 1957 1, 110, 000 


8, 985, 102 
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Mr. Tuomas. You have four employees here within the limitation 
and two outside the limitation. What is the reason for that? Yoy 
asked for language not to exceed $20,000. This is the old rubber 
reserve, gentlemen, as well as I remember. 

Mr. Turpin. That is correct. 

Mr. Tuomas. What is the object of having the two people outside 
the limitation ? 

Mr. Turpin. There are two outside the limitation and there is one 
in the limitation for 1960 and 1961, Mr. Chairman. 

Mr. Tuomas. I thought there were two outside the limitation, the 
top man and a clerical person. 

Mr. Turret. That is correct but now there is only one, a GS-15 
engineer within the limitation. 

Mr. Tuomas. How many outside the limitation, two? 

Mr. Turpin. Two. 

Mr. Tuomas. Total cost instead of being $20,000 is how much? 
You also show $2,000 for travel. You won’t have to do any travel 
on that. They will come to you. 

Mr. Turpin. The remaining workload is getting low. About all 
that remains now is for the annual inspection of those rubber plants 
having the security clause on them. 

Mr. Tuomas. They are taking good care of them. 

Mr. Turrrn. We are proposing legislation which would permit us 
to dissolve this corporation and transfer the remaining functions to 
GSA. When that happens this annual limitation of $20,000 can be 
dispensed with. 

Mr. Tromas. There are about $15,000 to $20,000 to be added to 
that. Total cost is closer to $40,000, is it not? 

Mr. Turrrn. No, sir. The full time of Mr. Sheehan and his secre- 
tary, who are outside the limitation, is not charged to this item. He 
has been doing work on some old DMS contracts and real estate dis- 
posal activities with a proportionate share of his expenses charged 
accordingly. 

Mr. Tuomas. Heis an outstanding individual. We have no quarrel 
to pick with him. 


RECONSTRUCTION FINANCE CORPORATION LIQUIDATION 
WITNESS 


WILLIAM P. TURPIN, COMPTROLLER 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
Program by activities 
1. Liquidation of World War II assets and liabilities $43, 168 $39, 000 $39, 000 
2. Liquidation of Smaller War Plants Corporation 10, 792 1, 000 1, 000 
Sa iincnemeeaie 
Total accrued administrative expenses (object class | | 
a ee 53, 960 40, 000 40, 000 


ee ae ees heii 53, 96) 40, 000 40, 000 
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JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. Insert pages III-51 and 52. 
(The pages referred to follow :) 


STATEMENT OF PROGRAM 


“Under the provisions of Reorganization Plan No. 1 of 1957, the Reconstruc- 
tion Finance Corporation was abolished as a corporate entity and the remaining 
functions of the Smaller War Plants Corporation and the World Was II assets 
program were transferred to the General Services Administration for final 
liquidation. 

“Operations.—It is anticipated that there will continue during 1961 the serv- 
icing of leases and conditional sales agreements covering 12 facilities, plus 
servicing of 47 other miscellaneous assets and 1 loan of the Smaller War Plants 
Corporation. Financial and legal servicing will also be required on 13 liabili- 
ties, plus approximately 80 cases in the hands of the Department of Justice 
under the complex food subsidy program. 

“Administrative expense requirements are estimated to continue at the 1960 
level. 

“Operating results ——Proceeds from liquidation will be paid into miscella- 
neous receipts of the Treasury” (from the budget for 1961). 

Detailed listing of workload summarized under “Operations” above. 


WORLD WAR II ASSETS 
Lease agreements: 
Republic Steel Corp.: Plancor 1686, Gary, Ind.; expires February 20, 1963. 
Republic Steel Corp.: Plancor 1688, Massillon, Ohio; expires May 6, 1964. 
Republic Steel Corp.: Plancor 1713, Cleveland, Ohio; expires May 17, 1964. 
Republic Steel Corp.: Plancor 1714, Cleveland, Ohio; expires February 13, 
1963. 
Conditional sales agreements: 
Haskelite Mfg. Corp.: Plancor 839, Grand Rapids, Mich.; matures July 31, 
1967. 
Republic Steel Corp.: Plancor 256, Birmingham, Ala.; matures February 11, 
1963. 
Republic Steel Corp.: Plancor 258, Frederickstown, Pa.; matures Febru- 
ary 20, 1963. 
Republic Steel Corp. : Plancor 262, Mineville, N.Y.; matures March 31, 1978. 
Republic Steel Corp.: Plancor 583, Elkhorn City, Ky.; matures September 1, 
1963. 
Mr. and Mrs. Richard S. Gray, Prince Georges Co., Md.; matures Novem- 
ber 1, 1974. 
Mr. and Mrs. Lawrence D. Miller, Prince Georges Co., Md.; matures Novem- 
ber 1, 1974. 
Mr. and Mrs. William A. Richards, Prince Georges Co., Md.; matures Novem- 
ber 1, 1974. 
Miscellaneous assets: 
Refunding utility contracts: 
City of Falls Church, Falls Church, Va. 
City of Houston, Houston, Tex. 
Southwestern Electric Service Co., Jacksonville, Tex. 
Syracuse Suburban Gas Co. : Plancor 1935, East Syracuse, N.Y. 
Syracuse Suburban Gas Co. : Plancor 2108, East Syracuse, N.Y. 
Meat subsidy cases: 
Campbell Packing Co., Deming, N. Mex.: Claim for overpayment. 
Superior Packing Co., Chicago, Ill.: Claim for overpayment. 
Other: 
H. J. Altschuler, La Paz, Bolivia : Mining claim. 
Atlas Oil Refining Co., Shreveport, La. : Renegotiation claim. 
Banco Agricola, La Paz, Bolivia : Rubber claim. 
Bethlehem-Lebanon Forge Co., Bethlehem, Pa.: Rent claim. 
Boeing Aircraft Co., Seattle, Wash.: Claim for fair value of property 
against Air Force, who are in possession. 





WORLD WAR II ASSETS—continued 





Miscellaneous assets—Continued 
Other—Continued 
Bolivan International Mining, La Paz, Bolivia : Mining claim. 
Bonded Adjustment Co., Spokane, Wash.: Claims for unpaid rent, Cop- 
lan Park housing project. 
British Ministry of Supply, London, Bngland: Turkish chrome, 
Brown & Root, Houston, Tex.: Mining claim. 
F & G Casting Co., Brooklyn, N.Y.: Judgment. 
Coastline Manufacturing Corp., Bridgeport, Conn.: Judgment. 
Cooperative Refining Association, Kansas City, Mo.: Patronage refund, 
Clyde Dampf, Amarillo, Tex.: Judgment. 
Fairfax Engineering Co., Passaic, N.J.: Judgment. 
Foust Distilling Co., Glen Rock, Pa,: Judgment. 
Frantz Distillers, Inc., Meyersdale, Pa.: Claim under alcohol program. 
Dr. Jose Gregorio Dias Granados, Bogoté, Colombia: Advance for 


litigation. 
Haitian Agricultural Corp., Paterson, N.J.: Sale of sisal plantation, 
Haiti. 


Hoover Industries, Detroit, Mich.: Judgment. 

Hughes Tool Co., Hollywood, Calif.: Plancor 1424, equipment and tools, 

Pierre Lakhovsky, Bogota, Colombia: Judgment. 

Raymond & Opal McDonald, Raleigh, N.C.: Judgment. 

Midland Cooperative, Minneapolis, Minn.: Patronage refund. 

Monolith Portland Midwest Co., Laramie, Wyo., Plancor 1844: Claim 
for reimbursement expense. 

National Marine Cargo Insurance Underwriters, New York, N.Y.: Sal- 
vage interest, S.S. Oregon. 

Northern Pacific Railroad Co., St. Paul, Minn.: Rate claim. 

H. E. Pogue Distilling Co., Maysville, Ky.: Claim under alcohol and 
high wines program. 

Sherwood Distilling Co., Westminister, Md.: Judgment. 

Steve Stanfield, Calamite, Kans.: Judgment. 

Benjamin Stratmore, Passaic, N.J. (Wadell Engineering Co.) : RFC 
Price Adjustment Board case, being handled by Department of 
Justice. 

Streator Packing Co., Streator, Ill.: Judgment. 

Tin Placers Corp., La Paz, Bolivia: Metal claim. 

Arturo Villareal Bogoté, Colombia: Judgment, crude rubber program. 


SMALLER WAR PLANTS CORPORATION 

Miscellaneous assets : 
General Talc, Fayston, Vt.: Default on loan repayment. 
Harmorganic Corp., New York, N.Y.: Default on loan repayment. 
W. L. Hart, Chickasha, Okla.: Claim on rental of equipment. 
Jardine Mining Co., Jardine, Mont.: Default on loan repayment. 
Lane Cooperative Warehouse, Eugene, Oreg.: Receivership claim. 
H. L. Miller, Wauchula, Fla.: Default on loan repayment. 
Telecon Corp., New York, N.Y.: Default on loan repayment. 


WORLD WAR II LIABILITIES 


Banking and Trading Corp., Djakarta, Indonesia: Suit in New York on rubber 
contract. 

Galen H. Clark Packing Co., Inc., Paxinos, Pa.: Meat subsidy claim. 

Marion Failla, et al., Hillside, N.J.: Overpayment renegotiation. 

Ford Motor Co., Detroit, Mich.: Unclaimed wages, Davis-Bacon Act. 

John 8S. Foster, Beaumont, Tex.: Litigation on lease. 

Louis Garcia, La Paz, Bolivia: Claim, crude rubber program. 

General Motors Corp., Detroit, Mich.: Unclaimed wages, Davis-Bacon Act. 

Jardine Mining Co., Jardine, Mont.: Suit under Contract Settlement Act 1944. 

= Cord Forgings, New York, N.Y.: Suit under Contract Settlement Act 
1944. 

B. Solomon, La Paz, Bolivia: Crude rubber claim. 

Union Packing Co., Los Angeles, Calif: Meat subsidy claim. 

Wah Chang Corp., Glen Cove, N.Y.: Claim before U.S. Court of Claims. 

War Emergency Pipelines, Inc., Plancors 1226 and 1680: Land condemnation 
claims, 
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Mr. Tuomas. Liquidation functions in connection with RFC assets 
acquired in its World War II activities and assets of the Smaller 
War Plants Corporations were transferred from the Secretary of the 
Treasury to GSA pursuant to Reorganization Plan No. 1 of 1957. 
You want $40,000, the same amount as last year. 

Is that amount correct ? 

Mr. Turrrn. Yes, sir. There is still a lot of work to try and dis- 

se of those old cases. 

Mr. Tuomas. If we cut that in half you could absorb the rest of it, 
could you not? 

Mr. Turrry. It would be very difficult. I do not think we could. 


ADMINISTRATIVE OPERATIONS 


WITNESSES 


HON. FRANKLIN G. FLOETE, ADMINISTRATOR 
WILLIAM P. TURPIN, COMPTROLLER 

HERBERT E. ANGEL, DIRECTOR OF ADMINISTRATION 
J. H. McCOMBER, JR., GENERAL COUNSEL 


Program and financing 


————————————ee _ _ — a - _ a 


‘3 | 
1959 actual | 1960 estimate | 1961 estimate 





Program by activities: | | 





1. Financial services ; | $9,244,977 $9, 662, 304 $10, 167, 700 
2. Administrative services : 3, 872, O87 | 3, 904, 688 | 4, 102, 100 
3. Legal services hte 1, 144, 092 | 1, 206, 411 | 1, 209, 500 
4. Legislative and information services_- ; 280), 237 | 300, 551 | 329, 500 
5. Management supervision... _- = , 304, 532 | 316, 650 | 280, 000 
6. Adjustment of prior year costs_ ___--- Se 9, 040 | oe ae 
Total program costs !___.__. . : : oe 14, 854, 965 | 15, 390, 694 | 16, 088, 800 
7. Relation of costs to obligations | | 
Costs financed from obligations of other years (un- | | 
paid undelivered orders), net (—) : ‘ Seite ete —45, 694)___...__- 
Obligations incurred for costs of other years (un- | | 
paid undelivered orders), net__. : fanaa 235, 792 11, 200 
Total program (obligations) : aan 15,090,757 | 15, 345, 000 | 16, 100, 000 
Financing: 
Advances and reimbursements from other accounts: 
Limitation | 12,399,760 | 12,983, 000 13, 300, 000 
Excluded from limitation | 2, 727, 959 | 2, 580, 000 | 2, 800, 000 
Unobligated balance no longer available — 36, 962 | — 218, 000 
ee eee al 15,090,757 | 15, 345, 000 | 16, 100, 000 


! Includes capital outlay as follows: June 30, 1959, $118,972; 1960, $219,740; 1961, $44,000 
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Object classification 
‘ ~ napnceenniaiaee 
1959 actual 1960 estimate | 1961 estimate 
Total number of permanent positions_-__._................--.-- 2, 042 | 2, 053 
Full-time equivalent of all other positions._..............--- -| 23 | 10 
Average number of all employees----_......--.- podmienamdanssed 1, 970 2, 001 
Number of employees at end of year. ............-.-...---.--- | 2, 005 | 2, 053 
Aas Gar te ne ON. 8 oe on oh oboe coke. 7.1 $6,168 | 7.4 $6,298 
Average salary of ungraded positions.............- sianaunimaianea 4, 679 4, 809 
01 Personal services: : Ho 
I I ie ss tba teia dniglakin naan $12, 038, 708 $12, 529, 144 $12, 916, 303 
Positions other than permanent-.-............-.....---- 94, 883 43, 094 16, 720 
SR NIE IEE CHIU 6 6 bce ccncntsdonnmeddesodabars 218, 228 17, 0662 59, 677 


I na cents aistiiemmnbsitgpeanesei 
a ca eel Dera oer 
03 Transportation of things aie cdgaiate ee eaeitiep akc tne dmirtnes 
ES ee ee 
ee Re Oe ee II, 0 cen ccncnen ec ieneesiued 
06 Printing and reproduction 
PRE 

Services performed by other agencies 
08 Supplies and materials 
le ee memipnemanadeinam | 
11 Grants, subsidies, and contributions__.........._- | 
13 Refunds, awards, and indemnities.-..................-. ai 
15 Taxes and assessments 


CE SA a SE een nameeeaeue 








JUSTIFICATION OF THE 


12, 351, 816 





| 12,742, 900 





ESTIMATES 


15, 345, 000 


12, 992, 700 





"231, 000 | 252, 500 
20 200 | 19, 300 
221, 100 | 226, 500 
686, 100 | 972, 800 
307, 500 | 332, 000 
119, 700 | 237, 800 
33, 600 | 34, 900 
114, 600 120, 800 
41, 600 50, 900 
815, 800 | 343, 800 

6, 100 14, 000 

4, 800 2, 000 


16, 100, 000 


Mr. Tuomas. Let us insert the administrative operation fund in the 


record, pages III, 4 57, 58, 59, and 60. 
(The pages referred to follow :) 


Summary reconciliation of 1961 estimate to 1960 funds 


(a) Appropriation items affecting the limitation: 
1960 Limitation in annual act_- 
Comparative transfer from OE-PBS_- 
Comparative financing, foreign aid procurement 
Comparative transfer to OE-FSS8--.- 


Comparative total for 1960 _. 
Decrease in 1961: Effect of program: changes. 
Increases in 1961: 
Research and development in automatic data Pane 
Contribution to health benefits fund.- aaa 
Support for program changes.--..-- 


Total estimate for 1961 limitation 


Analysis by activities 


$12, 750, 000 


+ $60, 000 
+220, 000 
—47, 000 
—_ 233, 000 
12, 983, 000 
— 60, 000 
$92, 000 
92, 000 
ebidceion 193, 000 
= ame 377, 000 
13, 300, 000 


Activities 1960 Decreases | Increases 1961 
De CUO IOOE.. nin ccudeenbdininecmenel li 7, Of | | $250,700 | $8, 141,000 
2. Administrative services __.........-.-..- I ihc cniarcstsnenal 106, 400 3, 559, 000 
eee Ae 1, 035, 100 — , 19, 900 1, 055, 000 
4. Legislative and information services__ 300, 000 $15, 000 |....-- 285, 000 
5. Management supervision............... 305, 000 45,000 }....-.- call 260, 000 
Oa eiceaciin iia iettiasdicteltacntnetvihe 112, 983, 000 60, 000 377, 000 13, 300, 000 


1 $218,000 savings included for comparability. 
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Summary reconciliation of 1961 estimate to 1960 funds—Continued 


(0) Other items excluded from limitation: 
1960 allocations and reimbursements 








ta i ak $2, 580, 000 
DecTenne I TVGL: Hiimece Ok PLOSTATI CUBNSOS. . . . . noccceecc tn cecncccccccesnnnce —4, 900 
Increases in 1961: 

Contribution to health henefits fumd.._................................... $21,000 
nr ee eT neo ceed matinearedeemenemnbeieminmie 203, 900 
sa 224, 908 
Total estimate for 1961 outside limitation.................-....-----....-------.- 2, 800, 000 
Analysis by activities 
Activities 1960 | Decreases | Increases | 1961 

- $$ fi }___ 

Financial services _- $1, 909, 700 ek $124, 300 2, 034, 000 

Administrative services. .....- ie = 489, 700 |.._-- 56, 300 546, 000 

Legal services... ae ‘ 159, 900 3 155, 000 

Legislative and information services_._.-.- ey ge 39, 300 45, 000 

Management supervision...............-- 15, 000 }-. edaoan 5, 000 20, 000 

I scctinetibansiinm ciarshniatahaendeeenisninininagicaics 2, 580, 000 4, 900 224, 900 2, 800, 000 
(c) Total estimate for 1961 administrative operations._...............--...--------.----- 16, 100, 000 


Analysis by activities 











| 
Activities | 1960 | Decreases | Increases 1961 
| | | | sed Bal 
1, Financial services Sibln chatineenas 1$9, 800, 000 |.....----..-- $375, 000 | $10, 175, 000 
2 Administrative services. i A Ss | WE EEE 162, 700 4, 105, 000 
3. Legal services nee eee eae 1, 195, 000 | $4, 900 | 19, 900 1, 210, 000 
4. Legislative and information services... _-| 305, 700 | 15, 000 | 39, 300 | 330, 000 
§ Management supervision__._.-- ‘ é | 320, 000 45, 000 | 5, 000 | 280, 000 
I i i i 15, 563, 000 | 64, 900 | 601, 900 16, 100, 000 





1 $218, 00 savings included for comparability. 


GENERAL STATEMENT 


“Financial, administrative, legal, legislative, and informational services and 
management supervision required to support all General Services Administra- 
tion programs are provided by the integrated staff organization of General 
Services Administration. They are initially financed from an administrative 
operations fund into which the various benefiting appropriations and funds 
make deposits for their share of the obligations incurred. Of the amount de 
posited in the fund during a fiscal year, the total amount from appropriations 
made available to General Services Administration in the annual act for the 
year is subject to a specific monetary limitation and amounts from each ap- 
propriation are limited to those included in the respective program appropri- 
ations for that purpose. Deposits from other sources are not covered in the 
limitation as the scope of programs and supporting workload is seldom pre- 
cisely known in advance. 





280 





“Estimated amounts available for 1961 from the various sources and compar- 
able data for 1959 and 1960 are: 











| Ss 
1959com- | 1960 com- | 1941 esti- 
| parable | parable mate 
—_ —s —_—— — ~ — — — — ——— | oe LS 
Included in limitation: | 
Operating expenses, Public Buildings Service_-__-...._--- $3, 588, 200 $3, 900, 000 | $4, 250, 000 
Repair and improvement of public buildings.____- | 995, 800 900, 000 | 955, 000 
Sites and expenses, public buildings projects. _........._--. 140, 000 | 363, 000 | Seer 
Operating expenses, Federal Supply Service ---.-__-- | 914, 100 948, 000 | 1, 200, 000 
Expenses, supply distribution.................-- ae 4, 468, 000 4, 865, 000 | 4, 900, 000 
Operating expenses, National Archives and Records 
Service - _.-. = apnea uksatutcds net . : 429, 100 | 468, 800 540, 000 
Operating expenses, Transportation and Public Utilities | 
Service - --_- Msaiad ee ae ined ae ncicgtl 357, 700 | 356, 000 | 380, 000 
Strategic and critical materials_..._...........__-...-.--- 1, 438, 700 | 1, 128, 000 | 75, 000 
Abaca fiber program -_-_-_-- ‘ ‘ = 14, 200 | 14, 200 a coccemenn 
Reconstruction Finance Corporation liquidation fund_ .- -_| 53, 960 | 40, 000 40, 000 
Construction of relocation facilities................---...-- ‘ ad oo 60, 000 
Total included in limitation _.....................-.--.- 12, 399, 760 12, 983, 000 | 13, 300, 000 
Excluded from limitation: 
Sites and expenses, public buildings projects. _........__- : ee Ae be 500, 000 
Expansion of defense production_._.__- Ree 6 cath Ler 1, 142, 000 1, 090, 000 800, 000 
Buildings management fund.....................-......... 627, 513 | 634, 600 | 640, 000 
NS — 369, 875 | 404, 000 445, 000 
aaa ee ee 292, 000 | 178, 000 178, 000 
Office of Civil and Defense Mobilization..........__- aa 85, 000 | 85, 000 85, 000 
Commodity Credit Corporation. . ........................ 106, 100 | 110, 000 90, 000 
Commission on Civil Rights.................__-_- sd 21,000 21, 000 21, 000 
Acquisition of strategie minerals. _.....................-.- 20, 000 |. 3g Recdiocbine wane 
Additional Washington airport... ....... a a aaa a | 27, 200 | 13, S50 i ccccctesenel 
Outdoor Recreation Resources Review Commission , 7, 500 25, 000 25, 000 
Federal Facilities Corporation fund__.................__-- 1, 340 600 | 500 
CERO Ee a dh oi wb bkbcnsecacceccdstsnecind< 28, 431 18, 900 | 15, 500 
Total excluded from limitation.....................-.. 2, 727, 959 2, 580, 000 2, 800, 000 
Unobligated balance (savings). ....................-...-....- — 36, 962 — 218, 000 é 
Ee ee ee eee 15, 090, 757 15, 345, 000 16, 100, 000 


“The increases in General Services Administration programs requested for 
1961 will require increases in supporting administrative services and certain 
understaffed services require strengthening to provide more adequate support.” 
(From the budget for 1961.) 

The administrative operations fund was originally authorized in the Independ- 
ent Offices Appropriation Act, 1957, the language therein prescribed that the 
costs and obligations for administrative operations support of the respective 
operating programs shall be accounted for in accordance with a system ap- 
proved by the GAO. A systen: of performance analysis and cost distribution, 
approved by the GAO, has been in operation since 1957. The system provides 
for accumulation of actual costs in relation to the respective operating pro- 
grams which become the bases for succeeding budget estimates. 


APPROPRIATION LANGUAGE 


“Funds available to General Services Administration for administrative 
operations, in support of program activities, shall be expended and accounted 
for, as a whole, through a single fund, which is hereby authorized: Provided, 
That costs and obligations for such administrative operations for the respective 
program activities shall be accounted for in accordance with systems approved 
by the General Accounting Office: Provided further, That the total amount 
deposited into said account for the fiscal year [1960] 1961 from funds made 
available to General Services Administration in this act shall not exceed 
[$12,750,000] $13,300,000, of which not to exceed [$400] $660 may be used 
for purchase of newspapers and periodicals: Provided further, That amounts 
deposited into said account for administrative operations for each program 
shall not exceed the amounts included in the respective program appropriations 
for such purposes.” 
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JUSTIFICATION 


Justifications for each program appropriation includes the cost of “Adminis- 
trative operations” related to the particular program. The term “administra- 
tive operations” refers to services performed by the five integrated staff organ- 
jzations which provide support for all of the operating programs of GSA. Each 
staff organization deals with a specific functional area: (1) Financial services, 
(2) administrative services, (3) legal services, (4) legislative and information 
services, and (5) management supervision. 

Financing for the integrated staff organizations as summarized below is 
shown by source of fund on exhibit A, page III-62, and is explained by sub- 
activities in the narrative which follows: 





1959 1960 

















| 
1961 
a ee ee 2 Ee a 
Amount | Man- Amount | Man- | Amount Man- 
| years years | | years 
i | / } 
ee oe | | 
NT = ee $9, 434, 020 |1, 263.3 | $9, 582.000 |1, 277.8 |$10. 175.000 | 1,300.2 
9, Administrative services. ..............- | 3,900,370 | 533.1 | 3,942,300 | 538.4 | 4,105,000 | 540.3 
BN WOE WIOES. «68. ane nn noon wns 1,170,163 | 120.0 | 1,195,000 | 129.7 1,210,000 129.0 
4, Legislative and information services_-_- 279, 583 27.5 305,700 | 29.6 330, 000 | 30.9 
§, Management supervision.......... ndbbis 306, 621 25.7 320. 000 25.9 280, 000 22.0 
ta tp atict i dnchvabbonsakcuns seedhdinadanaineshnl tbat tes 218, 000 faknntnay Iapadab-o tia Seance 
ead dc dbbt<ddanqnasssecbauteends 15, 090, 757 |1, 969.6 | 15, 563, 000 lo, 001.4 | 16, 100,000 | 2,022.4 


| : 4s Nes 
i he | 12, 400, 821 |__...... 12, 983, 000 |.....-.- 13, 300, 000 mS 
SS ee | 2, 689, 936 2, 580, 000 |--------| 2, 800, 000 | 

| 


Savings, representing an unobligated balance in connection with ADP research 
and development, are explained on page III-70, under “Financial services.” 

These services are financed from two types of deposits to the AO fund, as 
follows : 

(a) Deposits subject to limitation are those amounts provided in the annual 
appropriations act for GSA to perform its various programs. These amounts 
are directly related to specific GSA programs where the workload can be esti- 
mated with reasonable accuracy. The total to be deposited from these sources is 
subject to the limitation on deposits to the AO fund prescribed in the annual 
appropriation act. 

(b) Deposits not subject to limitation are related to programs not financed 
directly by appropriations in the annual act. The size of these programs and 
supporting workloads is seldom precisely known in advance. For budget pur- 
poses, they are estimated on the basis of past experience and the best informa- 
tion available at the time with respect to future workload. 


Summary of deposits to AO fund 


(See exhibit A for deposits by source) 


| Included in Excluded 
Fiseal year Total limitation from 
| limitation 





1959 actual Eat ok ee ae allah aetna ie = ed $15, 090, 757 $12, 400, 821 $2, 689, 936 
1960 estimate ihn tecta el aD le ale EE sl eee ciel | 15, 563, 000 12, 983, 000 2, 580, 000 
ar er tock Tees) Pee SAT ee See. eee | 16, 100, 000 13, 300, 000 | 2, 800, 000 

SE a | +537, 000 +317, 000 +220, 000 
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Ezplanation of changes from 1960 

The total increase of $537,000 requested for 1961 above the estimate for 1969 
is for the following purposes: 

1. $92,000 for further research and development of a system of automatic 
data processing utilizing electronic computer equipment. 

2. $113,000 contribution to health benefits fund. 

3. $332,000 is directly related to the workload which must be handled ip 
connection with increases in operating program levels as reflected in program 
estimates. 

Mr. Tuomas. This amount is going up every year. We set up 
this language for this fund in 1957 at your request. You got an 
appropriation limitation of $9,540,375. 

In 1958 it was $10,530,000, plus $440,000 for pay act increases. In 
1959 it was $12,005,660. In 1960 it was $12,750,000. This year you 
want what, $13,300,000 ? 

Mr. Touretn. That is right. 


DIFFERENCE BETWEEN LIMITATION AND NONLIMITATION 


Mr. Tuomas. I see $2,800,000 outside the limitation for 1961. In- 
stead of the total cost for 1961 being $13,300,000 it is $16,100,000. 
Why have this fund when you have a third of it outside the limitation 
and why the items outside the limitation ¢ 

Outside the limitation you have sites and expenses, public build- 
ings; expansion of defense production; building management fund, 
a very large one totaling $640,000; general supply fund, another 
$445,000; and several smaller items. These are all outside the limi- 
tation. 

Then you have acquisition of strategic minerals outside this year, 
the “Washington Airport,” “Federal facilities,” “Outdoor Recreation 
ond Resource Commission.” Why are these items excluded ? 

Mr. Turprn. All of these items are excluded from the limitation 
because the amounts are taken from funds not included in the Inde- 
pendent Offices Appropriation Act for the respective years 

A number of those items outside the limitation are the reimbursable 
type items. 

Mr. Tuomas. I see many of them right here in Independent Offices, 
old customers. There is a new one, the Recreation Commission. 

Mr. Turrrn. Yes, sir. That one, so far as GSA is concerned, is 
not included in the Independent Offices Act for GSA. We are called 
upon to render services to a number of these commissions—— 

(Off the record. ) 

Mr. Turpin. The charges that are made to the respective appropria- 
tions, Mr. Chairman, are made under a work measurement system 
which was developed 

Mr. Tuomas. We are familiar with all that. What you are fur- 
nishing everybody throughout the agency is financial assistance, ad- 
ministrative assistance (w vhich means housekeeping) , legal, legislative, 
and information service programs. 

Mr. Yares. You are pretty busy, are you not? Why do you have 
this exclusion of these various projects ¢ 

Mr. Turrrn. Mr. Yates, the language of the oe act 
places a limitation on the amount that can be deposited in the AO 
fund from appropriations included in the Independent Offices Ap- 
propriation Act. That is the estimate of $13,300,000, within the limi- 
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tation. The other items are really in the form of reimbursements for 
services provided by GSA and are from funds not included in the 
limitation under the Independent Offices Appropriation Act. 

As I mentioned a few minutes ago, GSA, being a service agency, 
is called upon by a number of the agencies, particularly these new 
boards, commissions, and so forth, which are set up, to provide them 
with their financial, legal, and personnel services. 

Mr. Osrerrac. Legal? Do you really provide legal services? 

Mr. Turpin. Yes, sir. 

Mr. Yares. For the new agencies? 

Mr. Turrtn. For the commissions, and similar agencies of short 
durations for which GSA provides supporting services. 

Mr. Yares. Can you give us an example? The Outdoor Recreation 
Resources Review Commission ? 

Mr. Turrry. The Commission was set up I believe to run for about 
2 years. We actually provide all the accounting and budget services 
for them, and process their personnel actions. 

Mr. Fiorrr. Give them a place to operate from. 

Mr. Torrr. That is right. 

Mr. Ostertac. Will the gentleman yield? 

Mr. Yates. Yes, I yield. 

Mr. Osrertac. Take, for example, your Commission on Civil 
Rights. That may not be a good example. Do you mean to say the 
GSA provides the Commission on Civil Rights with legal service 
and they do not maintain their own counsel ? 

Mr. Turrin. Congressman Ostertag, only legal services which 
would be required of an administrative nature, not the legal 

Mr. OstrertaG. With regard to property, and things of that kind? 

Mr. Tourer. That is right, but not any legal advice that they would 
use in their 

Mr. Yates. On the subject of civil rights. 

Mr. Turpin. That is correct. 








FINANCIAL SERVICES 


Mr. Tuomas. Let us take a little bird’s-eye view now, gentlemen, 
of the financial services. This ought not to take long. You show 
1,300 people for 1961. You go up $593,000 over 1960 to a total of 
$10,175,000. 

Financial services for all GSA programs are provided under this activity. 
Financial services include all phases of budget administration; accounting and 
reporting, credit extension, and financial analyses; conduct of audits, 
and so forth. We shall insert in the record at this point pages ITI- 
5 and I1I—66. 

(The pages referred to follow :) 


Average employment 


| Amount aa S * 
| Department Field Total 
| 
| 
60 _9, 800, 000 
Savings —218, 000 | 
, 196) adjustment 9, 4582, 000 402. 6 875.2 | 1, 277.8 
Chang: +593, 000 +12.8 +9.6 4-99 4 
1951 10, 175, 000 415.4 884.8 | 1, 300. 2 
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HIGHLIGHT 





Financial services for all GSA programs are provided under this activity, 
Financial services include all phases of budget administration; accounting and 
reporting; credit extension and financial analyses; conduct of audits; ang 
planning, installation, supervision, and improvement of accounting, billing, ang 
collection operations, which constitute an integral part of major activities of 
GSA. Governmentwide inventories of real property are developed and assistance 
is provided other executive agencies with property accounting systems. 

Financial services are performed in the central office through 8 principal 
subactivities with operations of 4 extending to each of 10 regional offices under 
supervision of regional comptrollers. 





1959 1960 1961 
| 
Amount | Man- Amount Man- Amount Man- 
years | years | | years 
| 
Distribution by subactivity: | 
(a) General supervision !__.........-. | $297, 622 28.2 $310, 400 30. 0 $314, 000 | 30.0 
(6) Accounting !___.___. 7 . a 6, 870, 273 987.5 | 6,878, 400 988. 5 7, 087, 100 O82, 5 
(c) ADP research and development 21, 000 | 1.0 | 132, 000 13. 2 442. 000 37.9 
(d) Audit_._-.....--- weawnnkamebanmrad } 896,081 | 95.2] 901,200} 93.3] 952,000} 97.9 
(e) Budget !__._-_-- Liontiseabeta 829,846 | 97.9} 851,200 | 97.5 852, 900 | ¥i 
(f) Credit and finance ! iitisatesdnenieed’ 422, 216 46.8 | 429,600 | 48.3 | 447, 000 | 49.2 
(g) Real property inventory. .....-.- 96, 982 6.7 | 79, 200 7.0 80, 000 6.9 
} + >! a . ond eemmeeypeinie 
Total cost or estimate_........-- | 9, 434,020 |1, 263.3 | 9, 582,000 |1, 277.8 | 10,175,000 } 1,300.2 
Distribution by location: | 
SPOPOKCOR PNAS. Ui 55odidek. edn ocesss-. | 3,493,546 | 404.8 | 3,632,300 | 402.6] 3,918,500] 415.4 
Ickes och mena ncgaseginmanascitedstmnaiéins 5,940,474 | 858.5 5, 949, 700 $75. 2 6, 256, 500 8 





1 Components with regional counterparts. 


The increase of $593,000 in the estimate for 1961 is 6.2 percent over 1960, 
Summarized below are the principal changes on a functional basis: 

ADP research and development.—$310,000, for installation and testing of auto- 
matic data processing equipment preparatory to planned operational use at the 
start of 1962. 

Data processing.—$226,200 provides for four additional small-scale electronic 
computers for converting selected workload now being handled by EAM equip- 
ment in four regions, to a faster and more effective processing method. The 
balance of the increase provides additional EAM equipment to handle projected 
overall workload increases, primarily in the area of FSS stores operations. 

Audit.—$50,800 is to provide basic audit coverage considered essential to pro- 
tect the Government’s interest. 

Other increases of $6,000 from 1960 is a net figure after providing $110,100 
for financial services covering expanded programs, less $104,100 reductions due 
mainly to more efficient financial operations. 
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| | 
1959 1960 1961 
performance | financing | estimate 
—_—— - > = — TTT PINT —— 
gource of funds: | 
Included in limitation: 
Operating expenses, PBS - | $1,755,538 } $1, 831, 000 | $2, 061, 000 
Repair and improvement } 445, 056 | 415, 000 438, 000 
Sites and expenses _.. | 77, 456 | 210, 000 | 
Operating expenses, FSS____ 553, 032 | 485, 000 | 680, 000 
Expenses, supply distribution- --- 3, 458, 451 3, 837, 500 3, 863, 000 
Operating expenses, NARS. 197, 176 165, 800 | 185, 000 
Operating expenses, TPUS 179, 313 123, 000 | 125, 000 
Strategic and critical materials_- 779, 335 | 778, 000 | 705, 000 
Abaca fiher program oat 14, 484 11, 000 | 
RFC liquidation fund | 39, 990 | 34,000 | 34, 000 
Construction of relocation facilities 50, 000 
Total included in limitation 7, 499, 931 7, 890, 300 8, 141, 000 
Excluded from limitation: | | 
Sites and expenses | 324, 000 
Expansion of defense production 853, 813 854, 000 629, 000 
Buildings management fund | 364, 460 369, 100 374, 500 
General supply fund_. | 369, 875 404, 000 445, 000 
Construction services | 143, 241 | 82,000 | 82, 000 
Office of Civil and Defense Mobilization | 47,778 51, 000 | 51, 000 
Commodity Credit Corporation a 97, 593 97, 000 79, 000 
Commission on Civil Rights__-- | 17, 850 18, 000 | 18, 000 
Acquisition of strategic minerals 13, 907 | oh 
Outdoor Recreation Resources Review Commission... 6, 375 | 21, 000 | 21, 000 
Federal Facilities Corporation fund- 1, 340 | 600 | 500 
Other minor sources 17, 857 | 13, 000 } 10, 000 


Total excluded from limitation_..- 
} 


, 034, 000 
ligated balances 


1, 909, 700 
—218, 000 


1, 934, 089 


nt 


Unol 


Total 9, 434, 020 9, 582, 000 10, 175, 000 


ADMINISTRATIVE SERVICES 


Mr. Tuomas. Let us look at administrative services. 
housekeeping crowd. 

Let us put in the record at this point pages III-79 and ITI-80. 

(The pages referred to follow :) 


This is the 





| | Average employment 
|} Amount a ae coe —_—— 
Department Field Total 
ae bhaiite a hedies bea cneaeenebipbadeacedt .----| $3,942,300 211.1 | 327.3 538. 4 
eee Se pene ee ae eres pe +-162, 700 | +-1.5 ] +.4 +1.9 
1961 inn ictal tical as tchaiaisicnenl 5 taint eas | 4, 105, 000 212.6 327. 7 540.3 
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HIGHLIGHT 


This activity, under the direction of the Director of Administration, includes 
administration of: (1) a personnel management program; (2) internal GSA 
office services of supplies, equipment, space, messenger, and communications 
service; (3) an internal GSA records program; (4) the agencywide management 
improvement program, evaluation of organization, and coordination of the jg. 
suance system for GSA regulations and other documents affecting internal anq 
external operations ; (5) a security program; (6) a preventive-deterrent pro- 
gram to diminish incidence of fraud and related irregularities with respect to 
GSA programs, and detection of crimes in Government buildings; (7) mobiliza- 
tion planning activities of GSA, including coordination of support services and 
assistance to other civilian executive agencies; and (8) coordination of an 
agencywide management reporting system. 

Administrative services are performed in the central office through 5 syb- 
activities with operations of 4 extending to each of 10 regional offices. 











1959 1960 1961 
Amount Man- Amount Man- Amount Man- 
years | | years years 
Distribution by subactivity: | 
(a) General supervision 4___........--]} $138, 62: 13.1 | $142,000 13.2 | $143,000 13.0 
Or ad neem 200.7 | 1,509,500 | 199.8 | 15 4, 000 201.2 
(c) Systems and procedures ! ee ae , 4 83.3 792, 000 86.0 | 839, 000 | 86. 1 
(d) Administrative operations ! 181.7 1,051,100 | 185.6 1,083,900] 1841 
oe ee ee 55,625 | 54.3 447, 700 53.8 | 75,100} 55.9 
rr — |_—— 
Total cost or estimate__.......-- | 3,900,370 | 533.1 3. 942,300 | 538.4 4,105,000 | 540.3 
Distribution by location: K 
NNT dari csisicstencniceainalaehotenseridig | 1,819,115 216.0 | 1,763,400] 211.1] 1,854,400 212.6 
I ciiadacntessicciniahcenihsiipiesadcnanncinsaantaincictia | 5 | 317.1 2,178,900 | 327.3 | 2,250, 600 327.7 


1 Components with regional counterparts. 


The increase of $162,700 in the estimate for 1961 is 4.1 percent over 1960, and 
reflects costs for s salary for 3 additional positions and realinement of the staffing 
structure to enable more effective development and utilization of administrative 
management services, $58,200; contribution to health benefits fund, $30,300; 
provision for adequate travel, $17,400; printing, $20,300; and for other related 
costs, such as contribution to retirement fund, group insurance, supplies, and 
communications, $36,500. 




















1959 196 1961 
perio nce finan est le 
Source of funds 
Inclu 
PBS $1, 265, 35 $1, 451, 000 $1, 561, 000 
ent 307, 260 $f4, OOM 395, 000 
Sites and ext 1, 861 75. OOM 
Operating expenses, FSS 208, 326 267, OOK 308, 000 
Expenses, supply distribution 691, 180 731, 500 735, 000 
Operating expe NARS 321, 18s 270, Of 320, 000 
Operating ex s, TPUS 1346, 137 86, 500 88, 000 
Stratezic and materials 207, 835 207. 00 150, 000 
Abaca fiber S37 Hn 
Construct itior u l€ 2 000 
Total included in limitation 3,3 74 3, 459. Hn 3, 559, 0% 
Excluded from limitation 
site ind eX] 1se 40. OOO 
Expansion of defen e production 113, 827 114, 000 83, OOO 
Buiidings management fund 255, 523 QAR, OM 258, 000 
Const ction Se ce 2. wy +00 50 000 
Office of Civil 1 Defense Mobilization $0, 623 33, 80 33, 500 
Commodity Credit Corporation 12, 211 12, OO 10, 000 
Commis mon Ci 3.150 , OO 3, 000 
Outdoor Recreation ces Review ( I 1.12 1. 00 4, 000 
Acquisition of stratetic minera 457 
Other minor source 10, 574 900 5, 500 
Total excluded from limitation 130, 306 189. 70 546, 000 


Total 3, 900, 370 3, 942,300 | 4, 105, 000 
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Mr. THomas. 
of Administration. 


Mr. ANGEL. 


Right here, sir. 


Mr. Tuomas. 540 people are to be employed in 1961. 


have an increase of two. 


This activity is under the direction of the Director 
a % . . a a ° 
Where is the Director of Administration ? 


I see you 


That is so small we just cannot notice that. 


ur appropriation last year was $3,942,300, but you have an increased 
four ap} 


cost this year of $162,700 with two people additional. 


This activity includes personnel management, internal GSA office 


services of supplies, equipment, space, messenger 
services, internal GSA records program. 
description here. 

Lega SERVICES 


Now we get down to page III-86, legal services. 
page III-—86 in the record at this point. 
(The page referred to follows :) 


Average employme 


Amount 


Departmental 


1960 a | $1, 195, 000 84.5 

Ubang +-15, 000 | +1.6 
} | — 

otal, 196 1, 210, 000 86.1 | 


HIGHLIGHT 


Direction, supervision, 
including legal counsel to the 
Legal services, under 


direction of the General Counsel, 


are performed in 


and communication 
There is a quite lengthy 


We shall insert 





Field Total 
45.2 | 129.7 
—2.3 —0.7 
42.9 129.0 


and performance of all legal activities is provided, 
Administrator and all service 


and staff officials. 
the 


central office through 6 subactivities, with field services provided under 10 regional 


counsels. 
major program area as set forth below : 


Legal services required in support of programs of GSA differ for each 


1959 1960 1961 
a 
Amount | Man Amount Man Amount Man- 
ye il Ve r i years 
stribution by subactivity 
a) General supervision $65, 203 5.8 $71, 300 6.5 $72. 500 6.5 
Real property service $93, 023 48.6 177, 800 2. ( 483, 400 51.4 
Personal property services 216, 934 23.1 242, 400 26. 4 252, 500 | 27.6 
d) Defense materi ervice 179, 79 18. 4 173, 600 19.3 164, 000 | 17.5 
(e) Transportation and public utili- 
ties services 145, 957 16.2 160, 900 w.7 164, 800 17.6 
f) Record nad irnir trat rn sé 
ice 69, 240 7.9 69, 000 7.3 72, SOK 8.4 
Total t or estimat 1, 170, 16 120.0 1 1, 000 1, 210. 000 129.0 
Distrib ition by lo 
Department 790, 044 78.8 780. 000 R4 800, 300 ae | 
Regional .. 80, 119 41.2 415, 000 45.2 400, 700 12.9 


n9o0r 


53225—60—pt. 2 19 





| 1959 per- {1960 financing) 1961 estimate 
formance 





Source of funds: 
Included in limitation: 


ee a a $367, 299 $444, 000 $469, 000 
Repair and it nprove I nn 63, 529 59, 000 69, 000 
SPUN Ss hd ne ck wii 8, 409 20, O00) i563 i 
Operating expenses, FSS iets soni . 121, 668 109, 000 122 000 
Expenses, supply distribution ae daarenet 102, 138 129, 000 135, 000 
Operating expenses, NARS................---..-.... 13, 792 12, OOO 13, 000 
Operating expenses, TPUS_-_____.___-- hiacthiatiginigbtee 166, 153 135, 500 154, 000 
Strategic and criticz al ae 113, 616 113, 000 97, 000 
Abaca fiber program .-_.................... 3, 379 Bp WOU 4. cccwectan. 
RFC liqui gition fendi: vee oe oteke 6, 671 6, 000 6, 000 
Construction of relocation facilities... __- , ‘ B 8, 000 

Total included in limitation Po ebbsoud 966. 734 1, 035, 100 1, 055, 000 

Excluded from limitation: 

Nee ee ee bbbebdeoweeaed i . 35, 000 
Expansion of de fense - production ee 101, 012 101, 300 74, 000 
Buildings management fund : 7, 530 7, 590 7, 500 
Construction services ___ adil 62, 515 37, (OH 37,000 
Office of Civil and Defense Mobilization ; 141 2K 500 
Commodity Credit Corporation - -~_-- . 1, 293 1, OOM 1,000 
Acquisition of strategic minerals 3, 738 . 
Additional Washington airport pe ; : 27, 2% 12, 9 

Total excluded from limitation 203, 429 159, 900 155, 000 

Total : ed uid 1, 170, 163 1, 195, 000 1, 210. 000 


Mr. Tuomas. What are you doing to us, Judge? You are asking 
for 129 employees in 1961. How many of them are lawyers? You 
show a decrease here of 0.7 of a lawyer. 1 would not do that, Judge, 

It is not right to cut that lawyer up in parts like that. Your 
request is $1,210,000, an increase of $15,000. 

How many lawyers do you have out of your staff, Judge? 

Mr. Macomeerr. In the centr: al office and in the regions all together 
for 1961 we would have 77. 

Mr. Tuomas. You have 86 people i in Washington, in round figures, 
and 43 in the field. What part of these 86 in a ashington are |: awyers! 

Mr. Macomper. There are 50 attorneys in Washington. 

Mr. Tuomas. Direction, supervision, performance of all legal activities is 
provided, including legal counsel to the Administrator and all service and staff 
officials. Central office operates through 6 subactivities, with field services 
provided under 10 regional counsels 

Are we a little bit overworked, Judge ? 

Mr. Macomprr. We think we are, sir. 

Mr. Fiorere. About everything we do has legal implications. 


Mr. Tuomas. Do you have somebody arguing with you about it? 
Mr. Fioere. Yes, I argue with them. 


[LEGISLATIVE AND INFORMATION SERVICES 


Mr. THomas. Put pages III-92 and III-93 in the record, please, 
Mr. Reporter. 
(The pages referred to follow :) 


Average ¢ pk ent 
ATT t — 
Department I Total 
a I - S305 700 21.1 QF 6 
| EES a ee ae +-24, 300 L § 1. w +1.3 
SR ee ee ee oS ee ee 330, 000 21.9 9.0 3 
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HIGHLIGHT 


Direction, supervision, and performance of all legislative and information 
services is provided, including legislative counsel to the Administrator and other 
GSA officials; providing counseling, guidance, and other procurement assistance 
to private enterprise through business service centers; and coordinates and 
administers the agency’s small business program. 

Legislative and information services ure performed in the central office; 
furnishing of procurement assistance is administered in the field in the busi- 
ness service centers which are financed under this head for the first time in 
1961. Data for 1959 and 1960 include costs for this function to give comparability. 
Distribution by subactivity follows: 





na ws = magmas cremmnpnetnne: eeente anual 


1959 | 1960 1961 
a 
| 


Amount | Man- | Amount Man- | Amount Man- 
years | | years | years 


Subactiv ity 





| 
(a) Legislative : ig $84,727 | 9.0 | $84, 600 | 9.0 | $87, 800 9.0 
(6) Information ee eso eal 63, 607 6.0 | 75, 000 | 6.9 | 76, 100 7.0 
(c) Business service RP EN, | 131,249 | 125] 146, 100 13.7 | 166, 100 14.9 
| | | ji— —~ 
Total cost or estimate._.........| 279,583 | 27.5]  305,700| 20.6 330, 000 30. 9 
Distribution by location: | | | | 
Departmental atc -| 183, 334 19. 0 | 206, 900 21.1 223, 600 21.9 
Regional... : | 96, 249 8.5 YS, SOO 8.5 106, 400 9.0 
' 
19459 per- 1960 1961 
formance financing estimate 
Sources ol funds 
Included in limitation 
Operating expenses, PBS-_.-_- $34, 402 $45, 000 $52, 000 
Repair and improvement 43, 414 47, 000 | 47, 000 
sites and expenses 43, 000 ate 
Operating expenses, FSS 73 68, 000 75, 000 
Expenses, supply distribution 5 62, 239 66, 000 | 77. 000 
Operating expenses, NARS ‘ : 13, 152 12, 000 13, 000 
Operating expenses, TPUS 8, 204 6, 000 8, 000 
Strategic and critical materials... _- ‘ 12, 918 13, 000 13, 000 
Total included in limitation a : | 273, 238 300, 000 | 285, 000 
Excluded from limitation: 
Sites and expense ne isin gael 41, 000 
Expansion of defense production 6, 345 5, 700 4, 000 
Total excluded from limitation eer ‘ } 6, 345 5, 700 45, 000 
Total i ee 279, 583 305, 700 330, 000 


JUSTIFICATION 
(a) Legislative 


The office reviews all statements prepared for presentation to Congress, 
supervises preparation of proper and prompt answers to all congressional in- 
quiries and maintains liaison with other Federal agencies and departments 
concerning nonappropriation congressional and legislative matters. 


1949 1960 1961 
Amount | Man- Amount Man- Amount | Man- 
years | years | years 
~— | | - - — 
Total cost or estimate__........_._.__- ‘ $84, 727 | 9.0 $84, 600 | 9.0 $87, 800 9.0 


| | 


Estimate for 1961 provides for continuing same level of employment as 1960. 
The increase in funds provides for additional travel, printing, and contribution 
to health benefits fund. 
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(b) Information 

Develops, coordinates and disseminates on an agencywide basis, information 
data which will assist the business public including trade, manufacturing, and 
industry groups in transacting business with GSA. Objective is to assist private 
business and the public, and to enable GSA to discharge its responsibilities, 


a 
1959 1960 1961 
| Amount Man- Amount | Man- Amount | Man. 
years . oe | years 
7 — | 
OUEs OORT GF GITIIIONS.. ... 4. 2c ennccccncsecss | $63, 607 6.0 | $75, OOK 6.9 | $76, 100 7.0 
| | | 


Estimate for 1961 provides a slight increase 
other objects. 


in personal services and related 


(c) Business service 
Develops, coordinates, and administers the policies, plans, and procedures for 
the GSA business service center program of providing service and assistance 
to business concerns interested in Government procurement and disposal, 
Develops and coordinates policies and regulations for an effective GSA small 
business program, and coordinates GSA small business plans and programs with 
the Small Business Administration and other agencies. 


1959 1°60 1961 
a 
An t M A mou M int fan 
o ’ 
Departmental $35, 004 { 17, 300 2 9, 700 | 9 
Regional 96, 249 8. 5 YS, SO 8. 5 6, 400 9.0 
Total cost or estimate l 249 12 146, 10 166, 100 14.9 


Estimate for 1961 provides small increase in the average employment in the 
central office, and full year cost for Directors, Business Service, in regions; 
additional travel, contribution to health benefits fund, and increase in 
related other objects. 


slight 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See activity data sheet) 


Personal services and staffing—$279,700 for personal services distributed as 


follows: 


1959 196 1% 1 
Der Field ytal D Fi T ' i . 
ment . 
Legi ) ) ) ) 
Infor a ‘ 
c) Busine ‘ ) } } 
tal r 2 ) } 2 ) 
Average € y rie - 2 S oy 21.9 1.0 30.9 


Provides for an increase of 1.3 man-years over 1960, principally to strengthen 
the business service center program. 
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Mr. Tuomas. Legislative and Information Services. 


Direction, supervision and performance of all legislative and information sery- 
ices is provided, including legislative counse] to the Administrator. 

You want to increase your employment a little bit. You have 30.9 
jobs for 1961 at a cost of $330,000. 

Mr. Turrix. This is an increase of about 2 positions. 


MANAGEMENT SUPERVISION 


Mr. Tuomas. Management supervision. We have already had this. 
This is the assistants to Mr. Floete; is it not¢ Put pages L1I—96 and 
LI-97 in the record, 

(The pages referred to follow :) 


I pi ne t 
Amot 
| 
D Field rotal 
1980 aaa sah aieinidaaoaian . $320, 000 5.9 HY, ( 25.9 
GR, brdusckinbenncdéewescetktueloubauenaton } 40, 000 —3.9 . —3.9 
esd a 7 Z - 280, 000 2.0 20.0 22.0 


HIGHLIGHT 


Management supervision provides top-level advice and counsel to the Adminis- 
trator or Deputy Administrator in carrying out responsibilities for continuous 
improvement in the organization and operational efficiency of GSA. These 
services are performed by a small stiff in the central office. Direction and 
coordination of all programs in the fields are provided by a regional commissioner 
in each regional office. 








1959 1960 1961 
| 
. 
} Amount Man- Amount Ma Amount Man- 
| ; years years years 
Distribution by subactivity 
(2) Management supervision “ 5.8 $73, 100 5.9 $29, 700 | 2 
(b) Regional commissioners... 19.9 246, 900 20. 0 250, 300 | 20. 0 
Total cost or estimate._......-- 306, 621 25. 7 320, 000 25.9 280, 000 | 22.0 
Distribution by location | 
Departmental eee 5.8 73, 100 5.9 | 29, 700 2.0 
Regional. a . 236, 19.9 246, 900 20. 0 250, 300 20.0 
} 
} 1959 1960 1961 
performance financin estimate 
Source of fund 
Included in limitation | 
Operating expenses, PBS : : $110, 159 $129, 000 | $116, 000 
Repair and improvement_. : aa : 16, 002 15, 000 | 15, 000 
Sites and expenses 7, 647 SOOO Teudenne * 
Operating expenses, FSS 21, 320 19, 000 15, 000 
Expenses, supply distribution. —._.- ‘ ; 100, 527 101, 000 90, O00 
Operating expenses, NA RS____. 10, 662 9, 000 | 9, 000 
Operating expenses, TPUS a 7 eas 7, 558 5, 000 | 5, 000 
Strategic and critical materials. Bee ; 17, 069 17, 000 10, 000 
Total included in limitation aad Pens 200, 944 15, 000 260, 000 
i = ° 
Excluded from limitation: 
Sites and expenses as eo | 10, 000 
Expansion of defense production. ___- ¥ 15, 677 15, 000 | 10, 000 
Total excluded from limitation....................--. | 15, 677 15, 000 | 20, 000 


ect tor tla anita iaicsnsiad Vwemdinamnnedenemeiiie 306, 621 320, 000 | 280, 000 
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JUSTIFICATION 


(a) Management supervision 


Conducts overall evaluations of agency management and operations and pro- 
vides general management counsel and guidance relating to (1) coordinating 
central office operations of services and staff offices and regional offices to insure 
a maximum of efficiency and economy; (2) promoting close cooperation among 
heads of services and staff offices in the central office and regional commission. 
ers; (3) insuring that regional offices are fully informed as to central office 
objectives, programs, and plans; and (4) insuring that regional offices receive 
proper central office assistance from services and staff offices in performing their 
duties effectively. 


1959 1960 | 1961 
Amount | Man- | Amount Man- | Amount | Man- 
| | years | | years | years 
eS — _ | —— 
imate }-—~ 
Total cost or estimate (departmental } 
only ‘ai $70, 367 5.8 | $73, 100 5.9 $29, 700 2 


Estimate for 1961 provides for a director and secretary. 


(6) Regional commissioners 


Direction and coordination for all GSA programs in the field are provided 
by the regional commissioners in the 10 regional offices. Regional commission- 
ers are responsible for the local supervision and execution of all assigned GSA 
programs in accordance with instructions issued by the Administration, central 
office staff heads, or Service Commissioners. 

These responsibilities include (1) the supervision and coordination of all 
regional office activities in accordance with the polices, plans, delegatons of 
authority, standards, and other instructions established by the central office, 
and (2) maintenance of close liaison with customer agencies to evaluate the 
quality of GSA service rendered to them. 


1959 1960 1961 
Amount Man Amount Man- Amount Man- 
years } years years 
Total cost or estimate (field only). $236, 254 19.9 $246, 900 20. 0 $250, 300 | » 


Estimate for 1961 provides for continuing the same level of employment as 
1960. Small increase in “Other objects” over 1960 consists principally of addi- 
tional printing, communications, contribution to health benefits fund, and travel. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See activity data sheet) 


Personal services and stafing.—$232,500, distributed as follows: 


1959 1960 | 1961 


| Depart-| Field |Total| Depart-| Field |Total| Depart-| Field | Total 





mental | mental mental | 

| | | | 
I eae’ ua ow“ a ‘ 
Management supervision. __ | 6.0 | 6.0 6.0 | | 6.0 | 2 2 
Regional commissioners ob 20.0 | 20.0 20 | 20.0 | 20; @ 
os Pe Ee coe ee at ae 
Total positions _ _ - 6.0 | 20.0 | 26.0 6.0 20 | 26.0 2] 20 22 
Average employment... ° | 5.8 | 19.9 | 25.7 5.9 20 } 25.9 2 20 22 
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Estimate for 1961 provides for a reduction of 3.9 average employment from 


Other objects.—$47,500, or 17 percent of total estimate, provides— 

(1) $15,500 for 620 travel days at $25 per day incident to supervision and 
management of regional activities; and other essential travel requirements in 
connection with management supervision. 

(2) $7,000 communications ; $2,000 printing. 

(3) $4.100 other contractual services, including $1,200 contribution to health 
penefits fund. 


(4) $15,100 contribution to the retirement fund. 

(5) $1,800 supplies and materials; $1,400 equipment; $600 incentive awards. 

Mr. Tuomas. These people are all located in the District of Colum- 
bia, are they not? No; 20 of them are in the field. Is this the field 
force ? 

Management supervision provides top-level advice and counsel to the Adminis- 
trator or Deputy Administrator. 

Where are these people located ? 

Mr. Fuiorre. Mostly in the field. This includes regional commis- 
sioners. 

Mr. Tuomas. Did you get those people promoted to grade 16? 

Mr. Fuoere. Yes; all of them. 

Mr. Tuomas. Well, they deserve it. Your people handle millions 
of dollars in the field. 

Any questions, gentlemen ? 


STATUS OF ZINC CONTRACTS 


Mr. Yates. I would like to ask a question. 

Mr. Floete, in the hearings on the supplemental appropriation bill 
for 1960 there was inserted in the record a list of the contracts under- 
lying the Government’s exposure for strategic and critical materials. 
I find no list in there for zinc. Do you have no contracts for zinc? 

Mr. FLorre. You are speaking of the DPA ? 

Mr. Yates. That is right. Does the Government have no con- 
tractual obligation for the purchase of zinc? 

Mr. Hourz. No, sir. 

Mr. Yares. Is this true with respect to foreign countries as well? 

Mr. Hotrz. I should point out that we may be getting zinc under 
old ICA contracts or through CCC barter, you see, but that is some- 
thing that we do not control at all. 

Mr. Yates. Under Public Law 480? 

Mr. Hotrz. That is true. 

Mr. Fiorrr. We have no zinc contracts whatever. 


SETTLEMENT OF NICKEL CONTRACTS 


Mr. Yates. With respect to your negotiations for the settlement of 
some of these contracts, I remember that in prior hearings the subject 
of your contract with International Nickel Co. came up. It had been 
indicated earlier that you were having some difficulty in arriving at 
an agreement with International Nickel. "What is the status of those 
contracts now? 

Mr. Fiorere. They are all closed out, every one of them. 

Mr. Yates. You mean you were able to effect a settlement with 
International Nickel ? 

Mr. Frorre. That is right. 
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Mr. Yares. What was the basis of the settlement ? 

Mr. Froere. I think it was generated probably by the strong de- 
mand for nickel which has been going on for the last 6 or 7 months, 
One of those was an incentive price contract. We have the details 
on all of them. Here is one, contract No. 80, on which there were 
24 million pounds still due, at an incentive price of $1.03. We settled 
that by paying the premium in Nicaro sinter nickel or in electrolytic 
cathode nickel, which I think was a good deal. 

Mr. Yates. When you say you settled it, what do you mean ? 

Mr. Fiorve. Wesimply paid them. 

Mr. Yates. You paid far a certain amount in full payment of 
the Government’s obligation under the contract, and that payment 
was in nickel # 

Mr. Fiorre. No; we did not pay them the full amount. We paid 
them the premium amount. 

Mr. Hourz. Just the difference between the $1.03 and the 74 cents. 

Mr. Yates. You paid them 74 cents / 

Mr. Horrz. We paid them the difference. 

Mr. Fuorere. The difference between $1.03 and 74 cents, which was 
a premium price in the contract itself. 

Mr. Yates. Under the full contract ? 

Mr. Fvoere. For 24 million pounds. 

Mr. Yates. For the remaining life of the contract ¢ 

Mr. Fuioere. Yes. 

Mr. Yares. You gave them the balance in nickel ? 

Mr. Fiorre. The difference. 

Mr. Yates. The difference, 74 cents worth, from your Nicaro stocks? 

Mr. Fuorre. No. The difference between $1.03 and 74 cents, or 29 
centsa pound. We paid them only the premium. 

Mr. Yates. That is all you paid them ? 

Mr. Fuorre. That is all we paid them. We paid no cash. 

Mr. Yares. You paid no cash, but gave them the equivalent value 
in nickel from Nicaro? 

Mr. Fioere. That is correct. 

There is a smaller one with them which we just canceled at no cost. 
The demand became so strong = at they did not feel they had to put 
it to us. That is the size of it. They would rather have the nickel 
if we paid them the premium. 

Mr. Yates. Did they show a more cooperative attitude than they 
had earlier ? 

Mr. Fiorre. Yes; I think they were very cooperative. They helped 
us work out another similar deal with Falconbridge, where we had 
an obligation to take nickel at $1.14. They took over 14 million 
pounds. 

Mr. Horrz. Two deals, a total of 19 million pounds, that we got 
canceled under the Falconbridge contract. 

Mr. Yates. Did you cancel that contract, too? 

Mr. Hoirz. That much of it. 

Mr. Yates. That was a tough nut, also. 

Mr. Froere. That is the highest priced one we have. 
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Mr. Yates. What did you do with respect to the Falconbridge 
contract ? 

Mr. Froete. Inco agreed with Falconbridge— 

Mr. Yates. First of all, how many contracts did you have with 
Falconbridge ? 

Mr. Fiorre. Two. 

Mr. Yates. You had four before the settlement ? 

Mr. Hourz. No. 

Mr. Yarrs. You have always had two? 

Mr. Hourz. That is right. 

Mr. Yates. Have you settled either of these? 

Mr. Hourz. Not in full. Only the 19 million pounds. That is all 
we got canceled out of that DMP-60 contract. In that case Inco 
took the nickel that we would have had to buy and pay $1.14 in cash. 
They took that from Falconbridge because of the strong market de- 
mand. We paid the premium. They had to pay Falconbridge $1.14, 
you see. We paid the premium, again in Nicaro sinter or in electro- 
lytic nickel cathode. No cash there. The Government was relieved 
from an obligation to buy about $21 million or $22 million worth of 
nickel that we did not want. 

Mr. Yates. Are those Falconbridge contracts still in existence? 

Mr. Fvorre. Yes; there is still a very substantial amount left. We 
do not think we will get any more this fiscal year. There is a total of 
49 million pounds left on the Falconbridge contracts at $1.14. 

Mr. Yares. Even under your deal, Falconbridge got its full—— 

Mr. Fiorre, They got their full price out of it. 

Mr. Yares. Falconbridge is showing no disposition to settle this 
contract ? 

Mr. Frorrr. Let us see. Mr. Holtz, didn’t we have another deal 
with Falconbridge? 

Mr. Hotrz. Yes. They canceled out 20 million pounds of an earlier 
put right under contract No. 12205, as well as 12,500,000 pounds of 
a firm obligation. 

Mr. Fiore. They canceled out on 32,500,000 pounds on that con- 
tract, but that was not an incentive price contract. 

Mr. Yares. That was the market price? 

Mr. Frioetr. Just a little over market. Falconbridge’s story is that 
on the basis of contract DM P-60 they borrowed some $50 million from 
the banks and they have to pay it out of this contract. There is no 
other way. We have not been able to get them to do any more. 

Mr. Yates. This is one of your oldest contracts, is it not? 

Mr. Fuorere. Yes. Outside of Freeport, it is our biggest nickel 
obligation. 

Mr. Yates. What other contracts have you been able to settle? 

Mr. Fiorere. Mr. Turpin reminds me that this nickel used in settling 
contracts cost us about 50 cents, but we turned it in at the market price. 
We made a theoretical profit there in addition. 

Mr. Yates. Can you not continue to do that with your Falconbridge 
contracts ? 

Mr. Fiorrr. It depends upon the market. There could be quite a 
shortage of nickel until International Nickel’s new plant up in Mani- 
toba comes in next year. 
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ALUMINUM CONTRACTS 


Mr. Yates. What other settlements have you made on these con- 
tracts? 

Mr. Fioete. Here is a whole list of them. 

Mr. Yares. The only aluminum contract you have left is the one 
with Harvey, is it not? 

Mr. Froete. That is right, $119 million. 

Mr. Yares. What percent are they putting of their output now? 

Mr. Hortz. Forty to fifty percent. 

Mr. Frorre. About 50 percent. They are trying to expand. 


CONTRACT CANCELLATIONS 


Mr. Yates. Are there any other contracts which you have been able 
to settle ? 

Mr. Frioere. Oh, yes. Contracts settled from July 1, 1959, to Jan- 
uary 31, 1960, totaled $62.8 million. On one National Lead for cobalt, 
we saved $6.2 million. On copper, Rhodesian Railways, Rhodesian 
Congo Border Power Corp., and National Lead, we saved $3 million 
on DPA contracts and $1.2 million on SECM. We got $3.8 million 
out of the diamond bort contract. We canceled various foreign mica 
contracts, $15 million. 


HANNA NICKEL CONTRACT 


Mr. Yates. What happened with respect to the Hanna nickel 
contract ? 

Mr. Fioere. We have not been able to negotiate a deal with them 
yet. Mr. Holtz, you can tell about that. 

Mr. Hotz. They produce a low-grade nickel, what is known as a 
ferronickel, only about 46 percent being nickel content. There are 
only certain steel companies that will use that nue. During the 
steel strike they refused to come in. We have been in touch with 
them, and they have indicated if the nickel market holds up they may 
be willing to discuss the possibility of canceling out some part of it. 

Mr. Yares. What is our relationship with the Hanna plant? Do 
we own that plant and are they a lessee, or do they own it? 

Mr. Horrz. I believe we own the plant. 

Mr. Yates. The Government constructed it for them ? 

Mr. Brooxs. We financed the construction by advance payment. 
Title to the plant is in the Hanna Nickel Smelting Co. There is @ 
debt to the Government being paid off by the delivery of the nickel. 

Mr. Yares. Through the sale of the nickel. That is a pretty good 
deal for the company, is it not? 

Mr. Hotrz. They do not do business to lose money any more than 
anyone else, really. It was at the time the only indigenous nickel 
supply with the exception of National Lead Co., in this country. 
There was really panic about nickel. That produced all of these 
expansion contracts. There was a period when there simply was not 
enough nickel on the horizon. 

Mr. Yates. When was this contract entered into? 

Mr. Fioere. 1953. 
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Mr. Brooxs. January 16, 1953. 

Mr. Yates. You say they produce a low grade of nickel? 

Mr. Fiorre. But it is usable. 

Mr. Hoxrz. It is usable for steel, but it will not take the place of 
your high-purity cathode nickel or pure ingot nickel. It is useful for 
certain purposes. Steel companies, in an emergency, I am sure would 
use some of it. 

Mr. Yates. How much of an investment in the company did the 
Hanna > Nickel Co. make ? 

Mr. Brooxs. We financed the total cost of the nickel refining plant 
at $22,709,000. In addition, we also supplied working capital i in the 
form of a loan to the extent of $3,750,000. The Hanna Coal & Ore 
Co. itself constructed the mining facilities through the use of their 
own funds, amounting to $2,400, 000. 


NICKEL SALES FROM DPA INVENTORY 


Mr. Fiorre. In the DPA inventory, exclusive of the Nicaro nickel, 
there is a good deal of nickel we bought from Falconbridge and Inco. 
called electrolytic nickel. As an indication of the strength of the 
market, Inco came down and said that if we could get some of that 
released, they would buy it. So we went to OCDM and got authority 
to dispose of 35 million pounds of that nickel, and, in addition imme- 
diately sold 1014 million pounds of Nicaro pig nickel to Inco; just 
astraight sale. We are offering electrolytic nickel to anyone else who 

wants it right now, and are selling it. This is coming out of the DPA 
inventory. It has nothing to do with the contracts. 


ICOMI MANGANESE CONTRACT 


Mr. Yates. According to the table of strategic and critical mate- 
rials, we have met our minimum and maximum objectives on nickel. 

Mr. FLorre. That is true. 

Mr. Yates. I notice also that we not only have met the minimum and 
maximum objectives on a number of other metals, but the percentages 
on some of these metals go beyond 100 percent. 

Mr. Fiorrr. That is true. One of the toughest contracts we have 
left is one with Incomi for manganese. 

Mr. Yates. What company is Icomi? 

Mr. Fiorre. That is a Brazilian corporation, 49 percent owned by 
Bethlehem and 51 percent by Brazilian interests. 

Mr. Yates. When was that entered into? 

Mr. Brooks. January 7, 1953. 

Mr. Yates. Where is that plant located ? 

Mr. Fioere. It is loc ‘ated in Brazil. The Export-Import Bank 
advanced the money, and it is being paid off through this means. 
They sell as much as they can, but we are still getting substantial de- 
liveries on it. However, it is very fine manganese ‘and the price is 
very cheap. We have too much mangenese, but it is the best manga- 
nese we have. 

Mr. Yates. How many more years does the contract have to run? 

Mr. Brooks. June 30, 1962. 

Mr. Yarrs. Two more years. 
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STOCKPILE LIST MATERIALS NOW UNDER CONTRACT 


There are how many metals in the critical and strategic stockpile? 

Mr. Fiorte. Seventy-four metals and minerals, etc. 

Mr. Yares. With respect to how many of those have we met our 
minimum and maximum objectives? 

Mr. Horrz. Considering all Government programs, the minimum 
objective has been met on all but 5 commodities and the maximum op 
all but 12. 

Mr. Yates. On how many of the 74 do we still have contracts for 
the purchase of metals and the other materials? 

Mr. Fiorre. How many contracts do we have left 4 

Mr. Yates. How many materials. 

Mr. Fiorre. We have a list. 

Mr. Yates. You may put that in the record. That is all the ques- 
tions I have. I would like to know how many we were buying. 

(The information requested follows:) 


SrocKPILeE List STRATEGIC MATERIALS UNDER OPEN GSA Conrractr’* 


1. Aluminum 8. Diamond dies 

2. Beryl 9. Jewel bearings 

3. Chromite, metallurgical grade 10. Manganese, metallurgical 
4. Cobalt 11. Mica, muscovite block 

5. Columbite ”. Mica, muscovite film 

6. Copper 13. Nickel 

7. Diamond, crushing bort 14. Tantalite 


1 Excludes rotation replacement and upgrading contracts. 
ALARM SYSTEM SPECIFICATIONS 


Mr. Botanp. I have raised a question with respect to specifications 
for Federal office buildings. It was the decision of the Public Build- 
ings Service, I presume, to design so as to allow only an electronic tim- 
ing alarm system for the Federal office building in Richmond. I hope 
this is something which the Design and Construction Division of GSA 
is not going to pursue with respect to all Federal office buildings. The 
explanation which I have received from you was that there was a lot 
of flexibility in this building. Of course, if this is so with this Federal 
office building, it would be true and common to all Federal office 
buildings, would it not ? 

Mr. Turery. Apparently it is not, Mr. Boland. Following your 
request, I talked with the Design and Construction people on that 
point. They indicated that in very few buildings would the specifica- 
tions limit it to this type of electronics system. 

Mr. Boranp. I cannot quite understand why it would be limited 
to this particular building or the very few buildings that you talk 
about. 

Mr. Turrry. Apparently there is more flexibility with respect to this 
type of system for where they locate the partitions, the hallways, and 
so forth. They advised me at the time that there would be very few 
buildings where the specifications would limit it only to this type 
of device; that in most cases it would be optional whether it was this 
type of electronic system or the straight wiring system. 

Mr. Botanp. The Richmond building is a Federal office building and 
it costs some $6 million or more, does it not ? 
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Mr. Fuoere. Yes. 

Mr. Bonanno. Whiy is this particular building different from the com- 
mon run of Federal office buildings? I just cannot quite understand 
why this building would have more flexibility in it than any other 
Federal office building i in any other section of the United States. 

Mr. Turrrn. I am not sure, Mr. Boland. I can only repeat the 
information that the Design and Construction people gave me at the 
time. ‘They said they h: ad: this problem only in connection with those 
buildings on which the design work had been done some while: ago; that 
on the buildings which are being designed currently, they are being 
designed in such fashion that they can use either the electronic system 
for the timing or the straight line system. 

Mr. Bouanp. The reason I ask the question is that there could have 
been a saving here of $3,700 if the wiring system were installed or if 
the contractor were allowed to go ahead and install the wiring system 
which he agreed todo. This reduction would be reflected in the total 
cost tothe GSA. It is not very much, but it is $3,700. Iam no expert 
at all, and your Design and Construction Division, of course, has 
knowledge which would far exceed mine. The other reason I ask 
the question is that it is my understanding that the wiring system is 
more dependable than the electronic system in the alarm and timing 
facilities. As I say, you probably w ould not know, either, but I hope 
that there will be opportunity for both systems to compete against 
each other on the basis of dependability and reliability. I hope GSA 
does the right thing, which it does most of the time. 

Mr. THomas. Mr. Ostertag. 

Mr. Ostrertac. When did GSA come into being ? 

Mr. FLrorre. Weare 10 years old. 

Mr. Osrerrac. 1949, then ¢ 

Mr. Fiorrr. That is correct. 

Mr. Tuomas. The Reorganization Act of 1948, was it not? 

Mr. Fiorre. The Federal Property and Administrative Services 
Act of 1949. 

Mr. Osrertac. I cannot help but reflect the tremendous change 
which has taken place, the tremendous responsibilities you have and 
the large functions and operations with regard to materials, proper- 
ties, and services in our National Government. It is hard for me to 
visualize how we had an orderly operation of Government before GSA. 

Mr. Botanp. We probably did not. 

Mr. Osrertac. Sometimes there is a question. 

(Off the record.) 

Mr. Fiorre. We did not have it under the direction of one organi- 
zation, that is certain. Having a single agency responsible has con- 
tributed a lot, I think. 

Mr. Osrertac. You mean the fact that GSA is a central agency 
coming before the Independent. Offices Subcommittee has helped to 
keep this thing in some sort of balance ¢ 

Mr. Fvoere. I believe it has. 


DISPOSAL PROGRAM 


Mr. Osterrac. In other words, it is not all over the lot. 
Not wanting to get into the broad-brush application of the tremen- 
dous service and responsibility of GSA, the point remains that you 
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are dealing with big money and farflung operations. For example, 
the disposal program. I would like to refer to that once again. De 
I understand, Mr. Floete, that you antic ipate excess real property for 
disposal in the amount of approximately $700 million for this next 
year? 

Mr. Fuoere. I think it is $520 million, acquisition cost. 

Mr. Ostrertac. In your statement you say : 

The value of excess real property to be handled by GSA increased from $449 
million in 1958 to $671 million in 1959. Further excesses, primarily from De 
fense Department, are expected to raise this figure to $761 million in fiscal 1969, 
A reduction to $706 million is forecast for 1961. 

What is the difference between the figure you gave me, $520 million, 
which is the acquisition cost, and the $706 million estim: ied forecast 
for 1961 of value ? 

Mr. Frorre. One of them is the excess property. You see, when 
an agency determines a piece of property 1s no longer needed by it, 
it then declares it as excess. We then screen with other agencies to 
see if they have any need for it. If they do, it is transferred to them, 
If not, then the property becomes surplus. It is the surplus item that 
we usually deal with. 

Mr. Osterrac. It is surplus when it reaches you 

Mr. Frorete. No: it is excess when it reaches us, but we screen the 
other agencies to see if they have any use for it. 

Mr. Ostertac. The difference between “excess” and “surplus” is 
that area in which other agencies of Government might find some use 
for it? 

Mr. Fuorre. Yes. It is excess to the needs of the individual agen- 
cies. It is surplus to the needs when none of the agencies need it. 

Mr. Ostertac. You forecast increased sales for 1961; is that correct? 

Mr. Fioere. Yes. 

Mr. Ostertac. But actually over the years rou have found approxi- 
mately a 10-percent return on surplus property ? 

Mr. Froere. In 1959, our cash return on acquisition cost was nearly 
40 percent. That was due to some valuable property which we were 
able to dispose of. Now we are getting some very hard ones to dis- 
pose of, and we take a loss on those. 

Mr. Ostertac. Is that 10-percent estimate or figure the balance 
between the good prices and the poor prices you get for property? 

Mr. Fioere. Yes, sir; it is. 

Mr. Osrertac. But if some range up as high as 40 percent and yet 
you come through with an average of only 10 percent, it would seem 
to me that much of the property is more or less given away. 

Mr. Fioere. I do not think so. 

Mr. Osterrac. Iam trying to arrive at some basis. 

Mr. Froere. On the other hand, we get over 100 percent of the 
present fair market value as determined by independent appraisals, 
not our appraisals but indepe ~— ap praisals, We are getting the 
present market value or better. I do not know that you can do any 
better. We have a plant out in West Virginia that was created for 
the purpose of making ammonia fertilizer. It has no value for that 
whatever, and vet the Government has $84 million in that plant. We 
took bids and did not get a single bid, not one. That is a verv tough 
one. I do not know how we will come out on that. On the other 
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hand, if we are selling land only we get very much more than acquisi- 
tion cost. 

Mr. Ostertrac. Mr. Floete, GSA is responsible for all disposals, is 
that correct ? 

Mr. Froere. Of real property. 

Mr. Ostertac. What percentage of the real property for disposal 
emanates from the Defense Establishment as compared with all other 
functions of Government ? 

Mr. Fioere. The largest amount of it by far. I do not know what 
percentage. I suppose it would be 80 percent anyway, maybe more. 

Mr. Osrertac. There has been considerable concern over the tre- 
mendous holdings our Defense Establishment has. They are acquiring 
many new facilities and properties by virtue of modernization and 
changes. Yet there seems to be a reluctance to release for disposal 
a large percentage of these properties. In connection with the defense 
picture, there have been many changes in the industrial field, and 
yet today we find ourselves more or less in a strong or good position 
economically. Business is good. Expansions and developments are 
taking place. Does that not lend itself to the disposal of these proper- 
ties and getting a reasonable or fair return for them ? 

Mr. Fiorre. We get it on good plants. Up in your State, for 
example, is Sampson Air Force Base. You know what it was—a lot 
of old wooden barracks, a hospital, all kinds of things like that. It 
cost a lot of money, but what good is it to anyone now? You are 
pretty nearly down to the land value there. That is an extreme case. 
I have referred also to that West Virginia case. If the original 
investment was only in land, we get excellent return. 

Mr. Osrertac. I am not speaking critically at all. 

Mr. Fiorre. I am trying to explain why it happens. 

Mr. Ostertac. I am merely trying to develop the picture with re- 
gard to this overall problem. 

Mr. Fiorre. We have a plant out in Chicago in which the Govern- 
ment has $84 million, in one plant. Where are you going to find some- 
body to occupy that sort of plant? 


PROCUREMENT PROGRAM 


Mr. Osrertac. In connection with the procurement business of 
GSA, there again I would say, if I am any judge, that you are in 
big business. Do I understand from the general figures that you are 
in about a billion-dollar business in the procurement of supplies for 
agencies of Government ? 

Mr. Fiorre. We are getting pretty close to that. For 1961 we 
will be nearly $950 million. 

Mr. Osterrac. Have you any estimate as to how much procurement 
is through your program, through your responsibilities, as compared 
with what is procured outside of GSA? Do you procure for the 
Defense Department as well? 

Mr. Fiorrr. We do procure certain items for Defense. The total 
Defense procurement is more than $22 billion. We probably do a 
half billion with them altogether. r 

Mr. Ostertac. Small items? 

Mr. Fiorrr. Yes, common-use commodities. 
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Mr. Tourer. I think about 60 percent of our business is with De. 
fense. 

Mr. Fvoere. It would be about $500 million. 

Mr. Osrertac. What was that figure ¢ 

Mr. Fuoere. $500 or $600 million we do out of the $22 billion. 

Mr. Osrertac. Out of the total of the $932 million that you esti- 
mate will be your procurement program for Government this next 
year, more than half of it is within the Defense Establishment ? 

Mr. Fvorre. That is correct. Under their new single-manager 
plan it may increase. We don’t know. It all depends on how they 
operate. We don’t think we ought to lose anything that we have, 
We think we ought to gain something because we don’t want to have 
duplicating systems. 

Mr. Ostertac. Mr. Floete, have you any estimate as to the per- 
centage or the amount of procurement that takes place on the part 
of all other Government agencies other than through GSA ¢ 

Mr. Fiorre. Exclusive of the Defense Department ¢ 

Mr. Osrertac. Yes, exclusive of it. 

Mr. Fioere. I cannot remember that. 

Mr. Ostertac. It is not an important question. 

Mr. Fuorre. There are people here who would know. I just don’t 
remember. 

Mr. Osrtertac. I was just trying to get a picture of our overall 
business and to what extent GSA 1s directly responsible. 

Mr. Froere. For the items we handle directly in our regular supply 
system, it is mandatory upon the civilian agencies to buy from us. 
Many items we don’t carry. There is a lot of procurement outside of 
GSA. Weare the largest next to Defense. 

_Mr. Osrrertac. Would you, for the record, give us an idea as to where 

SA is responsible and other agencies have a right or do acquire 
their own supplies? In other words, under what circumstances are 
they required to purchase thorugh GSA and under what circumstances 
are agencies permitted to obtain their own supplies / 

Mr. Fiorre. We will supply it. 

(The information is a follows :) 

The responsibilities of the Administrator of General Services in the field 
of procurement and supply are contained in section 201 of the Ilederal Property 
and Administrative Services Act of 1949, as amended, the applicable para- 
graphs of which are quoted below. 

“Sec. 201. (a) The Administrator shall, in respect of executive agencies, 
and to the extent that he determines that so doing is advantageous to the Gov- 
ernment in terms of economy, efficiency, or service, and with due regard to the 
program activities of the agencies concerned— 

“(1) prescribe policies and methods of procurement and supply of personal 
property and nonpersonal services, including related functions such as con- 
tracting, inspection, storage, issue, property identification and classification, 
transportation and traffic management, management of public utility services, 
and repairing and converting; 


* t * x 2 2 a7 


“and (3) procure and supply personal property and nonpersonal services 
for the use of executive agencies in the proper discharge of their responsi- 
bilities, and perform functions related to procurement and supply such as 
those mentioned above in subparagraph (1): Provided, That contracts for 
public utility services may be made for periods not exceeding ten years.” 

In furtherance of these responsibilities and since its inception, GSA has 
been operating a growing program for the procurement and supply of common 
use items to the Federal agencies. At the present time this involves some 
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65,000 items of supply. As the record before this subcommittee indicates, 
this is being done through three particular programs: first, by open-end con- 
tracts called Federal supply schedule contracts, against which agencies place 
orders directly with the suppliers; second, by the issue of items to such agencies 
from GSA stores depots; and third, by consolidated purchases for direct de- 
livery of such items as automobiles, refrigerators, etc. 

GSA offers to any agency, and especially to the smaller agencies, the oppor- 
tunity to utilize its buying facilities to handle all or a portion of their buying, 
to the extent that their needs are not met through established GSA supply 
programs. i 

Federal supply schedule contracts may be mandatory or optional for agency 
use aS regards all Federal agencies. The program for the furnishing of items 
from GSA stores depots is mandatory for use by civil agencies of the Govern- 
ment and optional for use by the Department of Defense. As the proceedings 
before the subcommittee have demonstrated, however, 68.9 percent of the 
yolume attained in the GSA stores program is attributable to use of these 
facilities by the military organizations. The consolidated buying program is 
mandatory in its application but is limited to the civil agencies. 

Federal agencies generally have the authority to purchase items they need 
which are not included in these established GSA supply programs. Bach 
agency procures them in accordance with its own organic law. Such pur- 
chases are governed by, and must be consistent with, all applicable statutes, 
decisions of the Comptroller General, and regulations of the Administrator 
of General Services. 

Mr. Osrerraa. Is it a matter of law? Is there any guideline or 
direction which separates where GSA comes in and where % you do not? 

Mr. Turrrn. Yes, there is. I think it is probably both a matter 
of regulation and of law. 

Mr. Osrertac. Regulation on the part of GSA ? 

Mr. Turrpry. I believe that is correct, yes; because on all of the items 
that GSA handles, the civilian agencies are required to purchase 
through GSA, but on items that are peculiar to an agency, for ex- 
ample, CAA, the individual agency purchases special purpose 
items—— 


Mr. Tuomas. You set up your own standards whether they accept 
itor don’t accept it. ‘The answer is “Yes. 

Mr. Turret. I am not clear on your question, Mr. Chairman. 

Mr, Tuomas. It is his question. He asked you to furnish him a 
list first of those excepted agencies, whether they had some latitude 
and he asked you whether that was a matter of law or regulation. 
Itisa matter of regulation issued by the GSA. 

Mr. Turrrx. The Federal Property and Administrative Services 
Act of 1949 exempts certain agencies from certain of its provision. 
This is covered in section 602(d) of the act. One such agency is 


AEC, another CTA. 


BUILDING CONSTRUCTION PROGRAM 


Mr. Osrertac. I have one other question which relates to your pub- 
lie building program. As I understand it, by the end of 1961 you 
will have made awards, construction awards for all of the 87 funded 
projects and will have completed construction on 75 buildings, or 86 
percent of the total. 

Mr. Frorre. That is right. 

Mr. Osrerrac. Included in this public building program, for which 


funds are requested, how many and to what extent is this program 
unauthorized ? 
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Mr. Frorere. The 1961 program is completely unauthorized as to 
specific projects at the moment. All fully authorized projects are 
covered in these 87 and they have all been ‘appropriated for. 

Mr. Osrertac. They are appropriated in this bill ? 

Mr. Froere. No, prior appropriations or contract authorities. 

Mr. Osterrac. Prior appropriations. 

Mr. Fuioere. The 87 projects we speak of exclude 20 projects which 
have to be reauthorized under the Public Buildings Act of 1959. Tp 
addition to that, we have submitted 48 others to the Public Works 
Committees and the Senate has taken action and the House has not, 
I understand there is to be a House hearing next week on these par. 
ticular projects. 

Mr. Ostertac. How many are there? 

Mr. Fuoere. A total of 68; the 20 that were carried over and have 
to be reauthorized and then 48 new. 

Mr. Osrertac. In other words, 48 new and 20 other additional? 

Mr. Fuoere. That had been authorized before but have to be rean- 
thorized under the terms of the law. 

Mr. Ostrertac. Are all these projects funded ? 

Mr. Frorre. No. None of the 68 projects are funded for con- 
struction but some of them are as to sites and expenses. It. is going 
to come before this committee, I guess, after the House Public Works 
Committee does something. I do not know about that. 

Mr. Ostertaa. There is nothing in this bill which would have any 
relationship to any unauthorized project ? 

Mr. Tuomas. No. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 

Mr. Frorre. The $185 million item asks for appropriations to con- 
struct 18 of these 68 projects and for sites and planning incident to 
27 of the projects. 

Mr. Osrertac. I would like to, in very few words, have some indi- 
cation as to the amount of money and projects that are already in the 
mill having been funded, having been authorized and either are under 
construction or about to be constructed. Also, the number of proj- 
ects that have not been authorized and not funded and when and 
where and how that can be resolved. 

Mr. Froere. That is kind of a double-barreled question. 

Mr. Ostertac. No; it is not double-barreled. 

Mr. Tuomas. May I interrupt a moment? Maybe this will save 
a little time. In the first place, he has a dollar request in here for 
$185 million to take care of certain of 48 projects that have been sub- 
mitted and 20 old ones that died by virtue of the fact they were not 
funded within the 12 months. 

The Legislative Committees are working on the authorizations 
now and we suggest that when they act, then you come back over here 
and we will go into each one of the projects. As the matter stands 
now, there is virtually nothing before us except a figure of $185 mil- 
lion. May T request when you do come back with your authorized 
projects, bring to us a complete breakdown for each project, sites, 
planning money, and your construction costs. 

Mr. Froere. Yes. 

(Discussion off the record.) 
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Mr. Osrertac. That is all I have, Mr. Chairman. 
Mr. Tuomas. Mr. Jonas? 


SMALL BUSINESS PARTICIPATION 


Mr. Jonas. One or two general questions, Mr. Floete. 

It has been established that you are in big business, procurement- 
wise. How much trouble does a little manufacturer, a new man in the 
field, have getting some of that business ? 

Mr. Fvorre. I don’t think he has great trouble. We have a regular 
procedure for his participation in procurement. 

Mr. Jonas. Take X company in blank town in some remote section 
of the country, not in one of the metropolitan areas. He is in the 

manufacturing business in a small way. He knows that the Govern- 
ment is procuring a lot of materials and supplies. He wants to get 
some of the business. What is the first thing he should do? 

Mr. F.orre. He can write us directly and say just that or he can 
write his Congressman or Senator about the matter. 

Mr. Jonas. That is usually what he does. 

Mr. Fuioetre. Well, then, the Congressman writes us and we write 
back and say, “Here is form so and so. Have Joe Dokes fill this out 
and give us the information. Then we will put him on the bidding 
list and he can bid.” 

Mr. Jonas. Actually, I knew that was the procedure because I have 
handled it, but I wanted the record to show that. I would like for 
the record also to show whether this information and the forms are 
available in your regional office. It is not necessary that he write 
Washington. If he isin my section he writes Atlanta. 

Mr. Fioere. That is right. We have a small business office in each 
of our regions where they have all that information also. 

Mr. Jonas. You have a manual that gives him all instructions that 
he needs to apply for this business. 

Mr. Fiorre. That is correct. 

Mr. Jonas. Now, my next question is, what success are these little 
people having gett ing part of this business ? 

Mr. Fiorre. [ think it is pretty good. 

Mr. Jonas. What percentage of procurement goes to small business 
people ? 

Mr. Fiorre. We break that down every year. This last year small 
business received its largest share in recent years of GSA purchases. 
You can quarrel about what is the definition of “small business” but 
under the present definition 58 percent of all our purchases went to 
small business firms. 

Mr. Jonas. That is, small business as defined by the Small Business 
Administration ? 

Mr. Fiorrr. That is right. 

Mr, Osrertac. Five hundred employees. 

Mr. Fioerr. They have different criteria but generally it is those 
that employ 500 or less. 

Mr. Jonas. More than 50 percent of all procurement last year came 
from so-called small business firms as defined by the Small Business 
Administration ? 

Mr. FLorrr. That is correct. 
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Mr. Jonas. That is a pretty good record. 

Mr. F.oere. Yes; it is the ‘best it has ever been in my experience, 
although we have been in that neighborhood. 
Mr. Jonas. How does that compare with that of previous years? 
Mr. Fioere. It is up 7 to 9 percent from last year. 
Mr. Jonas. Does the record over the last several years show a grad- 
11 trend toward toward more participation of small business firms? 
Mr. Fiorre. Yes, sir. 


_ 
~~ 
a 


FURNITURE REHABILITATION 


Mr. Jonas. I have been concerned a bit by some of the agencies that 
have been in before us so far this year as sking for new ofiice supplies 
and new office equipment. ] thought you were running a repair 
shop repairing furniture and rehabilitating office furniture. 

Mr. Fiorre. While we have discontinued the GSA shop in Wash- 
ington, the service is being made available to agencies under private 
contract. We are providing an increased program of furniture reha- 
bilitation in this budget. It isa good idea, and a growing one. It 
will save a lot of money for the Government. 

Mr. Jonas. Several agencies that have been here this year have said 
that they were unable to procure from you reconditioned desks, 

Mr. Fioere. We have not been stocking reconditioned furniture for 
issue to agencies. The excess furniture suitable for reconditioning 
has been rehab ilitated and placed into immediate use by a requesting 
agency. In all GSA regions there are commercial contracts and/or 
Federal prison Facilities” for furniture rehabilitation. There are no 
GSA-operated shops. 

Mr. ‘'HomAs. One in each of your regional offices ? 

Mr. Fiorere. Every region has contract facilities, either Federal 
prisons or commercial ; in some regions both. 

Mr. Tuomas. Most of them have a repair shop arrangement and do 
a little subcontracting also. 

Mr. Jonas. Does it pay to repair this dilapidated furniture? 

Mr. Froere. Yes it does, as our budget estimate demonstrates. 
There is much good furniture in excess. 

Mr. Jonas. The point I make is why we cannot require some of these 
agencies to use some of it if it is fit for use instead of asking us for 
money for new furniture. 

Mr. Fioere. There is not enough excess furniture to do that. We 
are striving to get the agencies to rehabilitate the furniture they now 
own. Here in our justifie: ation on personal property, I[-8, we have 
some figures. In 1959 107,000 pieces were reh: abilitated ; i in 1960, an 
estimated 200,000; and in 1961 a projected 250,000 pieces, 

Mr. Jonas. Are those pieces warehoused ? 

Mr. Frorre. No. They were not put through our warehouse sys- 
tem. Replacement cost of the items repaired would have been $ 5,500,- 
000 in 1959, and are estimated at $10 million and $13 million in 1960 
and 1961. We figure savings at $4 million, $6,500,000, and $8,500,000 
for the 3 years. I think it isa very good program. 

Mr. Jonas. [think somyself. 

Let me ask you this: Do you stockpile any of this repaired office 
equipment or do you only repair for an agency that tells you, “We 
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have 15 or 20 desks that are dilapidated and need to be repaired,” 
and you re pair them to those agencies, or are you in position to supply 
additional requirements from a stockpile of repaired equipment ? 

Mr. Fiorrer. It could be both. We have no stock of reconditioned 
furniture at this time. 

Mr. Jonas. [f a brand new agency or old agency with a new re- 
quirement for a dozen typewriter desks, chairs and office equipment 
of various sorts comes in with a request to pure ‘hase new equipment, 
wouldn’t it be advisable to have them check with you first to see if 
you can’t supply it out of stock ¢ 
' Mr. Fiorre. We screen all procurement requisitions for new furni- 
ture and office equipment now, for the purpose of supplying excess 
items in lieu of new purchases, or for arranging for rehabilitation 
as a substitute. New items come from our stores depots or we procure 
them. 

Mr. Jonas. I know. They asked us to give them the money to buy 
it. They want to buy new furniture. 

Mr. Tromas. Mr. Jonas wants to know what becomes of that old 
furniture. 

Mr. Fioere. I can see what he means. I am sorry. Can anyone 
answer that specific question? Certainly, some of the furniture must 
be disposed of because it is not economically repairable and completely 
worn out. 

Mr. Ostertac. In other words, you buy the new equipment from 
their funds, do you not? 

Mr. Turpin. That is correct, and that is the normal practice. An 
agency has a lot of old furniture and they want to get it rehabilitated. 
We arrange to do it through our contracts but where there is a quan- 
tity of excess furniture or surplus furniture generated, we do have it 
rehabilitated and issue it. 

Mr. Jonas. You do not have any way of requiring X agency to 
take rehabilitated furniture instead of new, do you / 

Ninety-nine percent of them want new. 

Mr. Terrtx. We do have the authority to require agencies to take 
excess, including rehabilitated furniture in lieu of new procurement. 
The lower cost is frequently a point of attraction. 

Mr. Jonas. Do you have the right under your law to force them 
to do that ? 

Mr. Fiorre. Yes: we do. 

Mr. Jonas. Lam trying to find out if you exercise it. 

Mr. Turrtn. Mr. Jonas, I am not quite sure whether that is a regu- 
lation or whether that was a legislative item. I believe there is legis- 
lation requiring that. 

Mr. Jonas. Regardless of whether it is legal or whether you have 
the power to require it, do you make an effort to persuade them to take 
rehabilitated furniture if it is available ? 

Mr. Turrry. Yes, sir. I know that Mr. Bean and Federal Supply 
do follow that practice. We screen all new procurement requisitions 
for furniture and substitute excess and rehabilitated items. This is 
demonstrated by the fact that we have no stock of such items on hand. 
There just isn’t enough excess to meet the need. 
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Such screening is covered by a recent GSA circular which reads; 


Each agency, unless otherwise provided by statute, will be responsible for 
financing its furniture and furniture requirements at all locations. In this eop. 
nection, to the maximum extent practicable, requirements shall be met from 
excess stock, including rehabilitated equipment, even though such items may 
not conform to present standards. 

Mr. Jonas. From what are you reading ? 

Mr. Fioere. That is from our regulation. Our authority for this 
course of action is prescribed in section 1316 of the Supplemental 
Appropriation Act of 1954 governing the financing, management, and 
servicing of buildings. 

Mr. Jonas. I am glad you have that regulation. I hope you can 
enforce it. 

Mr. Osrertac. Assuming that an agency has received funds by an 
appropriation for furniture or equipment and that in requisitioning 
supplies of this nature through you people, you discover that you can 
furnish them rehabilitated material. Do you then, if they obtain 
from you rehabilitated furniture, charge them? Do they compensate 
you for this rehabilitated furniture, or is this a charge that you absorb 
yourself ? 

Mr. Turpin. No, sir. They are charged for the cost of rehabilitat- 
ing the furniture. There is noservice charge. 

Mr. Osrertac. How do you establish a value on that ? 

Mr. Tourrrn. We bill the requesting agency for only the cost of 
rehabilitation as prescribed in our contracts with commercial firms or 
prison industries. 

Mr. Fvoerre. It is very much cheaper, of course. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to see you. 


Turspay, Frsruary 23, 1960. 
VETERANS ADMINISTRATION 


WITNESSES 


SUMNER G. WHITTIER, ADMINISTRATOR 

H. MONK, ASSISTANT DEPUTY ADMINISTRATOR 

H. BUCKNELL, ACTING CONTROLLER 

CLARKE, DIRECTOR, BUDGET SERVICE 

RHODES, JR., GENERAL COUNSEL 

FABLE, JR., DEPUTY GENERAL COUNSEL 

. STANCIL, CHAIRMAN, BOARD OF VETERANS APPEALS 

. TURNER, ASSISTANT ADMINISTRATOR FOR APPRAISAL 

PROVAN, ASSISTANT ADMINISTRATOR FOR MANAGEMENT 
SERVICES 

J. N. O’NEIL, DIRECTOR, SUPPLY MANAGEMENT SERVICE 

E. R. SILBERMAN, ASSISTANT ADMINISTRATOR FOR PERSONNEL 

F. R. HOOD, DIRECTOR, INFORMATION SERVICE 
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DEPARTMENT OF INSURANCE 


H. STONE, CHIEF INSURANCE DIRECTOR 

W. MELIDOSIAN, DEPUTY CHIEF INSURANCE DIRECTOR 

T. WATERMEIER, CONTROLLER 

A. POISSANT, CHIEF ACTUARY 

Dp. MITCHELL, ACTING DIRECTOR, METHODS AND PROCEDURES 
SERVICE 

C. B. DRINKARD, CHIEF, BUDGET AND STATISTICS DIVISION 


R. 
8. 
H. 
W. 


DEPARTMENT OF VETERANS BENEFITS 


w. J. DRIVER, CHIEF BENEFITS DIRECTOR 

Pp. TIMOSHENKO, CONTROLLER 

U. E. WELLS, ASSISTANT CONTROLLER 

A. W. STRATTON, DIRECTOR, COMPENSATION AND PENSION SERV- 
ICE 

P. N. BROWNSTEIN, DIRECTOR, LOAN GUARANTY SERVICE 

F. H. BRANAN, PRINCIPAL V.R. & E. PROGRAM ANALYST 


FIELD 


G. R. ELLIOTT, MANAGER, VA REGIONAL OFFICE, PHILADELPHIA, 
PA. 


R. T. BROWN, MANAGER, VETERANS BENEFITS OFFICE, WASHING- 
TON, D.C. 


DEPARTMENT OF MEDICINE AND SURGERY 


DR. W. S. MIDDLETON, CHIEF MEDICAL DIRECTOR 

DR. R. A. WOLFORD, DEPUTY CHIEF MEDICAL DIRECTOR 
J. D. BAKER, CONTROLLER 

R. W. WISE, DIRECTOR, BUDGET SERVICE 

D. I. ROSEN, ASSISTANT CONTROLLER FOR STATISTICS 


FIELD 


DR. THOMAS L. HARVEY, MANAGER, VA HOSPITAL, NEW ORLEANS, 
LA. 


DR. C. PD. HENKE, MANAGER, VA HOSPITAL (GM), PITTSBURGH, PA. 
ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


W. ASHBRIDGE, ASSISTANT ADMINISTRATOR 

L. G. SCHWEICKART, EXECUTIVE ASSISTANT 

J.C. GARVER, CHIEF, PROGRAM CONTROL DIVISION 

C. W. DUGGAR, CHIEF, BUDGET AND ACCOUNTING SECTION 
F. J. BURNS, SUPERVISORY BUDGET EXAMINER 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
We have with us this morning the Veterans’ Administration. We 
certainly have a distinguished group of visitors with us from the 
Administration. We have Mr. Sumner G. Whittier, the Adminis- 
trator; Dr. A. H. Monk, Assistant Deputy Administrator; Mr. R. H. 


Bucknell, Acting Controller; Mr. H. J. Clarke, Director, Budget 
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Service; Mr. F. B. Rhodes, Jr., ere Counsel; Mr. R. C. Fable, 
Jr., Deputy General Counsel; Mr. J. W. Stancil, Chairman, Board 
of Veterans Appeals; Mr. B. E. Turner, Assistant Administrator for 
Appraisal; Mr. J. R. Provan, Assistant Administrator for Map- 
agement Services: Mr. J. N. O’Neil, Director, Supply Management 
Service; E. R. Silberman, Assistant Administrator for Personnel; 
and Mr. F. R. Hood, Director, Information Service. 

From th Dep: tment of Insurance we have one of our old f; avorites, 
Mr. R. Stone, Chief Insurance Director; Mr. S. W. Melidosian, 
Deputy C hief Insurance Director: Mr. H.T. W atermeier, ( ‘ontroller: 
Mr. W. A. Poissant, Chief Actuary; Mr. D. Mi tchell, Acting Director, 
Methods and Procedures Service; and Mr. C. B. Drinkard, Chief, 
Budget and Statistics Division. 

From the Department of Veterans Benefits we have Mr. W. J. 
Driver, Chief Benefits Director; Mr. P. Timoshenko, Controller; Mr, 
U. E. Wells. Assistant Controller: Mr. A. W. eration, Director, 
Compensation and Pension Service: Mr. P. N. Brownstein, Director, 
Loan Guaranty Service; Mr. F. H. Branan, principal v R. & E. 
program inalyst : and from the field, Mr. G. R. Elliott, manager, 
regional office, Philadelphia; and Mr. R. T. Brown, Manager, Veterans 
Benefits Office, Washington. 

From the Department of Medicine and Surgery we have our very 
able and distinguished Chief Medical Director, Dr. W. S. Middleton: 
his able deputy, Dr. R. A. Wolford; Mr. J. D. Baker, Controller; 
Mr. R. W. Wise, Director, Budget Service: Mr. D. lL. Rosen, Assistant 
Controller for Statistics: and from the field, Dr. Thomas L. Harvey, 
manager, New Orleans Hospital—how many beds are you operating 
now, Doctor? 

Dr. Harvey. We have 512 in operation. 

Mr. Tuomas. Weare delighted to have you here. 

Dr. Harvey. Thank you. 

Mr. Tuomas. Also Dr. C. P. Henke, manager of the Pittsburgh Hos- 
pital. It isnice to have you. How many beds do you have / 

Dr. Henke. We have 1,1: 32 operating. 

Mr. Tuomas. You havea big installation. 

From the office of the Assistant Administrator for Construction we 
have Mr. W. Ashbridge, Assistant Administrator. You are as busy 
as a human can be, are you not ? 

Mr. Asneripcr. Yes, indeed. 

Mr. Tuomas. We also have Mr. L. G. Schweickart, Executive Assist- 
ant; Mr. J. C. Garver, Chief, Program Control Division: Mr. C. W. 
Duggar, Chief, Budget and Accounting Section; and Mr. F. J. Burns, 
Supervisory Budget Examiner. 

Mr. Administrator, you and your staff are among our favorites. We 
see many administrators and many staffs, and frankly, we see very 
many that we think are not up to par. But we rate you and your crowd 
awfully high. We think you spend a little too much money, and I 
shall attempt to point that out to you here. Nobody is going to agree 
with me. loctstake, we think all of you have done a whale of a good 


job, and the way you handle your own people and the public generally 
is an outstanding example of good administration nd good public 
relations. I think you even get.along with the American Medical 
Association, and very beautifully, too, do you not? 
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Mr. Wuirtter. We seem to, sir. 
(Off the record. ) 


EMPLOYMENT 


Mr. Tuomas. We will refer to 10 or 12 years ago. Looking upon 
your tot: al employment—that is, what it was then and what it is now- 
of course, the figures show a very decided reduction, and everyone de- 
serves muc +h credit for that. In those d: Lys, in all fr: ankness, you were 
starting a new program, and you had decidedly more employees than 
you needed. You had your education and training program, which 
was three or four times what it is now. Perhaps your home loan pro- 
gram was aiso three or four times what it is now. Even at that, with 
your electronic equipment and your general increase in efficiency, all 
of you deserve a whole lot of ¢ redit. Leav ing you to your own devi ices, 
I think you will continue to show some efficiency. It can all be 
summed up that we think you are a great crowd and doing a good job. 

Now, since I have done all the talking, what about you doing a 
little ¢ 

Mr. Wuirrier. Mr. Chairman, I have a prepared statement I would 
like to read. 

Mr. Tuomas. We shall be delighted to hear you, sll 


GENERAL STATEMENT 


Mr. Wuirtrer. Honorable chairman and gentlemen of the commit- 
tee, I am privileged once again to appear before this committee in 
regard to budget estimates of the Veterans’ Administration. We of 
the VA deeply appreciate the support given by this committee to the 
veterans of our Nation and to the taxpayers in general. 

The chairman has said some nice things about the fine people in VA, 
but we also recognize that many of the suggestions for improvement 

came from this committee, inc luding some of the m: ujor ones. 

Since the fiscal year 1961 budget was prepared, a later review of our 
estimated needs shows reductions as follows : 


General operating expenses__....._..___._____..._____._-_...... -—$554,000 
Readjustment benefits___ ce ee oT ew ee eae ee 


ace neacnngeny cil —66, 554, 000 
On the other hand, our anticipated supplement: al appropriation for 
1960 has been increased $2,073,000. These revisions are reflected in 
the amounts referred to in this opening statement and in the attached 
table of comparisons. 

Our request for 1961 totals $5,397,291,000. This is $238,497,000, or 
4.6 percent more than current year needs. The increase is due to the 
requirements of the new Veterans Pension Act (Public Law 86-211) 
and the new Federal Employees Health Benefits Act (Public Law 86- 
882) and are offset by savings in several areas. The re 
table compares our needs by appropriation with those of this yea 

Our total request. prov ides for and includes the following: 

(1) A decline in general operating expenses because of “decres using 
workloads, application of savings due to conversion to automatic data 


processing, and substantial completion of one-time projects in the 
current, yeal 
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(2) Strengthening of management direction and supervision in the 
field of medical administration, and continuity in the level of profes- 
sional staffing in the field of medical research ; 

(3) Improved staffing ratios in our hospitals and an increase in the 
average daily number of patients and members in our inpatient care 
program ; 

(4) An increase in the number of medical visits for examinations 
and treatments for outpatient care; 

(5) An increase for the maintenance and operation of our supply 
depots; 

(6) Provision for a satisfactory level of funds for the moderniza- 
tion and replacement of hospitals and domiciliaries (including new 
hospitals at Washington, D.C., Cleveland, Ohio, and Martinez (Oak. 
land), Calif.) : 

(7) Funds for increases due to enactment of the new pension legis- 
lation ; 

(8) Savings due to declining readjustment benefits programs; 
(9) Decreasing insurance and indemnity payments; and 

(10) A reduction in grants to the tepublic of the Philippines, 

Of the $5,397,291,000 total requested, $5,233,222,000 or 97 percent 
is required for— 

(a) Medical care and treatment of eligible veterans as author- 
ized by law; 

(5) Direct benefit payments to eligible beneficiaries; and 

(c) Modernizations, improvements, and repairs in our hospital, 
domiciliary, and clinic facilities. 

The remaining $164,069,000, or only 3 percent, is for related admin- 
istrative costs. Certain details of these estimates, by appropriation 
groupings, are as follows: 


ADMINISTRATIVE COSTS 
GENERAL 


Our administrative costs, estimated at $164,069,000, are but 3 per- 
cent of the total budget. These funds will be used as follows: 


i Se ._ $12, 990, 000 


Department of Veterans Benefits__._.____ eta aati oc ake 116, 001, 000 
I ein 24, 509, 000 
I a a 8, 947, 000 


ee 1, 622, 000 


eles pcaneieaiienci test eiaeiiciidiben aisinabess disaedeiiancdaaneianteaancadiks ons eutelnbied Sk 


This is $11,178,000 less than current year needs for such purposes. 
Our 1961 estimate, however, includes $1,280,000 for the approximate 
cost of the new Federal Employees Health Benefits Act. Without 
this new legislation, the reduction would have been $12,458,000. 

We again show a reduction in our personnel requirements, thus 
extending, as the chairman pointed out in his introductory remarks, 
a succession of annual decreases in employment. For 1961 we antici- 
pate an average of 22,465 employees, or a reduction of 1,771 from the 
current year 
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STAFF SERVICES 


The requirements for total staff services have been reduced below 
the current year level. The slight increases in some areas are more 
than offset by decreases in others. Primarily, the reduction is the 
result of nonrecurring construction costs of the ADP Center at Hines, 
jill. Included in this request is the transfer of the functions of the 
Construction Contract Appeals Board from the “Medical adminis- 
tration and miscellaneous operating expenses” appropriation (Office 
of the Assistant Administrator for Construction) to the “General 
operating expenses” appropriation (Office of the Administrator). 

Mr. Tuomas. Eleven people. 

Mr. Wuirtier. Eleven people, yes, sir. 


DEPARTMENT OF VETERANS BENEFITS 


The Department of Veterans Benefits will require $116,001,000, an 
amount. $10,416,000 less than in the current year. Declining loan 
guarantee and vocational rehabilitation and education workloads, 
coupled with savings from the expansion of automatic data processing 
operations, account for this substantial reduction. 

Conversion of benefit payment, accounting, and statistical functions 
toan automatic data processing system is proceeding on schedule, and 
is expected to be completed by December 31, 1960. This conversion 
will result in a substantial annual net savings. 

Loan guarantee workloads will decline with the expiration of the 
entitlement of World War II veterans as of July 25, 1960. The re- 
adjustment training program activity will continue to decline with an 
estimated decrease of 100,000 Korean veteran trainees in 1961. In 
addition, significant savings have been accomplished by consolidating 
workloads at a number of our field locations. 

Implementation of the provisions of the Veterans’ Pension Act of 
1959 will require $4,359,000 in 1961. Supplemental funds have been 
requested in the amount of $2,200,000 for this purpose in the current 
year. 

DEPARTMENT OF INSURANCE 

Administrative costs of our Department of Insurance are expected 
to decrease $1,357,000 in 1961, reflecting reduced requirements for 
implementing recent veterans insurance legislation. 

Conversion of over 6 million policy records to an automatic data 
processing system will continue through 1961, and will be completed, 
we hope, early in fiscal year 1962. Annual net savings of a substan- 
tial nature are expected to result from this conversion. 

Policies in force will continue to decline only slightly to 6,200,000 by 
the end of fiscal year 1961. A cost of $3.94 per policy is forecast for 
1961, as compared with $4.63 in 1955. This 15 percent reduction has 
been accomplished despite higher salary rates and despite increased 
fringe benefit costs. 

MEDICAL ADMINISTRATION 


The administration of our medical care program will be improved 
by strengthening the direction and supervision of the various pro- 
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grams and activities. This will require an increase in both central] 
office and in our area offices, estimated at $742.200. This amount in- 
cludes the cost of personnel transferred fron 1 nonmedical activities, 
for which corresponding reductions are shown in the “General oper- 
ating expenses” appropriation. 
CONSTRUCTION 

Despite the expanding workloads in our construction activities, 
our estimate of administrative costs for this purpose contemplates 
only a small increase in staff. The major part of the total increase 
of $152,000 is for site-survey and other costs directly related to the 
preliminary development of construction projects. 


BENEFIT PAYMENTS 


Our appropriation requirements for benefit payments amount to 
$4,232,800,000, or more than 77 percent of the total budget request. 
These funds will be used for: 


Compensation and pensions____-~ . . $3, 840, 000, 000 
Readjustment benefits__ ee ee oe 344, 000, 000 
Insurance and indemnities : ad st , 18, 800. 000 

hn a eet i a a oi 1, 232. 800, ( 000 


The amount shown for readjustment wink fits reflects our recent sub- 
mitted “revised estimate,” which is $66 million less than the $410 
million initially submitted. 

The total benefits estimate is $190 million more than appropri iations 
for the current year, including pending supplementals. This net in- 
crease is composed of : 


Pension legisl ition increases__. ai is he +-$284, 000, 000 
Other compensation and pension increases_- +- 151, 000, 000 
Decreased Korean conflict training —BA5, 000, 000 


Other increases (net) -___- St ieee. ath + 10, 000, 000 


BE ia crab esmincrininaineinen sitchen ; +190, 000, 000 


The Veterans’ Pension Act of 1959 is expected to add 253,000 cases 
to our rolls in 1961, at a cost of $166 million. It will also increase 
the rates for 838,000 cases now on the rolls, at a cost of $118 million. 
Normal increases in pension cases and average payments, due pri- 
marily to the advancing age of veterans, are expected to require an 
additional $151 million. 


COST OF VETERANS’ PENSION AC’ 


Mr. Tuomas. What will be the annual cost of that act? Around 
$300 million 4 

Mr. Criarke. $288,359,000 is the budget estimate for 1961, 

Mr. Tuomas. That will be a recurring cost for how many years! 

Mr. Wuirtier. It will be increasing for a number of years. 

Mr. THomas. How many years / 

Mr. Wuirtier. As a matter of fact, at no point will there be a cut 
in the total pension program below present annual costs 

Mr. Tuomas. At no point—that is a long time. 

Mr. Wuirrier. Up until the year 1995, sir. It will reach its peak, 
and will run, I should think, to about $4 billion in the year 1995. 

Mr. THomas. What was the estimate of the annual cost when the 
legislative committee considered the bill ? 
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Mr. Drrver. $309 million for the first year. That is estimated, sir. 
The first-year costs will depend in large measure on the number of 
World War IT and Korean widows and. orphans who file for benefits. 
Qur estimate was $309 million versus the $288 million budgeted, 
which Mr. Clarke mentioned. Either one could be right, frankly. 
It is hard to pinpoint it. 

Mr. Tuomas. Will it stay at that level, or will it increase in the 
next 10 years? 

Mr. Driver. It will increase through 1970. 

Mr. Tuomas. Through 1970—10 years. What will the highest 
figure be during that 10-year period ? 

“Mr. Driver. The highest figure ? 

Mr. Tuomas. Approximately. You can straighten it out later. 
What is the best guess? You do not know how many widows and 
orphans will file. We can understand that. 

Mr. Driver. I would say it would increase a minimum of $200 mil- 
lion per } year through 1970. 

Mr. Tuomas. From now until 1970? 

Mr. Driver. Yes, sir. 

Mr. Trromas. In round figures, then, it would be $2 billion for the 
next 10 years. 

Mr. Driver. It will increase less sharply as the World War II 
veterans supplant the World War I veterans in the majority on the 
rolls. It wil gradually reach a peak of about $7.5 billion a year in 
1995 versus $114 billion a year at present. 

Mr. Ostertac. $7.5 billion? 

Mr. Tuomas. The criticism has been that the new act did not do 
much for the World War I people. 

Mr. Driver. It did not give them a general pension, but it substan- 
tially increased the rate of pension for most of the World War I 
veterans. 

Mr. Tuomas. The maximum cost will go up to $7 billion a year? 

Mr. Driver. Yes, sir. This is the total for compensation and pen- 
sions. This, of course, is not attributable to the new Pension Act. 

Mr. Tromas. That is what I was excited about. Confine your re- 
marks to the new Pension Act. 

Mr. Driver. The new Pension Act, overall, and over a 40-year pe- 
riod, will cost an additional $9 billion. 

Mr. Tuomas. The 1961 estimated cost is approximately $288 to 
$309 million. What will it cost on an annual basis for the next 10 
years through 1970. say ! 

Mr. Driver. The new act ? 

Mr. Tomas. Yes. 

Mr. Driver. The additional cost would be about half of the total 
increase which L referred to before. 

Mr. Tromas. Of 89 billion, you mean ? 

Mr. Driver. We figure half a billion for the next 10 years. TI would 
say at least half of that would be due to the new act. 

Mr. Trromas. You stay with your figure of half a billion dollars 
for the next 10 years, then ? 

Mr. Driver. Yes, sir; forthe total pension program. 

Mr. Tuomas. Excuse me, go ahead, Mr. Administrator. 

Mr. Wurrrter. One point I might make regarding all of this, 
which relates to the non-service-connected group, is that the average 
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age of the World War I veteran is over 65, and fundamentally this 
is an old-age program. As they come on in these great numbers at 65 
we get a substantial increase in workload. Then as the World War Il 
veterans reach 65, of course we get another tremendous increase. 

The peak trainee load of 575,000 Korean conflict veterans wag 
reached in 1957. Since then a steady decline has been experienced, 
The average in 1959 was 425,000. This trend is expecte d to result in 
averages of 300,000 this year and 200,000 for 1961. The anticipated 
decreases will reduce our needs for readjustment benefits by $255 
million. 

Veterans’ insurance and indemnities appropriation requirements are 
expected to decrease $4,200,000 in 1961, with the complet ion of install- 
ment payments to approximately 5,000 servicemen’s indemnity 
beneficiaries. 

MEDICAL CARE 


We are requesting a total of $925,422,000 for this purpose, which 
is an increase of $16,554,000 over current year appropriations, includ- 
ing our supplemental request. Funds ‘for 1961 are estimated as 
follows: 

Medical research___- 
Prosthetic research___--_--- 
Medical education and training 


a _. $15, 400, 000 
neinehde bana ‘ ae 1, 000, 000 


age lh les siensiteiciag inti o an 1, 500, 000 

Neen ee end ineiameninapei amermmame OLt, eee 
Outpatient care_____ eld : é e i J S6, 481, 000 
Supply depot operations —_ ‘ sk citecslladihia a i etalon 2, 520, 000 
Grants to the Republic of the Philippines_____________-_-_____- 1, 500, 000 
ala ekh teceadeainserusentitnnnneccaseincoeen eae ac ~. 925. 422. 000 


ANIMAL RESEARCH LABORATORIES 


Mr. Tuomas. You have a million dollars-plus in there for dog 
houses and animal houses. Why were they not charged to research 
funds rather than to construction ? 

Mr. Monk. You mean in our construction program / 

Mr. Tuomas. Yes. It is charged to construction. It is really a 
research program. Animal houses are used exclusively for your re- 
search program. 

Mr. Monk. We had a million and a half earmarked last year in the 
construction program for medical research. 

Mr. Tuomas. You have about that much in there this year, but you 
charge it to construction rather than to research. 

Mr. Wuirtier. It is medical research construction. 

Mr. Tuomas. Yes; but it is not charged to research. It is charged 
to construction. 

Mr. Wuirttier. That is right. 

Mr. Tomas. Go ahead. 


Mr. Whittier. 
SALARY INCREASES 


Since this request provides only for the cost of salary increases 
for wage-board employees actually approved through July 31, 1959, 


additional funds undoubtedly will need to be requested at a future 
date. 
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MEDICAL RESEARCH 


In 1960 Congress appropriated $17,344,000 for medical research, an 
increase of $6,344,000 over the amount requested in the President’s 
budget. For 1961 we are requesting $15,400,000 for this purpose, an 
Sint $4,400,000 higher than the 1960 budget request. By realine- 
ment of our operating plans for the 2-year period (1960-61) we will 
continue our most important research projects without reducing any 
of the professional staff we will bring onto our rolls this year. We will 
accomplish this by devoting a higher-than-normal proportion of this 
year’s funds to the purchase of necessary supplies and equipment, and 
a continuation of the 1960 yearend employment throughout 1961. 


MEDICAL EDUCATION AND TRAINING 


For medical education and training purposes we are requesting 
$1,500,000 in 1961, an increase of $169,000 over the current year. 
Since this is an essential factor in our efforts to maintain and i improve 
the quality of care rendered our veteran patients, approval of this 
estimate will help the Veterans’ Administration keep abreast of the 
constant advances made in the field of medical care. 


INPATIENT CARE 


The major portion of our request for medical-care funds is for the 
care and treatment of veterans in hospitals and domiciliary homes. 
For the “Inpatient care” appropriation programs we are requesting 
$817,021,000—an increase of $15,942,000 over the current year 

With these additional funds we propose : 

(1) To increase the average daily number of veterans provided 
care from 140,846 this year to 141,250 in 1961. This increase of 
404 consists of a net increase of 254 in VA hospitals, 100 in domi- 
ciliaries, and 50 in State homes. The indicated increase in the 
patientload of our hospitals does not, however, portray the entire 
story. ‘The demand for care of tubercular patients is expected to 
decline, and this request anticip: ates that the TB patient load will 
be reduced by 745 from this year’s level. Thus to accomplish a 
net increase of 254 in total patientload, care will be provided for 
an additional 1,000 patients in other diagnostic categories. 

(2) to continue the improvement in stafling ratios made pos- 
sible in our hospitals with the 1960 appropriation. It is uni- 
versally recognized that the quality of medical care is dependent 
to a substantial degree on both the quality and quantity of skilled 
examination and treatment staffs. This request contemplates 
further strengthening along both of these fronts by expansion of 
education and training activities and increasing the staffing ratios 
in our hospitals by 11 employees per 1,000 patients (1,046 to 
1,057) during 1961. 

OUTPATIENT CARE 

The demand for medical examinations and treatments for veterans 
with service-connected disabilities on an outpatient care basis is ex- 
pected to increase during 1961. We anticipate a total of 3,551,000 
medical examinations or treatments by staff or fee physicians or 
qualified technicians. This represents an increase of 85,200 over the 
expected 1960 level. To meet this demand we are requesting an 
appropriation of $86,481,000, an increase of $2,615,000 over the 
current year. 
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CONSTRUCTION 


Our 1961 appropriation request of $75 million includes funds for 
the following: 

(1) Three new hospitals, to be located at Washington, DC. 
Cleveland, Ohio, and Martinez, Calif., 

(2) Nine major modernization projects which are being designed 
in the current year, 

(3) Technical services moneys for the design of 18 major moderni- 
zation projects, and 

(4) Funds for the design and construction of 55 minor projects. 

A comprehensive survey of the cost of modernizing our hospital 
system was completed in June 1959. As a result of this survey, we 
have jointly developed with the Bureau of the Budget a moderniza- 
tion and replacement program covering 12 years at $75 million per 
year, for a an cost of $900 million. This appropriation represents 
the first year’s request | under this long-range program. 

That, sir, completes my prepared statement. 

(The following was submitte d for the record :) 


Redu n or in- 
Appropria t 1 I 4 
Appr ation fiscal ye a f “ 
Amon Percent 
teneral operating expenses $165, 573, 000 $153, 500, 006 $12, 073, 000 | —7.3 
Medical Iminictrat llar us 
operating expenses : 349, 000 28, 489, 000 R89, 000 | 0 
Inpatient care ‘ 801.079. 4) $17,021, 000 +-15, 94 } 2.0 
Outpatient cars 83 RAS. ON RA. 481 wy +9) 615. 000 +3.) 
Maintenance and operat fsupply depts 2, 268, 000 2, 520, 000 +252, 000 1.1 
Censtruction of hospital and d>miciliary facili- 
ties 31. 859. 000 75 ). Of +43, 341, 000 +-138.9 
Compensatin and pensions 3, 405, 000, 006 3, 840, 000, Of +-435, 000, 000 12.8 
Readjustment benefit 585, 000, 000 344, 000, 00 241,000,000 | —41.2 
Veterans insurance and indemnities 53, 000, OOF 18, 800, OO 4, 200, 000 7.9 
Grants to Republic of Philippines a 2, 000, 00K 1, 500, OO 500, 000 —25.0 
| 
Tetal.... ss 5, 158, 794, 000 5, $97, 291, OOK +238, 497,000 | +4. 6 
| 
' 
I ludaes t x lin I é ent req 
0 } yn Current 
I t 
General operating expenses __. $2,817, 000 | $617, 000 $2, 200, 000 
Inpatient care 6, 326 +9 874. OOK 9, 000, 000 
Maint oper ippl ’ t | 5 
( i per y 15. ( ti 
4 116, OO 
Ref vi ) ; Lit l 
( I Current 
rene rm vr 54 054.00 ean4 0 $153, 590, 00 
Readiustment benefit 41 ) OO 65, 000, OOF 344, 000, 000 
Total i 564, 054, 000 6 54 497, 500, 000 
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Mr. Tuomas. That is a good, compact statement. Congratulations. 
We have looked over your estimates, and some of your tables are 
fantastic. I want to compliment your Budget people, who must have 
put in many hours of work preparing these tables, all of which are 
very complete. The information is in there. All you have to do is 
find it. 

Gentlemen, it might save the time of the committee and the time 
of the administration if everybody will discuss any general questions 
now, and get into the specific details later. That might save time— 
let us try that. 

Mr. Evins, do you have any questions ? 

Mr. Evins. That is a good approach. I was impressed by the big 
increase in the budget for inpatient care, and, of course, in compensa- 
tion and pensions and hospitals. Those are the three big items, are 
they not, Mr. Administrator ? 

Mr. Wuirrier. That is right. 


INPATIENT CARE 


Mr. Evins. Could you spell out for the record why the big increase, 
first, for medical treatment and inpatient care? 

Mr. Wurrtier. I suppose if I were to attempt to summarize the 
status of the VA, I would say that most of the programs which are 
based upon the number of veterans in the population are declining. 
Two programs which are based fundamentally upon a non-service- 
connected disability will increase. This is because the older a man is, 
the greater the need for hospitalization. Those two programs are the 
ones on Which you put your finger—pension, which is fundamentally 
based upon non-service-connected disability, is largely an aging pro- 
gram ; and hospitalization. 

The Presidential study which was made showed that the demand 
for hospitalization for many decades into the future, will tend to 
increase substantially. 

Mr. Evins. You say you need an increase of $15.9 million. On 
vhat formula did you determine that specific amount ? 

Mr. Monk. Congressman, I might point out that of the $15 million, 
about $12 million is for health insurance costs and anticipated average 
salary increases, which are built into this budget for the first time 
insofar as we are concerned. 

Mr. Evins. In other words, the Health Act increases and average 
salary increases make up a large portion of the $15 million, and it 1s 
rally not for inpatient care, although you charge it to that account. 
Isthat correct ? 

EMPLOYMENT 


Mr. Wuirrrer. Mr. Congressman, if I may, the medical depart- 
ment has the greatest number of employees, something over 120,000. 
So, much of this request is for salaries for staffing. Consequently, 
the Health Insurance Act would hit us very heavily in these areas. 

Mr. Evins. Mr. Administrator, is it not a little bit inaccurate in the 
budget to give the general impression that the cost of personnel, and 
% forth, is down, when as a matter of fact, a big increase is reflected 
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for personnel itself? We gained the general impression from the 
budget that there isa substanti: il decrease in the number of employees, 
and that administrative costs and operi ating costs are down. Your 
first item shows a decrease in operating expenses. We gained that 
general impression. Yet when we look into it, the | ig Increases are 
reflected because of personnel. 

Mr. Wuirrier. There are substantial decreases, sir, up to over 
1,700 in the insurance and DVB programs. In the hospital program 
there is an increase. 

Mr. Evins. Based upon the general average over the years, $15 mil- 
lion is what you will have to have for inpatient care. 

GC ompensation and pensions, I believe you have already explained, 
The increase there is due largely to the new act, and it is conjectural, 
It is required by statute. If it is not sufficient, you have to come in for 
asupplemental. If it is too much, you would not e xpend it. 

Mr. Wurrrier. That is correct, sir. May I point out that the in- 
crease is largely pensions, the non-service-connected portion, and not 
compensation. 

AUTHORIZED BEDS 


Mr. Evins. I noticed in your veneral budget you stated that an ad- 
ministrative decision had been made this year that the President had 
determined upon 125,000 for the average daily patient load, or js 
that the maximum / 

Mr. Wuirrtier. Authorized beds, sir. 

Mr. Evins. That isthe authorized beds / 

Mr. Wuirrier. Not patients; beds. 

Mr. Evins. The authorized beds. All righ . Will not this long- 
range hospital and construction program you now have inaugurated, 
and have underway, put the number of beds be yond the authorized 
maximum / 

Mr WHITTIER. No. sir. When you have, as We clo. 170 hospitals, 
the replacement problem with the number of old hospitals we have 
becomes serious, and it became important to lay this out on a long-range 
basis. It is the matter of replacement, not necessarily new hospitals. 
™_ ‘re are still some new hospitals to come into the system. 

Under the 125,000 authorized bed policy, which we have considered 
our Magna Carta, the Administrator now has the right to move hos- 
pitals, to close them in one area, to move them to another, to try to 
match needs, to close empty beds where we do not need them, and to 
put the hospitals where we do need them. For example, we gave one 
hospital in North Dakota to the Air Force. We are increasing our 
beds in Florida and in California, where there has been this popula- 
tion shift. We shall have to build new hospitals in other locations 
They are fundamentally, however, replacements within the 125,000 
ceiling, sir. 

Mr. Evins. I believe that is all. Mr. Chairman. 

Mr. Tuomas. Mr. Boland. 

Mr. Osrertac. Will the gentleman vield at that point 

Mr. Botanp. Go ahead. 

Mr. Osrertac. On the point about which Mr. Evins was talking. 
Despite the increase in on facilities you will not have available more 
than the total ceiling of beds under this policy 4 
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Mr. Wurrrier. Yes. We will not have available more than the 
125,000 authorized beds. I would point out, however, that since 1946 
: the ‘actual number of beds has steadily increased, and we have not yet 

reached 125,000. In fact, we have at Palo Alto 1,000 beds yet to come 
- in, in May of this year. 
EMPLOYMENT 


Mr. Botanp. What is the total number of employees required for 


complete operation of the V A in fiscal 1961 ¢ 
Mr. Wuirtter. It is about 155,000. 
= Mr. Crarke. 155,595 will be the average number of employees. 
Mr. Botanp. That is an increase of about 180 over 1960, is it not? 
et Mr. CLarke. That is correct. 
. Mr. Botanp. I am looking at the overall chart, which is page 24 re- 


vised, and then on the very next page, 2-5, 1 note a comparison from 
1947 through 1961 er respect to total employment. I note that in 
ri fiscal 1961 you have 154,014. What is the difference between that 
154,014 and the 155.595 

Mr. Ciarke. There is a footnote on the bottom of page 2-5 which 
explains that the figure of 154,014 excludes 349 people for construction 


|. of hospital and domiciliary facilities, and 1,232 for equivalent employ- 
d ment for consultants. Those three figures total to the 155,595 as 
" shown on pages 2-4, 2-6, and 2 , 
Mr. Botanp. Where is the increase of about 180 in personnel from 
1960 to 1961 sought? Where are you putting those / 
Mr. Monk. Th: : is in medical, Congressman. Medical is up about 
1,900, and the “General operating expense” is down. Loan guar- 
" antee and veterans’ rehabilitation and education are down. So it nets 
d. out. There are pluses and minuses through here. 
af Mr. Botanp. How many employees did you have aboard as of 
January 1, 19607 
‘Is. Mr. Monk. As of November 30, 199, there were 152,651. 
an Mr. CLARKE. I have been able to pick up a later figure, Congress- 
ge man. As of the first day of the calendar year, which you ask about, 
i there were 153,599 within the administrative appropriations. 

Mr. Botanp. Do you have difficulty in staffing some divisions of the 
veil Administration. ne. 
ns Mr. Ciharke. In a normal period, sir, the vacancies are filled within 
te areasonable period of time. the 
l to Mr. Botan. I want to commend the Administrator and his staff 
‘ee | forthe job they are doing in this tremendous field. I think the figures 
ieee speak for themselves, and do reflect great credit upon all of your staff, 
ale: and particularly upon you, Mr. Administrator. 

ONS. 
000 HOSPITALIZATION OF NON-SERVICE-CONNECTED CASES 

With respect to the Department of Medicine and Surgery Doctor, 

| how many non-service-connected disability cases are confined to VA 
hospitals? What is the percentage of those who are non-service 
connected in Veterans Administration hospitals ? 
as | Dr. Mippiteron. At the present time, it would be 66 percent. 
a Mr. Bo.anp. Is that not an awfully high percentage ? 
| 
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Dr. Mipptrron. If we stop to analyze that figure, we appreciate 
that ‘abil 34 percent of the total group are under care for service- 
connected disabilities. In addition about 8 percent of the patients 
will have service connection, but are admitted for non-serviee- 
connected causes. Then the remainder, of course, are the nonserviee 
connected. 

Mr. Botanp. What would be the percentage of non-service- 
connected cases in the neuropsychiatric hospitals? If you do not have 
the figure, will you break it down for neuropsychiatric and general 
medical and surgical, and also the domiciliary facilities. 

Dr. Mippteton. Of course, the nonservice connected are slightly 
less than the service connected there; about 54 percent service con- 
nected and 46 percent nonservice connected in the neuropsychiatric 
hospitals. 

(The following information was submitted later :) 


Percent of patients in VA hospitals by compensation and pension status ! 





——_—— - — — 


Type of hospital 


| 
| 
| 
| 
| 





AI VA 
hospitals Neuro- General 
Tuberculosis | psychiatric | medical and 
surgical 
Total patients eee er this | 100. 0 100. 0 100. 0 100.0 
Veterans treated for service-connected dis- | | 
abilities aS ‘ ‘ 34.3 19.5 54.1 15.9 
Veterans with service-connected disabilities 
treated for nonservice-connected conditions ___| 8.7 11.4 | 5.0 | 12.1 
Veterans without service-connected conditions. -| 57.0 | 69.1 40.9 72.0 





! As of Nov. 30, 1958. 


Percent of members in VA domiciles according to service connection* 


Neen ne eee cinielanigasasauiank picepibendeenabon dia 100. 0 
I a ls in ashinioi cb aieameabi 22.1 
I igh hece sasier minal alco nnmaniinn 77.9 


1 Nov. 30, 1959. 

2 Service connection has a different meaning for domiciliary care than for hospitaliza- 
tion. A veteran may be admitted to domicile as service connected only if he has a 
compensable service-connected disability and income of less than $125 per month. If he 
has a nonecompensable service-connected disability he may be admitted only after indiecat- 
ing his inability to pay and then is included as nonservice connected. If he has a 
compensable service-connected condition but income in excess of $125 per month he may 
be ailmitted as monservice connected if he affirms his inability to defray cost of care. 


Mr. Botanp. How about the G.M.&S.? 

Dr. Mippietron. In the G.M. & S., of course the swing ts widely the 
other way. I do not have the figures immediately available, but you 
will have many more nonservice connected than service connected. 


LENGTH OF STAY IN HOSPITAL 


Mr. Botanp. How long does a non-service-connected patient stay in 
a VA hospital on a hernia operation ? 

Dr. Mippiteton. We can get those figures for you precisely, but 
the average period is usually in excess of 2 weeks; but I would rather 
defer that to exact figures. 
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Mr. Botan. That is an interesting figure, because there has been 
gome criticism with respect to the VA program on the length of stay 
of veterans who go for particular operations, One of the particular 
operations was hernia, where in private or semiprivate institutions 
the length of the stay is 7 days for an adult. Why do they have to 
stay 21 days ina VA hospital? 

Dr. Mipptetron. There are several reasons, Mr. Congressman. The 
first is that these patients do not have preadmission care. In the 
first place, then, they must come into the hospital for the workup, that 
js to say, the ordinary physical examination, the laboratory examina- 
tions such as the blood counts, coagulation time, urinalysis, and so 
forth. A period of at least 3 days is expended there developing that 
phase of his workup. Then he is not discharged as early as from 
civilian voluntary hospitals because it is our position that he must be 
ready to get back to work. At least he should not be discharged with 
the stitches there and be reporting back to the physician’s office for 
removal of stitches, and things of that nature. 


DOMICILIARY CARE 


Mr. Botanp. With respect to domiciliary care, how many domi- 
ciliary homes does the VA have? 

Mr. THomas. Seventeen 4 

Dr. Mippiteton. We now have 18 domiciliaries, and all but 3 of 
those are in connection with a hospital, as a center. 

Mr. Bo.tanp. Another criticism which has been directed at the 
domiciliaries, which would seem to me to be a rather fantastic and 
wild criticism, is that you transfer patients from domiciliary homes 
ina climate which is cold to a climate which is temperate and warm. 
In other words, he has a summer and winter home. Is this true? 

Dr. Mipp.eron. It isa very small percentage. 

Mr. Botanp. What is the percentage ? 

Dr. Mippireron. I would have to get that figure for you. He has 
a choice, of course, as an American citizen as to where he will go, but 
we control that in large measure by the facilities available. 

Mr. Botanp. How many do you have in Florida? Is there one 
domiciliary in Florida? 

Dr. Mippieron. We have one at Bay Pines. 

Mr. Botanp. How many are in that home? 

Mr. Wuirrtier. While he is looking for the figure, Mr. Congress- 
man 

Dr. Mippteron. I can give you the figure on the herniorrhaphy, sir. 
It is 14.5 days as compared with the non-VA hospitals’ 9.1, so it is 
not as wide a range as I said, 14 to 21 days. Our actual average is 
14.5 days for repair of hernia as compared with the non-Va hospitals’ 
9.1. If you take off the days that I allotted for the working up of 
this patient after he came into the hospital and his proper discharge, 
you see that there is not such a disreputable discrepancy. 

Mr. Wurrtrer. Mr. Congressman, perhaps I can comment on Bay 
Pines, if I may, Doctor. 

Mr. Botanp. You were there. 

Mr. Wurrtter. I was down there. 

Mr. Botanp. Mr. Fogarty told me you were down there. 
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Mr. Wurirtirr. Yes, that is right. There was a custom for some 
domiciliary patients or members to go to a domiciliary in the North 
in the summer and then they would leave and go South and ask for 
admission in the winter. That is pretty much stopped, largely be- 
cause of the tremendously increasing population in Florida. We have 
at that domiciliary a waiting list, so a man can no longer easily get in, 
In order to protect his membership there, a man stays put. There is 
a relatively permanent constituency in that large domiciliary, a very 
beautifully located one, at the present time. 

Mr. Bouanp. So actually there is not any great transfer of those 
who are in domiciliary homes from so-called winter homes to summer 
homes ? 

Mr. Wurrtier. I would say not, sir. 

Mr. Botanp. Do you have the percentage ? 

Dr. Mippteron. We do not have that, lam sorry. I think it would 
be rather difficult to obtain, but we shall try to. The figure there is 
729 operating beds and an average of 717 members in those beds at 
Bay Pines during November 1959. 

Mr. Botanp. In the 18 mstitutions, the 18 domiciliaries, are you 
talking about? 

Dr. Mippteron. No. You asked for Bay Pines. Iam sorry. Bay 
Pines has 729 operating beds, where there are 717 members. : 

Mr. Ostertac. They are right up to the ceiling. 

Mr. Botanp. How long is the waiting list down there? 

Dr. Mippieron. I am sorry, I cannot give you that figure. We do 
not have the number presently. We can get you the number. 

(The information follows :) 


The waiting list at Bay Pines, Fla., domicile was 92 on November 30, 1959. 


Mr. Botanp. I want to pin down the actual truth or falsity of the 
statement that the VA is engaged in setting up summer and winter 
hotels for these people. I would not think it would be so. 

Dr. Mippteron. I can assure you, sir, there is considerable demand 
for the southern ones in general, much more demand than for the 
northern, but. there is no radical movement between the North and 
the South insofar as domiciliary membership is concerned. 

Mr. Jonas. In any case of transfers, do you pay the expense? 

Dr. Mippieron. No, sir. 

Mr. Tuomas. They have to go on their own. 

Mr. Boranp. That is all. Thank you. 

Mr. Tuomas. Mr. Ostertag. 


TOTAL BUDGETARY REQUIREMENTS 


Mr. Osrertac. Mr. Administrator, I want to join with the chairman 
in commending you and your organization on the fine job you are doing 
in the interest of veterans, our Nation, and of good government. 

I feel you have presented to us a pretty sound, sane, and sensible 
program. If I may try to put the whole package into focus, there is 
an increase of $238,497,000 in your total budget requirements as com- 
pared with 1960, but, generally speaking, there have been a number of 
decreases in costs and expenses ‘in several areas of operation. 
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COMPENSATION AND PENSIONS 


In looking at your table of general areas of operation, I note that 
the “Compensation and pensions” will be increased $435 million, 
which is nearly twice the amount of your total increase. 

Mr. Wuirtier. That is correct, sir. 

Mr. Osrertac. So, with a decline in “Res adjustment benefits” and 
other reduc ryt if it were not for the “Compensation and cones 
increase of $435 million, your r budget would be approximately $200 
million below that of last year 

Mr. Wuirrter. That is correct, sir. If it were not for last year’s 
new pension act, we would have had a substantial reduction. 

Mr. OsrertaG. On that point, Mr. Whittier, is that increase of $435 
million wholly attributable to the new act? 

Mr. Wurrrier. No, sir; only in portion. There are two very im- 
portant things affecting the pension program. One, of course, is the 
new act, and | the other is that so many veterans of World War I are 
now coming into their 65th year. W hen you are 65, you need only a 
10 percent “disability in order to become eligible. Therefore, many 
World War I veterans who were not eligible before that birth date now 
are coming onto the rolls. So these factors of becoming 65, along 
with the new law, are what are causing the big increase. Those are 
the two major factors. 

Mr. Osrerrac. It is interesting to note that there will be an increase 
due to the new act. While it may have been developed to some extent 
as to what this increased cost will amount to over the years, is it 
reasonable to assume that while this non-service-connected pension 
law will be on the increase, compensations generally will decline? 

Mr. Wurrrier. Compensation, yes, will level off for a period, and 
then will decline, based, as you know, on service connection. You 
cannot establish service connection without a war. It will be only 
the nonservice connected which will increase. 

Mr. Osrerrac. Unless there is some change in the law, which would 
have a bearing on it. 

Mr. Wuirrier. Yes; or, of course, another war. Pray God there 
is no other war. Should another war come, however, it would change 
entirely our present concepts of the compensation and pensions long- 
range progr am anyway. 

Mr. Osrerrac. I think Mr. Driver gave the chairman a figure of 
$7 billion as the estimate of the eventual cost of compensation and 
pensions. Is that true, Mr. Driver? 

Mr. Driver. I have the figures in front of me now, if I could cor- 
rect the statement. We have on the rolls today about 1,200,000 pen- 
sion cases and a couple of million compensation cases. Those rolls 
will increase in total in 1995 to about 714 million cases. The total cost 
in that year for both compensation and pensions will be about $514 
billion. 

Mr. Ostrertac. Rather than $7 billion ? 

Mr. Driver. Yes. 

Mr. Tuomas. That is on an annual basis? 

Mr. Driver. Yes, sir; that is correct. 

Mr. Osrerrac. That will be the high peak ? 
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Mr. Driver. That is based on the projection to 1995 of veterans in 
the population today. 

Mr. Osrertrac. That includes both compensation and pensions? 

Mr. Driver. That is correct, sir. 

Mr. Osrertrac. Do you have the comparative broken down as to the 
compensations and pensions at the high point# I mean in dollars, 
numbers and dollars, if you have both. 

Mr. Driver. About four-fifths would be pension and one-fifth com. 
pensation, approximately. 

Mr. Osrerrac. Do you have the dollars? 

Mr. Driver. It would be about 75 percent for pensions in dollars, 

Mr. Osrerrac. In other words, that substantiates the Adminis. 
trator’s points that pensions will go up and compensations will go 
down ¢ 

Mr. Driver. C ompensation g gradually levels off from this point and 
slowly decreases while pensions just continue to increase right up to 
1995. 

Mr. Wuirtier. I would like to say, Mr. Congressman, we are talk. 
ing about this in terms of cost. One amendment, widow’s equaliza- 
tion, which made eligibility stand: a for the widows of World War TI 
veterans much like the eligibility, 1 fact exactly like the eligiblity 
standards, of widows of W Torld War I veterans, added a tremendous 
increase. It wasthat amendment which was very costly. 

I also would like to point out that in this Pension Act the one very 
important principle, the principle of need, was considerably refined, 
Now those who have the greatest need will receive the greatest benefit. 

We discovered in a study that was made that over 70 percent of single 
veterans drawing pensions, over 40 percent of the married veterans 
drawing pensions, and about 55 percent of the widows and orphans 
who are also under this program had incomes from all other sources, 
including retirement funds, social security, any minimal employment 
they might have had, of less than $400 a year. 

What we have done now is to increase the amount that they will get 
by putting this benefit on a graduated or sliding scale. 

In addition to that import: int improvement, with the support of 
four major veterans’ organizations when the bill was in the Senate, 
it improved and wiped out a number of the abuses that were in the 
law, and there were several. There are many, many improvements. 
This is a much better pension law than had been on the books in the 
past, we believe. 

Mr. Driver. I would like to add some figures to this statement. This 
pension law which goes into effect in July actually decreases pension 
costs for the next 40 years for veterans’ cases by about $13 billion and 
at the same time increases pensions for widows and orphans by some 
$22 billion. The increase is due solely to removing the requirement of 
any service-connected disability at the time of death on the veteran’s 
part for World War II and Korean widows and orphans. It makes 
it easier for them to qualify and puts them on a par so far as require- 
ments are concerned with the World War I widows. 

Mr. Osrertac. There has been some misgiving on the part of vet- 
erans that the new pension law was not as beneficial to them and met 
their requirements as the old law. However, there is every reason to 
believe, from the dollar aspect at least, that more money is going into 
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this program, which on the basis of dollars, certainly means greater 
and more benefits. 

Mr. Wurrtter. Mr. Congressman, when a new act of this immensity 

into effect, and affects and concerns as many people as it does, 
obviously there would be many questions and much concern. I am 
cure all the members of this committee are receiving many inquiries, 
both in their mail and in person, when they are home. 

A veteran who is now on the rolls has an option. He can figure out, 
on the basis of his income, which system is better, the present or the 
new. Then hehasan option. He can take either, whichever is better 
for him. Once having made his decision he cannot change back, so 
it is most important that he be right in the first place. 

We are making a tremendous effort to educate those on the rolls 
and we are sending them instructions. There are many questions. 

Mr. Osterrac. I had that point in mind, and want to inquire into it. 

I note in your statement you have asked for supplemental funds of 
$2,200,000. Are those wholly pensions or in part compensations? 

Mr. Wuirrtrr. Largely pensions, sir. Because the new act goes 
into effect on July 1 there are many inquiries now requiring a tre- 
mendous amount of gearing up and preparation for that act. 

Mr. Ostertac. That is not administrative cost, is it ? 

Mr. Wuirrtier. Yes. 

Mr. Osterrac. Wholly administrative? 

Mr. Warrrter. Yes. After July 1 a man no longer has the option. 
If he comes on after July 1 he must come on under the new schedule. 

Therefore, a considerable number are attempting to get on the rolls 
before July 1 in order to maintain the option. This increases our 
work in this fiscal vear. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Mr. Osterrac. With a veteran having the option of continuing 
under the old law or coming under the new law, is there any criteria 
at this point to indicate the number that will convert to the new law? 

Mr. Wuirtter. Perhaps Mr. Driver can answer that. 

Mr. Driver. They do not have the opnortunity to convert until they 
get the election form from us which will be around the first or second 
of next month. 

Mr. Troms. You used the figure of 800,000 pieces of correspond- 
ence looking toward completion of the election. 

Mr. Driver. That is right. With the February checks on the 
first of March we will send out a pamphlet explaining the law to 
every pensioner. One would go to a widow or an orphan and a dif- 
ferent one to a veteran. 

At the same time he will receive an election form which he will 
fill out much like the estimated return of income tax. He will ac- 
tually figure out how much he would get under the new law. 

He will compare that with what he is getting and that should en- 
able him to make an election. 

If the election he has made is not in his favor we will write him 
and say, “Hold on a moment. We think you are doing wrong. Please 
reconfirm before we put you under the new law. 

We estimate most of the new pensioners will qui alify under a higher 

rate based on the income they have been reporting to us in the past. 
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Mr. Whittier mentioned the categories. It will range between 
50 percent and 70 percent depending on whether he is widowed, mar- 
ried, and so on. 

Most of them will qualify for the highest rate under the new law 
according to the figures we have received. 

Mr. Wuirrter. It is almost impossible right at this moment to 
pinpoint it absolutely, sir. 

Mr: Osterrac: Your budget estimate for fiscal 1961 calls for $3,840 
million which is an increase of $435 million. 

Would you say that this is a reasonably firm estimate or is it apt 
to be on the low side rather than the high side? 

Mr. Driver. It is our opinion at the moment that it is within $100 
million of being accurate. Frankly, 1 would hate to guess whether it 
would be high or low at this point. 

Mr. Wuirrier. I think the number of changes that have been made 
both in our own estimates from time to time as we present them to 
you, and the changes this committee itself has made in these funds, and 
then the number of supplementals we have had, indicate this is not an 
easy area to estimate absolutely. 

Mr. Osrerrac. I was about to say that anybody who can come with- 
in a few million dollars of the right figure is pretty good in arriving 
at conclusions. 

I suspect, with total number of veterans who have been and will 
be receiving benefits of one form or another, it is rather difficult to 
arrive at a given conclusion. 

How many veterans are receiving benefits now ? 

Mr. Driver. Compensation and pension? About three and a quar- 
ter million. 

IN-PATIENT CARE 


Mr. Osrerrac. Just one other point I would like to raise in a 
general sense. In-patient care is up. Is that due primarily to an 
increase in patient load ? 

Mr. Wuirrtter. I think it is due toa number of things. 

Mr. Osrerrac. Part is due to an increase in staffing / 

Mr. Whittier. Yes, it is part due to increased staffing and in- 
creased patient load. There are a number of other costs that are added 
there because there are so many employees. The amount for the new 
Health Benefit Act, average salary increases are also included. 

Mr. Osrerrac. You do not figure Wage Board increases, do you? 
Anything that might subsequently come into effect would not be 
figured in this budget. 

Mr. Monx. There are no funds for projected Wage Board increases, 
but there is about $4 million in here to take care of the increased 
patient load of 404 included in the budget. 

Mr. Ostertac. In connection with in-patient care, and in a broad 
sense, this problem you touched on, Mr. Whittier, is one that I know 
is vexing to you and is difficult to handle. 

You did mention the problem of shifting requirements, all of which, 
to some extent, makes certain facilities obsolete. 

Mr. Wairttrr. That is correct. 

Mr. Ostertaa. There is this question of conversion that comes into 
the picture, however. Recognizing, let us say, that tubercular patient 
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loads are on the decline while at the same time there is a greater or 
higher demand for general surgical and medical care, and always 
an increase or a higher demand for an NP hospitalization. 


WAITING LIST OF NP CASES 


Do I understand primarily that the largest waiting list is in the 
NP area ¢ 

Mr. Wuirrter. That is correct, sir, although I would point this 
out—it is not necessarily a troublesome waiting list. Most of the 
veterans who are on our NP waiting list are already in some hospital. 
There are no significant pressures in States where they have an 
excellent mental health program. 

In New York State, where they probably have one of the finest 
mental health programs in the United States, one which is forward- 
looking and imaginative, you do not get the pressures from families 
who may have a veteran in one of the State hospitals to put them 
into a VA hospital, which also has a good program. In other States, 
where the mental health program is weak, we would come under 
greater pressures. 

Mr. Osrertac. What do you foresee in this whole picture of changes 
in loads and requirements and shifting of emphasis here and there? 
Do you think as we move along it will automatically find itself or 
are you in a sort of straightjacket which makes it difficult to meet 
these developments and requirements as they are taking place? 

Mr. Wuirrtier. You ask me a—— 

Mr. Ostrertac. | speak in a general sense. 

Mr. Wurrrier. | know you are, and I am pleased to answer you 
because it is an area which excites me. 


AVERAGE DAILY PATIENT LOAD 


When we projected the 125,000 authorized bed plan and the Presi- 
dent signed it, I had some question in my mind as to whether we 
could hold the 125,000 figure, whether or not waiting lists and pres- 
sures would not rise to increase it. 

On the basis of the experience since the pronouncement of that 
policy, I think—and I have told this to veterans’ organizations at 
legislative meetings I have addressed this year—I think that for a 
substantial period of time the 125,000 will be adequate, that there 
will not. be tremendous pressures upon them, except local ones, or upon 
VA for additional increases. 

I think this for a number of reasons. One is this policy of being 
able to convert the mission of a hospital, let us say from TB to gen- 
eral medical and surgical. That will add additional beds. This 
matter of being able to match beds with waiting lists and moving the 
beds around is most important. 

I must point out, however, that it is much easier to put a new 
hospital in than it is to remove even 20 or 30 beds from an area where 
we do not need them. There are always pressures to keep local 
hospitals. 

We have made a very careful study based upon county loads, and 
have tried to make projections to predict where the needs will be. 
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In addition to that, one of the great miracles in VA has been the 
decline in the TB load. 

We think that, like your own mental health system in New York, 
we are on the threshold of a breakthrough in the NP programs, We 
are very hopeful that those waiting lists will be down, and that the 
turnover will be increased. This is ‘the area of most excitement inside 
our system. 

WAITING LISTS 


Mr. Osterrac. Of course, you have no waiting lists in the TB 
field, but how about GM&S? 

Mr. Wuirtter. There are some in that field. 

Mr. Osrertac. In the country as a whole, Dr. Middleton, how many 
peope do you have on the waiting list ? 

Dr. Mippteron. We have a waiting list of 24,038, of whom 13,460 
are NP, 256 TB, and 10,322GM&S 

Mr. Ostertac. Then you do have TB veterans on the waiting list? 

Dr. Mippiteton. There are some on the waiting list, but in the ma- 
jority of instances it is a matter of their choice of hospital. There 
is no service-connected veteran on the waiting list unless he requires 
it for personal reasons, either for time or location. 

Mr. Wurrtter. There are two things I would like to point out: A 
waiting list never is absolute. The first and most important thing is 
that there are no service-connected veterans wait ing. 

Mr. Osterrac. In any category ! 

Mr. Wurrrier. That is right. I want to qualify that—there are 
one or two exceptions. He might not want to go to a certain hospital. 

Mr. Osrertac. That is because of the veteran’s choice and not be- 
cause of the lack of bed facilities for him ? 

Mr. Wurrtter. That would be correct. Therefore any waiting list 
that would exist would be non-service-connected. The second thing 
is that waiting lists are seasonal and they vary. It is an interesting 
thing. There are certain months when there is great demand, and 
there are other months when the demand is substantially reduced. 

Another thing is the definition of what a waiting list 1s; what you 
put into it, and what you do not put into it. That has some bearing 
on this, too. 

RECLASSIFICATION OF CERTAIN HOSPITALS 


Mr. Osterrac. I applaud the action that you have taken, and the 
action of the Administration in revising the policy or amending the 
policy with regard to the transfer of TB beds to other uses. In that 
calaanithen is there any general movement ahead whereby that change 
in policy has opened the door for a reasonable adjustment throughout 
the country ? 

Mr. Wurrtier. Yes. I know you are interested in this and played 
a considerable part in it, because of the Batavia, N.Y., hospital. 

Yes, I have changed the mission of some eight hospit: als from TB 
to general medical and surgical. It has permitted us to adjust con- 
siderably and it has been of great. help to us. 

However, there are some TB hospitals that are just obsolete and 
should be closed. It would be a mistake to invest money to convert 
those. 
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Mr. Ostertac. How many new beds have been opened or trans- 
ferred 

Mr. Wurirtier. Beds, and not patients, I should guess in the neigh- 
borhood of 2,700 beds. 

Mr. Osrertac. In the country as a whole? 

Mr. Wuirtter. Yes, sir. 

Mr. Osrerrac. That is very interesting, and it indicates that a 
practical and sensible way of adjustment has been brought about, all 
in the interest of the veteran. 

That is all I have, Mr. Chairman. 


COST OF VETERANS’ PROGRAMS 


Mr. Jonas. Recently, the Director of the Bureau of the Budget 
made a speech in which he stated that built into our laws are com- 
mitments that will require future spending amounting to $300 bil- 
lion for various ieee programs. Do you agree with that? 

Mr. Wuirtier. I don’t know about the figure without doing some 
computation. There are certainly built-in commitments for the 
future. There is no question about that, sir. 

Mr. Jonas. His estimate was not as to increases but to the total 
costs of the veterans’ programs. 

Mr. Wuirtter. Cumulative costs? 

Mr. Jonas. Yes; $300 billion in total. 

Mr. Yates. Over how many years? 

Mr. Jonas. As long as there are veterans. 

Mr. Wurrrter. I would say certainly there will be heavy ones. I 
do not have his computation at hand, but there is no question 

Mr. Tuomas. You can see 614 to 4 billion a year over 30 years, 

making over $200 billion. 

Mr. Jonas. According to the figures we have received here that 
estimate, if anything, is on the low side, is it not? 

Mr. Osrerrac. It depends. 

Mr. Wuirrter. There are certainly built-in costs for the future 
which are large. 

Mr. Osrerrac. On the basis of the present situation where we re- 
gard a veteran for the purposes of benefits a person who served in 
time of war, and if we had no further wars, when would veterans 
benefits run out ? 

Mr. Wuirrter. Two programs will reach their peak at about the 
year 2000. Insurance would run to about the year 2020. It is 
some time after the year 2000, to answer your question. 

Mr. Jonas. I think now that statement from Mr. Stans applied 
only to compensation and pensions, and did not include the entire 
program. 

Mr. Wuirrrer. On this projection as to when the programs will 
run out, it will probably be a long time after 2000 because you will 
then get to the dependents. Might I suggest that the last Revolu- 
tionary War payment was in 1911, which is the year I was born. 
The last payment for the War of 1812, I think, was in 1946, which 
was the year World War IT ended. We still have many Civil War 
and Indian War payments that are still being made. So I suspect, 
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sir, that long after the last veteran is dead there will be many 
payments to dependents. 

Mr. Jonas. How many widows of Confederate veterans qualify for 
pensions under the new law? 

Mr. Driver. About 1,000 to 1,200. 


INCREASE IN HOSPITAL BEDS 


Mr. Jonas. Did you say we had activated 2,700 new beds in the 
last year? 

Mr. Wuittter. No, sir. These are not new beds. The TB load 
has gone down almost miraculously, and where we had whole wards 
emptied of TB patients we have changed the mission and now put 
in general medical and surgical cases. 

Mr. Jonas. How many additional beds have been brought into 
the system in the last year, new beds? Have there been any ? 

Mr. Monk. A little under 300 net additional patient load, 

Mr. Jonas. You are bringing 1,000 new beds in at Palo Alto? 

Mr. Wuittier. That is correct. 

Mr. Jonas. Can you call these new beds? 

Mr. Wuittter. Brand new beds. 

Mr. Jonas. Inthe 1961 program you have three hospitals ? 

Mr. Wurrtter. All replacement. 

Mr. Jonas. The D.C. Hospital will not bring in any additional 
beds? 

Mr. Wuirtirr. It will not bring in any additional beds within the 
125,000 authorized bed ceiling. It will substantially increase the 
number of beds in Washington, D.C. 

I have transferred beds, picked them out from other places. It is 
now 350 beds. We originally projected 500. With the new policy we 
have increased that to 700 beds. 

Mr. Tuomas. Actually for 1957, 1958, and 1959 you did not put 
into commission one single new bed. You had some phantom beds of 
3,000 or 4,000. You might have picked up some of those and put them 
into operation, but so far as new beds are concerned, for the last 3 
years you have not added a single new bed. 

Mr. Jonas. I understand there have been 300 new beds. 

Mr. Monk. Additional patient load and not necessarily new beds. 

Mr. Jonas. Additional ? 

Mr. Wuirtrier. Let us say patient load. 

Mr. Jonas. I am not now interested in patient load but beds. I 
would like to know if you have the figures available, the number of 
additional beds to become available for use in 1960. 

Mr. Wurirtter. How many additional beds or how many new beds? 
There is a distinction. 

Mr. Jonas. What isthe distinction ? 

Mr. Wuirtter. The conversion of a TB bed is one. 

Mr. Jonas. That is not a new bed and not additional. It is a con- 
version. Assume we had 100,000 beds or 110,000 beds at the end of 
fiscal 1959. At the end of fiscal 1960 how many would we have? 

Dr. Mippieron. 134 operating beds were added last year. 

Mr. Jonas. 134 rather than 300? 

Dr. Mippteron. That is right. 
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Mr. Jonas. When you bring in Palo Alto that will be 1,000 in 
addition ? 

Dr. Mippteron. You will recall you do not bring it in as 1,000 as 
such. We will dedicate this hospital on the 15th of May of this year, 
bring in patients the first of July, and through the fiscal year 1961 
we will bring in gradually more people, so the increase in average 
beds will be 833. 

Mr. Jonas. The administrator stated that the new hospital 
Washington, D.C., will not bring in any new beds. 

Dr. Mippteron. That is right. 

Mr. Jonas. Or any additional beds ? 

Dr. Mippteron. It will simply absorb beds within the 125,000 bed 
policy. 

Mr. Jonas. How about Cleveland? Will they be additional beds? 

Dr. Mipp.eron. You are replacing the Crile Veterans’ Adminis- 
tration Hospital, and you will not have beds going over the total. 

Mr. Jonas. What about the Martinez Hospital ( 

Dr. Mrppteron. The number of beds at Oakland is 742, as com- 
pared with 500 at Martinez. 

Mr. Jonas. What I want to know is whether we are now engaged 
in a program of activating new beds or additional beds for non- 
service-connected veterans. “W e are, are we not? 

Mr. Wurrtier. In 1945 a long-range plan was laid out. There 
were projections made as to how many beds would be needed. 

Since that time the authorization has been substantially cut back. 
President Truman cut out some 16,000. However, we have been 
building up to the 1946 figure. 

There never was a defined policy as to exactly how far you should 
go. The old policy was that the VA would accept any non-service- 
connected veteran who could not afford to pay if we had available 
facilities, but available facilities were determined only by the 
amount of money that Congress voted for new hospitals. 

In this vacuum every Administrator appeared and asked for some 
definition. Finally the President, on the recommendation of the VA, 
signed the new 125,000 bed policy which for the first time gave a clear 
ceiling on which we could base our projections. 

Palo Alto will finish the 1945-46 projections, will complete that 
design, and we shall live from this time on within the 125,000 ceiling 
so that under existing policy there will be no new beds beyond that 
for nonservice connected. 

Mr. Jonas. Unless or until that ceiling is changed by some subse- 
quent President. 

Mr. Wuirtter. The Veterans of Foreign Wars asked for 130,000. 
They said they were unsure as to whether 125,000 would hold. 

I confess that at that point I was a little uncertain but I recently 
told the VF W meeting here that I was very optimistic that 125,000 
would adequately meet the needs for some time to come. That was 
largely because of a number of other things happening inside this 
polic: y. 

Mr. Jonas. The law has not been changed. It still states that a 
non-service-connected veteran may be admitted to a veterans hospital 
if he cannot. pay his way and if there is a bed available. 

Mr. Wuirrter. That is correct, the law has not been changed. 
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Incidentally, we have had some hearings for 2 or 3 weeks before 
congressional committee, and we just completed another week’s hearing 
on hospital beds before another committee of this Congress, 

Mr. Jonas. When you bring into activation 125,000 how many wil] 
that increase over the present? 

Dr. Mippieron. At the present time we have 123,240 beds as the 
total-rated capacity of all VA hospitals. We will overshoot our mark 
and have to reduce beds when these two 1,000-bed hospitals come into 
activation. 

Mr. Jonas. One at Palo Alto and one in Ohio? 

Dr. Mippieton. That is correct. 

Mr. Osrertac. You mean in other locations? 

Dr. Mippteton. That is right. We will have to reduce the number 
of beds elsewhere to come within the authorization of 125,000. 

Mr. Wurrtier. I should like to add one footnote in all of this, and 
that is that there seems to be some confusion when we discuss this, 
and it becomes essential to define operating beds, authorized beds, and 
also average daily patients, but I will not go into what the definitions 
are. 

This committee helped work this out because Congress and your 
committee were interested not alone in the number of beds we had in 
the system but the actual number of patients we took care of. 

You worked out the average daily patient load formula prior to 
my coming. Although there will be 125,000 beds the average daily 
patient load will be around 114,000 or 115,000, or somewhere below 
that. 

Dr. Mippietron. 111,600 for next year. 


PERSON NEL-PATIENT RATIOS 


Mr. Jonas. What is the ratio of employees to patients in general 
medical and surgical hospitals ? 

Dr. Mippieron. 1.32 in 1959 fiscal year. 

Mr. Jonas. One and a third employees per patient ? 

Dr. Mippieton. Yes, sir. 

Mr. Jonas. Is that higher or lower than in civilian hospitals? 

Dr. Mippteron. Much lower except for one hospital in North 
Carolina. 

COST OF PENDING PENSION LEGISLATION 


Mr. Jonas. Have you testified before the House committee yet on 
any of these World War I pension bills? 

Mr. Wuirrier. Not on pensions this year. 

Mr. Driver. Last year we testified on that. 

Mr. Jonas. What will that $100 a month cost ? 

Mr. Driver. $100 a month with no other income to age 60 or 62? 

Mr. Jonas. There are a dozen proposals. 

Mr. Driver. They pick out a piece of the problem. Some do not 
take care of widows and orphans. Some have age 60 and some age 
62. Some have a $3,000 income and others none. 

Mr. Jonas. What would a straight $100 a month pension for 
World War I veterans without restrictions or limitations cest ? 
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Mr. Driver. Including widows and children? It would double 
the cost of pensions resently, 

Mr. JONAS. Double the cost of pensions ? 

Mr. Driver. That is right. 

Mr. Wurrrier. And completely remove any need criteria. 

Mr. Osrerrac. If you received a $100 pension under this proposal 
would you be eligible for any other pension even though you might 
be eligible for it! 

Mr. Driver. No, sir; just one payment from the VA. 

Mr. Osrertac. So to a certain extent that would reduce the present 
benefit load or the total number eligible for the $100 pension plan. 

Mr. Driver. Taking into consideration the fact that those now on 
the rolls might go to the new one, it would still double the cost. 

Mr. Tuomas. Give Mr. Jonas a flat best guess figure at age 60 at 
$100 a month leaving out widows and orphans. 

Mr. Driver. Including present pensioners, World War II, and Ko- 
rea # 

Mr. Tuomas. Everyone from World War I at age 60. That does 
not take into account the widows and orphans. 

Mr. Driver. 2,200,000 veterans at $1,200 a year. That is the cost. 

Mr. Osrertac. If a veteran is now the recipient of non-service-con- 
nected pensions, could he receive both ? 

Mr. Driver. No, sir, that would be the full cost. 

Mr. Osrertac. Therefore, if he were eligible for the $100 and that 
was receiving benefits under the law today, then that would tend to 
reduce some of the load of the existing pension benefit, would it not? 

Mr. Driver. Right. You could subtract about $700 million from 
that. 

Mr. Jonas. The multiplication works out to nearly 3 billion 
less the $700 million you are talking about, about $2,300 million. 

Mr. Evins. Off the record. 

(Discussion held off the record. ) 

Mr. Botanp. Can you add the total cost this would mean until the 
last World War veteran was laid in his grave? Can you include all 
World War veterans without regard to age 60 and without reference 
tothe widows and orphans ¢ 

Mr. Driver. Let us look at World War I first. In 1960 there are 
about 2714 million veterans. 

In 1995 we will have 12,000 World War I veterans still with us. It 
will get down to a million and a half in 1970, 1 million in 1975, half 
a million in 1980, 230,000 in 1985, 1,000 alive in the year 2000, average 
age 102. 

Mr. Botanp. What would be the total cost then ? 

Mr. Driver. Total cost. of pensions under the present law to the 
year 2000 is about $120 billion. I would conservatively estimate you 
would at least double the World War I portion. 

Mr. Jonas. Are you prepared to dictate into the record right now 
the several different plans under which non-service-connected pensions 
areavailable for World War I veterans? 

You have already stated the rule with respect to age 65. If he is 
10 percent disabled is he automatically entitled to a pension? 

Mr. Driver. No, sir. 

Mr. Jonas. Almost _ ? 
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Mr. Wuirrtrer. No, sir. Under the present law, in order for a man 
to be eligible for a non-service-connected pension, he must have served 
90 days, at least one of which must have been in wartime. 

He must, if he is single, make, from all outside sources, no more 
than $1,400. 

If he is married or has one dependent he must make no more than 
$2,700. 

In addition to that, he must have some percentage of disability, and 
there is a correlation between the amount of disability and his age, 

If he has 100- percent disability you do not worry about age, but 
otherwise there isa correlation. 

This disability requirement gets reduced to 10 percent at age 65, 

Mr. Jonas. Before you go to 65 what is that pension before he gets 
to 65? 

Mr. Wuirrter. There are two types of pensions. One is about $800 
a year. 

Mr. Drrver. $66.15 a month for the first one and $78.75 a month 
which he gets when he is 65 or is on the rolls 10 years or more. If 
he requires the constant aid and attendance of another person, the 
rate is $135.45 a month. 

Mr. Wnirtrer. It is actually a flat-rate pension. When it goes up 
from the $66 to the next gradation this is based upon whether or 
not you have been continuously on the rolls for 10 years or whether 
you are over the age of 65, so the old-age factors are definitely built in. 

Under the new law, two requirements will remain exactly the same. 
One is the requirement. for 90 days service in wartime, and the law 

says he must be unemployable, permanently and totally disabled, and 
that means that he cannot work except half time or at half pay. 

The qualification for disability will remain exactly the same. We 
have not changed disability or length of time in service. One thing 
that will be changed now will be income limits. The $1,400 limit 
for single pensioners will go up to $1,800. The $2,700 for the mar- 
ried pensioner will go up to $3,000 income. 

Instead of being on a flat rate, everyone getting $66 except for the 
two exceptions, 65 and 10 years on the rolls, ‘the veteran will not get a 

varying amount depending on his outside annual income. There 
wili be three different gradations. They will run from the greatest 
amount for those who have the lowest annual income to a smaller 
amount for those who have the greater annual income. 

Mr. Jonas. In your table you always list compensation and pen- 
sions as one figure. For 1961 it is $3,840 million. 

Can you divide that between « -ompensation and pensions ? 

Mr. Wuirrier. Yes, sir. That is available on page 9-1. Com- 
pensation will run, estimated in 1961, to $2,066,288,000. 

Pension will run to $1,715,807,000. 

Compensation will now level off, ultimately start to decrease. Pen- 
sions have taken a big increase and will continue upward. 

Mr. Osrerraa. Returning to the question of income under the pen- 
sion plan, social security counts as income, does it not? 

Mr. Wuirrrer. Yes, fundamentally, except for one thing. The 
amount that you actually contribute out of your pay is not counted. 

This amounts to about the first 8 months. 
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We had recommended that the first 8 months be counted for a num- 
ber of reasons. 

There are many other problems involved. 

That was the one recommendation we made which Congress did 
not adopt in some part. 


WAITING LIST FOR NEUROPSYCHIATRIC CARE 


Mr. Ruopves. Mr. Chairman, I would like to ask the doctor about 
this neuropsychiatric situation. You have 13,000 on the waiting list ? 

Dr. Mipptetron. That is correct. 

Mr. Ruopes. I know in my State we have difficulty sometimes in 
getting the State facilities to take over NP cases among veterans. 
I imagine other States have about the same situation, although one 
of our difficulties is caused by the fact we have so many people come 
in for the winter because of the nice climate. What about this 
13,000 waiting list?) What is being done to cut it down? 

Dr. Mippteron. There are several things. In the first place, the 
waiting list is composed entirely of non-service-connected veterans 
to whom we have perhaps a moral, but not legal, obligation. 

Mr. Ruopes. Is it not pretty difficult to determine whether a NP 
isreally service connected or not ? 

Dr. Mipp.eron. It is a philosophic question. As a matter of fact, 
it is one which has been subjected to careful study, I can assure you. 

The efforts made to accommodate these patients are largely in- 
volved in the construction of new facilities, in the movement of = 
tients, who no longer require psychiatric care but who have medica 

roblems, out of the hospitals for the psychiatric patient intoG.M. & ‘ 
at ils, into facilities that have been cleared by the partial con- 
quest of TB and in the domiciliaries. 

With the increased accessibility of these disturbed patients under 
the tranquilizing drugs, we are exercising every effort to mobilize 
this population. It is done by employment within the station and by 
use of all the facilities available to us, such as occupational therapy, 
physical therapy, psychotherapy, and so forth. 

Then we have the trial-visit, the foster home, and importantly the 
latest development, the day care center. This is a device to resoc ialize 
the psychiatric patient so ‘that he will be better able to meet with his 
requirements in civil life. 

[ believe the upward trend of the turnover is the best. brief we have 
for the success of these combined efforts, and I can assure you it is 
not any single element here which is effective. 

Mr. Ruopes. How many patients did you discharge last. year as 
cured ¢ 

Mr. Wuirrter. While the doctor is looking for that, of the 13,000, 
9,000 of them are in State institutions. 

Mr. Ruopes. In State institutions ? 

Mr. Wuirtrer. Yes. 

Mr. Ruopes. Are the 13,000 waiting for beds or waiting for some 
sort of treatment such as this outpatient type of care ? 

Mr. Wuirrier. We can give outpatient care only to service-con- 


nected people, so they would have to be w aiting for institutionaliza- 
tion. 
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Dr. Mippteron. 36,000 psychiatric patients were discharged last 
year. Insofar as the question of the movement of these patients ig 
concerned might I add this: It is perfectly true that the State insti- 
tutions are rather loath to pick up veteran patients if there are 
Veterans’ Administration facilities. 

On the other hand, it is an increasing experience that the State 
institutions are turning over their psychiatric veterans to our hos. 
pitals for further treatment. 

Mr. Ruoprs. Do you have any figures as to how many patients 
break down after they have been disc harged from an NP facility as 
cured ¢ 

Dr. Mippteton. That is a difficult question. We are always con- 
cerned when new treatments come into play as to whether relapses 
will occur. There is a high rate of recidivism in mental illness so 
it would require a period of years to tell you how far we have come 
with tranquilizing drugs, for example. 

Mr. Ruopes. What would be the average time an individual would 
be on the average NP waiting list ‘ 

Dr. Mippteton. We have about 871 for less than 30 days, an equiva- 
lent number 30 to 59 days, 2,900 from 60 to 179 days, and 9,518 for 
180 days and over. 

In these latter two groups it is interesting to note that in the 60 
to 179 days, from 2 months to 6 months, almost an equal number are 
in hospitals, and in the 180 days about 1,800 of the 9,518 are not in 
hospitals. 

Mr. Ruopes. Other hospitals than VA ? 

Dr. Mipptrron. Yes, sir. 

Mr. Jonas. Would it be safe to say that these people on the wait- 
ing list within 6 months will be admitted ¢ 

Dr. Mippteton. In other hospitals than the VA, you mean ? 

Mr. Jonas. No, VA hospitals. 

Dr. Mippiteron. We have a waiting list of 9,500 who have bee 
there for over 180 days, over 6 months. 

Of that number, as I indicated, about 1,800 only are not in hos- 
pitals, 1,800 out of the 9,500. 

Mr. Ruoprs. Would you say, then, that the State governments 
are in many instances taking over and doing the job that perhaps 
the Federal Government ought to be doing for these NP patients? 

Mr, Wuirtter. If I may answer that, sir. The Federal Gov- 
ernment had never agreed to take care of all non-service-connected 
veterans except within the limits of the funds voted by Congress. 
There never has been any such policy enunciated, in recent years at 
least, that the Government would do that. 

There is now a policy saying that we willl do it up to the limit of 
125,000 authorized beds, and as pointed out, some 66 percent of 
those now in our hospitals are nonservice connected. 

Some States have constructed veterans’ hospitals. Massachusetts 
has two very fine ones, one at Chelsea and one at Holyoke. Cali- 
fornia has one. Some States have, and some have not. It has varied 
very much with the State. 


STATE HOMES 


In addition, Congressman Rhodes, the VA contributes to men who 
are now in State homes. We will pay under certain eligibility stand- 
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ards up to 50 percent of the cost to the State, not to exceed $700. So 
we support a number of patients who are now in State homes, there- 
fore there is a contribution on the part of the Federal Government 
as well. 

Mr. Tuomas. Weshall reconvene at 1:30. 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

When we finished a few minutes ago, Mr. Rhodes was conducting 
anexamination. I think he has a few more questions. 

Mr. Rhodes, proceed. 

Mr. Ruopes. Thank you, Mr. Chairman. 


MEDICAL RESEARCH 


Doctor, you have money in here for research. What kind of research 
do you do? 

r. Mippteron. Our research is of several orders, obviously. It 
is in the major sense responsive to the diagnostic composition of the 
veteran population in our hospitals. There is some basic research. I 
should say it is about 15 percent basic and 85 percent applied to the 
problems of the veteran patient. 

Mr. Ruopes. Is there any possibility, or have you investigated the 
possibility, that through NIH or one of the other existing Federal 
agencies you could get your basic research done for you with less 
outlay of expenditure by the Government ? 

Dr. Mipptetron. A very good question, sir. Actually there are 
coordinated efforts in several fields with the National Institutes of 
Health—for example, in the field of cancer and cancer therapy, hyper- 
tension, and some of the problems of the diseases of aging. So there 
isa very well studied cooperative effort among the governmental 
agencies. I do not think you could advantageously segment it further 
than we have. 

Mr. Ruones. In other words, you feel that your research is aimed at 
goals which no other research facility is now trying to reach ? 

Dr. Mippieton. Of course, we have the responsibility for this large 
veteran population, for 170 hospitals, 18 domiciliaries, and 97 clinics. 
As the problems are presented there, I believe we are in a peculiarly 
advantageous position to follow them through. 

We have the patient population, and many of the other govern- 
mental agencies have the basic responsibility for going into areas 
of more fundamental research. 

Mr. Ruopes. Of course, your large percentage of patients who are 
in because they are veterans, not because they are suffering from a 
service-connected disability, would seem to indicate that your problem 
regarding the veterans is, by and large, the same problem that any 
aging person might. have. I am wondering what. sort of research 
you do which is not now being done under the various programs to 
help the aging citizen. 

Dr. Mippieton. If the chairman will permit me to go back into 
alittle history for the benefit of the Congressman from Arizona, I 
would like to indicate that the coordinate or cooperative study of the 
chemotherapy of tuberculosis was the crowning star in our perform- 
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ance in research. In this area you may recall there were available 
certain chemical agents, streptomycin the first of these, then para- 
aminosalycylic acid, and isoniazid. With the cooperation of the 
Army, the Air Force, and the Veterans’ Administration, there wag 
derived an answer as to the availability of these agents and their 
efficacy long before it would have been possible by the ordinary ciyjl- 
ian channels. Thirty-eight of our hospitals are presently engaged jn 
the study of the chemotherapy of mental disorders, and the tran- 
quilizing drugs are being evaluated on that basis. The drugs which 
are used to treat hypertension are being so studied. So we have an 
unusual opportunity, with the controlled population of the veterans 
in our hospitals, to make studies which cannot be duplicated elsewhere 
in this country. 


AFFIDAVIT REQUIRED FOR HOSPITALIZATION 


Mr. Ruopes. Mr. Director, I have just one other question. What 
sort of affidavit is the veteran required to sign now before he can be 
admitted to a Veterans’ Administration hospital on a non-seryiee- 
connected disability or malady ? 

Mr. Monx. Congressman, he has to sign a statement that he is un- 
able to pay for the cost of hospitalization. 

Mr. Ruopes. It is not an affidavit ? 

Mr. Monk. It is an affidavit now. 

Mr. Ruopes. It is or is not? 

Mr. Monx. It is. 

Dr. Mippteton. It is. The individual lists his assets. He is then 
informed of the cost of that particular episode of illness. Then he 
is asked the question whether he can stand that particular expense, 
If he signs this affidavit saying that he is unable to expend that 
money, then if there is an available bed we must acce pt him. 

Mr. Jonas. 's the affidavit acknowledged before an officer, or is it 
simply a cactiiicate $ 

Dr. Mippteron. He swears to it. 

Mr. Jonas. He does not. have to notarize it. He does not go before 
an officer and take an oath. 

(Off the record.) 

Mr. Monk. Congressman, the exact. quotation from the law is— 
for the purposes of this section— 
which says that the veteran shall make a statement 
The statement under oath of an applicant on such form as may be prescribed by 
the Administrator shall be accepted as sufficient evidence of inability to defray 
necessary expense. 

That. is section 622 of title 38 of the United States Code. 

Mr. Ruopes. Has there ever been any attempt. to define the word 
“unable” or “inability”? Since you cannot go behind his statement 
anyway, I alias it might be a little fruitless, but. suppose you tell a 
man his sickness is likely to cost him $1,000 and he has $10,000 but 
it is all in stocks and the market does not look very good, and he does 
not want to sell any of it, and he says, “I am unable to pay.” Is that 
suitable ? 

Mr. Wuirrrer. Yes, Congressman. We have made a number of 
efforts. I have some compilations. This happens to be a VFW 
report. 
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Since 1954, 1,801 applications have been referred to the General Counsel of 
VA because local hospital managers were of the opinion that the veteran appli- 
cants could pay for necessary care notwithstanding individual certification to 
the contrary. The General Counsel has referred 102 cases to the Department of 
Justice for action. The VA has instituted several policies and procedures de- 
signed to curtail abuses. 


Mr. Rrioprs. Then you actually do attempt to recover on some cases 
where the affidavit has been signed but you have reason to believe the 
patient was able to pay. 

Mr. Wurrrier. The General Accounting Office made a survey in 
which they found some cases of abuse, although by no means general 
abuse. Since that time we have made a substantial effort. In view of 
some figures we have, I believe there is no serious abuse at the moment. 
We are concerned and have been discussing, not only with the com- 
mittees of Congress but with the veterans’ organizations and inter- 
nally, some possible method to eliminate any abuses. if such exist. 
There was a court case which we lost, which disturbed us, involving 
one of the issues we are here discussing. 

Mr. Ruopes. Then actually, as far as the General Accounting Office 
is concerned, you do have the authority to go behind the certificate 
or the affidavit to determine whether the veteran was in fact able to 
pay when he signed the certificate saying he was not able to pay? 

Mr. Monx. I believe the answer to that question is “No,” Congress- 
man, we do not have that authority. All we can do is to refer the 
matter to the Department of Justice for prosecution if the Depart- 
ment of Justice wishes to prosecute. But there is nothing we can do 
as the Veterans Administration to deny the man hospitalization if 
he signs the affidavit and is indeed in need of hospital care. 

Mr. Riiopes. You are making a differentiation between denying 
him the hospitalization and making him pay later. You can go be- 
hind the affidavit to make him pay later if it appears that he was able to 
pay, but you cannot deny him the hospitalization if he signs an afhi- 
davit saying that he cannot pay. 

Mr. Monk. That is right. But to make him pay, we go through the 
avenue of the Justice Department. 

Mr. Ruopes. I know. You cannot get to court on a case like that 
unless the man has made a false statement. 

Mr. Monk. That is correct. 

Mr. Ruopres. You would have to prove that as part of your case. 
You really do have to go behind it for that. purpose. 

Dr. Mippteron. Intent to defraud. 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Tuomas. Did the Justice Department ever take any action in 
any of those 150 cases transmitted to them ? 

Mr. Yates. Do you know the answer / 

Mr. Ruopes. No. 

Mr. Monk. They have taken some actions. We have one conviction. 
There has been one case which was lost. 

Mr. Faste. The latest appellate case is the case of the United States 
v. James Howard Borth in the U.S. Circuit Court of Appeals for the 
Tenth Circuit. It was held there that prosecution under the False 
Claims Act would not lie. That is the most recent. case in point. 

Mr. Tomas. There was a bar to prosecution by virtue of the word- 
ing of the act itself. 
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Mr. Ruopes. That is all. 
Mr. Tuomas. Gentlemen, I think Mr. Yates has some questions, 


UTILIZATION OF MEDICAL RESEARCH FUNDS 


Mr. Yates. May I ask a question about the research program? Tel] 
me whether the rumor I hear is true, that the Bureau of the Budget 
has frozen some of the funds that Congress voted for it, or are you 
spending all the money the Congress vot ed? 

Mr. Wurrrier. We are spending all of the money. I mentioned 
that in my introductory statement this morning. I guess you were 
not here at that time, "Mr. Congressman. Every year the VA has 
recommended more than the prev ious year, and Congress has always 
added to that, usually on the Senate side. I pointed out this morning 
that this year we were recommending $15,400,000. Last year Con- 
gress gave us, I think, some $17 million. W hat I said was that by 
realinement of our operating plans for the 2-year period 1960-61, we 
will continue our most. important research projects without reducing 
any of the professional staff we will bring onto our rolls this year. 

Mr. Yates. May I interrupt you there? 

Mr. Wurrtier. Yes, sir. 

Mr. Yares. You say without reducing 

Mr. Wuirrier. Without reducing any staff. 

Mr. Yares. All right. Have you employed up to the amount of 
the appropriation for this purpose ? 

Mr. Wuirtier. We will use the full appropriation. We will ae- 
complish this by devoting a higher than normal proportion of this 
years funds to the purchase of ne essary supplies and equipment, 
and a continuation of the 1960 year-end employment throughout 1961, 

Mr. Tuomas. May I interrupt. They have exceeded the amount, 
because they have a million and a half in there for animal house con- 
struction which ought to be charged to research, Mr. Yates. 

Mr. Wuirtrer. Actually, if you were to break out exactly every 
item, and if you could define it, which is spent for research, there is 
more than appears in the appropriation for research. 

Mr. Tuomas. That is an understatement. 

Mr. Monk. In other words, Congressman, we are employing at a 
$15 million plus level, but we do plan to spend the entire $17 million 
this year, and there is no freeze on It. 

Mr. Yares. There is no freeze on it ? 

Mr. Wurrrrer. There is no freeze. 

The problem which concerns you I think comes about because we 
were at the $17 million figure, and then the Bureau said $15 million, 
and administratively we have to adjust to have a smooth operation. 
We do not want to hire and fire, and so forth. 

Mr. Yarrs. The Bureau cut you back to $15 million this year? 

Mr. Wurrrter. In the budget that we sent to Congress, we are rec- 
ommending $15,400,000. 





BUDGET BUREAU ACTION FOR MEDICAL RESEARCH 


Mr. Yates. How much did you ask the Bureau for? 
Mr. Wuirrier. I think we asked the Bureau for $17,344,000. Am 
I correct ? 
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Dr. Mippteton. Yes, sir. It was $17,344,000. 

Mr. Wuirrter. We asked the Bureau for exactly the same amount 
that C eens had voted last year. 

Mr. Yates. Will the reduction by the Bureau cripple you in any 
respect ? 

Mr. Wurrtier. It will not cripple us. All of the major projects in 
which we are engaged will continue. It makes an administrative 
problem | though. 

Mr. Yaves. Do I understand from this that you are not able to 
carry out your research program as you would have wanted to carry 
itout ¢ 

Mr. Wuirrier. Congressman, I do not know but, what I would 
rather have the doctor speak to this, but the problem is that Con- 
gress keeps voting more than the long-range program we had set out, 
which means constant adjustment. 

Mr. Yates. When you say “we,” do you mean you or the Bureau 
of the Budget ? 

Mr. Wuirrier. Iam talking about the VA. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Yates. Yes. 

Mr. Ruopes. Did I understand you to say, Mr. Whittier, that you 
have been able to spend all of the funds which the Congress appro- 
priated for medical research last year ? 

Mr. Wuirrier. We shall spend all of the funds. 

Mr. Ruopes. They will all have been obligated and spent by the 
end of this fiscal year? 

Mr. Wuirrter. That is correct, sir. 

Mr. Yares. But, as I understand what you said, you will not employ 
as many people as you originally contemplated, but will employ up 
to $15 million for the purpose of personnel and $2 million of that $17 
million will be used for research facilities ? 

Mr. Monk. Extra equipment and supplies. 

Mr. Wurrtier. I think wot came out of a discussion before the 
Senate subcommittee last year. The Senate added to what VA had 
requested. When you exp: oy a research program, it takes more than 
just these sums. There is some construction which must go with it. 
So, in order to try to keep one part of the program abreast of the 
other, they added research funds in construction for essential animal 
housing. 

Mr. Yares. I see. Are you using any of your research programs 
for construction projects which should come under another part of 
your budget ? 

Mr. Wuirtter. I do not believe so. 

Mr. Monk. No, sir. We have special projects with money which 
the Congress appropriated for research purposes. 

Mr. Jonas. Will the gentleman yield ¢ 

Mr. Yares. I yield. 

Mr. Jonas. Do you have any National Science Foundation fellow- 
ship holders working on research projects in the VA hospitals? 

Dr. Mippteron. Not National Science er ation, sir. Certain 


of our staff do have some subsidy from the National Institutes of 
Health. 
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SURVEY OF MEDICAL RESEARCH CONDUCTED BY FEDERAL GOVERNMENT 


Mr. Wuirtrer. I think I should point out that this whole ques- 
tion of Government research is one which has been raising a great 
deal of discussion in a number of places. I believe the Senate, re- 
cently appointed a committee of some rather distinguished doctors 
and scientists to examine this question. We in VA are asking some 
serious questions of our own program. We have a committee from 
the National Academy of Sciences and others who are now looking at 
our own program in an attempt to evaluate it as well. 

Mr. Yates. Have you a long-range program? Is this what they 
are to evaluate ? ; 

Dr. Mippteton. They are, sir. 

Mr. Yates. When are they to report ? 

Dr. Mippiteron. They are to report finally the 1st of June. They 
will have a preliminary report in within the next month. } 

Mr. Yares. Within the next month. 

Dr. Mippteton. Yes. 

Mr. Wuirttrer. This says, which is not a VA report: 

The Senate recently established an advisory committee of eminently qualified 
private citizens, most of whom are prominent physicians or surgeons with 
medical research training, to survey the entire structure of medical research in 
which the Federal Government is involved by direct participation or indirect 
participation. 

Mr. Yares. That will be one part of the total investigation / 

Mr. Wuirtier. No, but I assume they will consider VA. We have 


our own investigation going on. 


EXCERPTS FROM MEDICAL DIGEST ON NON-SERVICE-CONNECTED DISABILITY 
PATIENTS 


Mr. Yarrs. May I make one inquiry with respect to the article 
which I sent to Dr. Middleton, which appeared in the Current Medi- 
cal Digest of October 1959, which made certain assertions about the 
VA hospitals. I can put the whole article into the record later, but 
T read from page 76 of the article where it says: 

When this program was undertaken, the medical schools naturally felt that 
their part in the program was to assist in taking care of veterans with service- 
connected disabilities, but that is not the way it turned out. The affiliation of 
the medical schools with VA hospitals has resulted in tremendous expansion by 
the latter. The medical schools have been unwitting partners in the process. 

Now more than 85 percent of the patients in VA hospitals have non-service- 
connected disabilities. 

Is that a true statement ? 

Mr. Wurrrter. That is not a true statement. 

Mr. Tuomas. It is 66 percent. 

Mr. Wurrrter. That is correct. 

Mr. Yates. The letter I received from Dr. Middleton indicates that 
it was 56.3 percent on January 11, 1960, that is, who were veterans re- 
ceiving care for non-service-connected disabilities. 

Mr. Wurrtter. I think there is another category in there. As long 
as I have not seen the Doctor’s letter, perhaps he had better explain 
the difference there. 

Mr. Monk. I think we were talking about average patient days in 
the hospital in the percentage which we gave this morning. If you are 
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talking here, Congressman, about patients, individuals, I think the 
percentage is differ ent. 

Mr. Yates. Go ahead, Doctor. 

Dr. Mippirron. This. morning I gave figures in the hospital on a 
given day; 34.1 percent were service “connected, 8.6 percent were serv- 
ice-connected being treated for other than service-connected disabili- 
ties, and then the remainder were non-service-connected. 

Mr. Yates. That would be approximately 56 percent. Then you do 
take care of 56-percent-plus patients for non-service-connected dis- 
abiliti 1es ? 

Dr. Mippteton. Actually, you see, that is 42 percent service con- 
nected or service connected with non-service-connected disabilities. 
It is therefore 58 percent with non-service-connected complaint. 

Mr. Yares. Fifty-eight percent ? 

Dr. Mippieron. F ifty -eight percent. 

Mr. Yares. Allright. T ‘he article has this to say, too, on page 78: 

Veterans with non-service-connected disabilities have been known to drive up 
to veterans hospitals for admission in their own Cadillac cars. 

Do you know of any such examples / 

Dr. Mippteron. No, sir, I am not acquainted with examples of that 
type. I imagine that Dr. Koontz must have some definite information 
on this subject, because this sounds very much like his general ap- 
proach. 

Mr. Yates. Has he ever turned over to you this kind of informa- 
tion so you could investigate it ? 

Dr. Mippteron. He has not. He is a very good friend of mine, but 
he does not turn this sort of information over to me. 

Mr. Yates. What does he talk about when he talks to you, if he is 
a good friend of yours 4 

Dr. Mippitrron. About professional matters. 

Mr. Ruoves. Under the state of the law, Doctor, even if he did 
turn it over to you, what could you do about it? 

Dr. Mippitrron. You could do nothing if the veteran signed the 
affidavit. We could then enter some protest and go through the for- 
mula that the Administrator has just outlined. 

Mr. Yarrs. I do not understand why you could not do something 
about it. 

Mr. Tuomas. We ran into that this morning. 

Mr. Yates. Is there no action fer perjury / 

Mr. Tuomas. The courts have held that you cannot go behind his 
statement. The act indicates that, and the courts have so held. If he 
is worth a million dollars but he says, “I am not worth a quarter,” 
that: is it. 

Mr. Yares. He continues: 

Others have been known to enter with several thousand dollars in their pockets. 

Do you know of any such instances ? 

Dr. Mippteron. No, sir. 

Mr. Yares. If Dr. Koontz is a good friend of yours, would it not 
be a good idea to check with him about some of these statements? 

Dr. Mipptrron. T am perfectly willing to receive him at any time 
he comes to the office, sir. 

Mr. Yarrs. Do you not think you should call him on this? 
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Dr. Mippteron. Oh, he has been called in more ways than one, gir, 

Mr. Yarrs. The reason I think this is important is because I got 
this article from a constituent of mine who isa doctor, who reads this 
magazine. 

Mr. Evins. Tell the committee what magazine that appeared in, 


MORALE OF DOCTORS IN VA HOSPITALS 


Mr. Yarrs. Yes. The Current Medical Digest for October 1959, 
It was addressed to me with a note: “I thought this might be of some 
interest to you.” He is the one who underlines various parts here 
that I am asking you questions about. Here is another one, for 
instance: 

These things are so palpably wrong as to be revolting to any citizen with a 
sense of decency and fair play. The unsavory condition (at the hospitals) has 
been partly responsible for a large percentage of the original consultants, among 
whom were many outstanding medical figures, either resigning outright or 
becoming inactive in their VA consulting. Many of the original chiefs of seryice 
have left the VA hospitals because they were frustrated by the inept policies 
and practices of the Veterans’ Administration. 

Do you know whether that statement is true ¢ 

Dr. Mippieron. Untrue; totally untrue. 

Mr. Yates. You still have not checked with Dr. Koontz as to where 
he got this ¢ 

Dr. Mippieron. I am sorry. Dr. Amos Koontz is a crusader at 
heart. Unfortunately many of his figures are inaccurate. Our ree- 
ords are accessible to any responsible citizen. We will not engage 
in a fruitless public debate. 

Mr. Yates. I see. Well, I think it unfortunate that doctors are 
receiving information of this type if in fact it is untrue, and that is 
the reason I am bringing it up at this hearing, in order that the record 
may be set straight. Would it serve any useful purpose to try to get 
Dr. Koontz to testify on these things ? 

Dr. Mippietron. I think you would get exactly what you have from 
this source, and highly inaccurate. 

Mr. Yares. Would he have any basis for substantiation of this! 
He has never sought to verify any of these statements with the VA! 

Dr. Mipp.eron. No, sir. 

Mr. Evins. Does he indicate there the source of his information! 

Mr. Yates. No, he does not. He just makes these statements. They 
go out to the doctors. I suppose if there is anything that the medical 
profession dislikes today, it is Government medicine; is that not right! 

Dr. Mippteton. I would not be able to know, sir. I have been in 
the public service ever since I was 21. 


POSITION OF AMERICAN MEDICAL ASSOCIATION ON NON-SERVICE-CON NECTED 
PATIENT CARE 


Mr. Wuirtier. I think the formal position of the American Medical 
Association is in opposition to all treatment for veterans with non- 
service-connected disabilities by the Federal Government. 

Mr. Yares. I think that is true. They have taken this position on 
a formal basis. 
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Mr. Wurrtier. I think the Rhode Island section of the American 
Medical Association recommended recently the closing of the Provi- 
dence V A hospital. 

Mr. Yates. Dr. Koontz makes the same point. He says even for 
service-connected disabilities they could be treated in the service hos- 
pitals or in public health hospitals or preferably at home on a home- 
town care basis. Would this be possible or feasible? Could you take 
care of your service-connected patient load in existing hospitals that 

were not VA hospitals? 

Dr. Mippteron. No. You can categorically make that statement, 
Mr. Congressman, because the first group of patients with whom you 
would be confronted would be the neuropsychiatri ic patients. There 
are 56,000 neuropsychiatric patients. Turn them out of our hospitals, 
and where would they be taken care of ? 

Mr. Yates. Dr. Koontz apparently thinks they can be taken care of 
in the service hospitals or the public health hospitals. 

Dr. Mippteton. 56,000 patients with mental illness. 

Mr. Yates. He makes this point. His concluding sentence is this: 

This would save us lote of money and it is high time that we were forcing 
our legislators to cut down on their extravagant spending. 

Of course, we would like to cut out spending if we can, but you do 
not think it possible to refer all the patients from the VA hospitals 
tothe other medical facilities in their home communities? 

Dr. Mippteron. I do not, sir. 

Mr. Wuirrier. Congressman, I would like to examine for one 
minute a facet of this. I think even the American Medical Associa- 
tion and all Americans are agreed that the Federal Government 
should take care of service-connected veterans. If we examine the 
non-service-connected only from the standpoint that he points out, 
and that is saving money, may I suggest that the first group with 
which we would be concerned would be the mental patients. If the 
Federal Government turned all its mental patients over, the cost 
would stil] have to be underwritten by some taxpayer. In my State 
of Massachusetts, the mental] patient is taken care of by the State, 
except for a very few who are wealthy. I think we have some 32,000 

ple in the mental institutions of Massachusetts. Mental illness 
is usually of such long duration that it destroys all income, and it is 
dificult for a family to carry such a load. So you have, first, this 
tremendous number of mental patients. 

If you then move to tuberculosis, this is similar in its long dura- 
tien, although we have shortened the time. It has been the tradition 
in America for the State or, as in my State, the county to under- 
write the cost for the TB patient. I am sure it is true in Illinois, 

That gets us next to the general medical and surgical group, and 
you can immediately divide these into the short-term individual who 
comes in for an appendectomy or something of that sort; and into the 
chronic, the arthritic, the other type of long- term patient that we have 
who would be, from the standpoint of duration and destruction of 
family income and resources, in exactly the same condition as the NP 
and the tubercular patient. 

The problem is, What layer or what level of government should 
underwrite this? The great proportion of this, even if the Federal 
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Government were not underwriting it, would have to be taken care of 
by the taxpayers at some level. 

Mr. Tuomas. I think we are not answering the criticism of the 
learned doctor there, who got most of his facts mixed up. What he 
is saying is that you could use the existing facilities in the States 
with the Federal Government paying the cost for those facilities, do 
away W ith your veterans institutions, save money, and give as good 
medical treatment and care. 

Going back to your statement, the facilities are not im existence 
to take care of the present veteran load of mental patients. I can- 
not see any reason in the world why a good hospital in “X” town 
cannot take care of a patient as well as a veterans’ hospital when the 
Federal Government pays the bill. Of course, he wants to go one 
step further and say the Federal Government should cut out paying 
the bill for the service-connected cases. That ought to apply to the 
TB case just as well. 

There is just.one answer to it. The American public listens to 
the voice of the veterans when the veterans say, “We don’t want 
an Army hospital, we want our own—period.” The doctor has a 
point there. You cannot sweep it under the rug. We have these 
hospitals because the veterans wanted them. They did not want to 
vo to priv: ate hospitals. They did not want to go to a military hos- 
pital. “They wanted to go to “our own hospital.” I repeat, the facil- 
ities are not available for the NP cases now in existence. So there 
is no such thing as adequate facilities, regardless of who pays the 
bill. 


LACK OF ADEQUATE NON-FEDERAL NP BEDS 


Mr. Wuirrier. Even if you moved them out, there is no adequacy 
of facilities. 

If I may I will speak of the one State with which I am most 
familiar. When I was Lieutenant Governor of Massachusetts, we 
had a very distinguished study made of our facilities. The report 
was that it would cost $150 million to take care of those additional 
persons who might go to our mental institutions, and that would only 
put up the walls. It would not provide for stafling at all. Every 
Governor of my State, of whatever party, has poured millions and 
millions into every annual budget trying to keep up with the increased 
demands in this area. I think New York State has done some won- 
derful things in this area, and they are just now getting to the point 
where they hope to overcome the great load which is pressing upon 
them. 

Dr. Mippteron. Mr. Chairman, figures which are given to me are 
that the non-Federal NP beds at the present time number 646,000, 
with 604,000 patients, or a 94 percent occupancy. Put 60,000 veterans 
in there, and you would have well over 100 percent occupancy. 

In Massachusetts, there are NP beds, 29,780, with 27,113 patients, 
which is too high an occupancy. 

Mr. Wuirtier. I have walked through State hospitals and seen beds 
crowded so closely together that the patients had to go over the end 
of the bed in order to get out. There was no space between beds. I 
have seen beds in corridors of hospitals. 

Mr. Yares. Is this in Massachusetts / 

Mr. Wuirtier. This is in Massachusetts. 
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INCOME OF NON-SERVICE-CONNECTED CASES 


Dr. Mivpixron. Mr. Chairman, one point has been raised here by 
the Congressman from Illinois, and I think it extremely important. 
That is ( the income of these individuals who are applying for admis- 
sion under the non-service connected ruling. We have had at least five 
different surveys. One was on the 22d of January 1958, the one with 
which I am most familiar. There is one more 1 recently, July 13, 1959. 
In the January 22, 1958, report it is interesting that there were 995 
non-service-connected veterans admitted to all of our hospitals on that 
one date: 50 percent of those individuals had less than $2,000 income ; 
75 percent, had less than $5,000 income. Only 5 of the 995 had incomes 
of over $7,000. That income was for patients who had cancer, cir- 
rhosis of the liver, peptic ulcer, mental condition, and arthritis— -all 
conditions that are long term and cat: istrophic so far as their impact 
on income is concerned. 

Of that group, 82 percent had no type of surance. Something 
over 17 percent oe ad insurance. 

So it is really a very small group and a very low-income group 
with which we are dealing. 

Mr. THomas. We are really going into too much detail right here, 
because that information ought to be put in inpatient care. 

Mr. Wuirrtrer. I would like to point out for the record that Massa- 
chusetts, for all its problems, has one of the finest programs of mental 
health in the Nation. 

Mr. Yares. I think that is true. When I asked you the question 
whether the condition you spoke about prevailed in Massachusetts, 
it was not intended that the condition that your answer revealed was 
not applicable to other States as well, and possibly conditions in other 
States may be even worse. 


CARE PROVIDED AT VA HOSPITALS 


I have one further question pertaining to the subject. I have often 
heard doctors state that too much care was provided at Veterans’ 
Administration hospitals; that they do not approve of the types of 
medical practices and the treatment that your hospitals provide. 

Dr. Mippteton. Thanks for the compliment, sir. 

Mr. Yates. I was just going to say I was under the impression that 
there was some deans committee or doctors committee that super- 
vises the operation of your hospitals. Am I wrong or right in that? 

Dr. Mippteron. In 95 of our hospitals there are deans committees 
from 72 medical schools. So the operation of those hospitals, insofar 
as the professional, scientific, and educational aspects are concerned, is 
under direct supervision of these deans committees. 

Mr. Yates. Have you heard the same criticism ? 

Dr. Mippteron. I would not hear it, sir. 

Mr. Yares. Had you heard the criticism from doctors ? 

Dr. Mippeton. I say, I am sorry, I would not hear it. * They would 
not dare to. 

Mr. Yares. You would not hear it? 

Dr. Minptetron. I would not hear it because they would not dare 
tomake that charge to me. 
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RELATIONSHIP OF VA WITH AMA 


Mr. Wurrrrer. Congressman, I think as we discuss this, it tends 
to leave a little bit the wrong impression. It is quite true that the 
American Medical Association disagrees with some aspects of this 
program. The chairman suggested earlier that there was a good 
relationship between the people in VA and the people in AMA, JT 
think that is true. There is a great impact, one upon the other. The 
Veterans’ Administration—and, Doctor, will you correct me if T am 
wrong—now helps to train one- ‘third of the new physicians in Amer- 
ica. Am I right ? 

Dr. Mippteron. I am sorry, it is 11 percent of the residents are 
trained in our hospitals, but over half of the clinical clerks, that is to 
say, the third and fourth year students, have some part of their train- 
ing with us. 

Mr. Yates. What about interns? 

Dr. Mippteton. We have only 86 in the entire system. 

Mr. Wurrtter. In addition to that, I think many of the doctors 
in the VA system are membersof AMA. Am I correct? 

Dr. Mippreton. It is the minority in full membership, sir. 

Mr. Yates. The minority who are members ? 

Dr. Mippteton. Who are members, that is right. We have the 
highest membership of all of the Federal agencies, and that is some- 
thing like 18 percent, who are full members of the AMA. Obviously 
this is a low figure—28 percent hold membership in constituent 
county medical societies ; practically all of the remainder have service 
membership 

Mr. Yates. Is there a reason for that ? 

Dr. Mippteton. I think it is because they are a moving population, 
in the first place. In the second place, many of them are not eligible 
for full membership because they are not practicing, do not have 
offices in the community, and you will find that there are certain States 
which do not admit to State membership when there is not active and 
full practice in the community. Then for others there are racial 
limitations. 


MEDICAL SCHOOLS AFFILIATED WITH VA HOSPITALS 


Mr. Warrrier. What percentage of the medical schools in America 
are affiliated with VA hospitals? 

Dr. Mippietron. There are 75 out of 86. 

Mr. Wuirtirr. Seventy-five of the eighty-six medical schools are 
affiliated with VA hospitals. Do all of those have deans’ committees! 

Dr. Mippieton. All of those have deans’ committees and, in addi- 
tion, we have some medical advisory committees in towns like Colum- 
bia, S.C. 

Mr. Jonas. May I inquire right here ? 

Mr. Tuomas. Go ahead, Mr. Jonas. 

Mr. Jonas. Am I correct in my understanding that all but 11 medi- 
eal schools in the United States are affiliated with VA hospitals? 

Dr. Mippteton. That is correct. 

Mr. Jonas. Would it be possible that two of those are in North 
Carolina? 


of 





— to 


h 


351 


Dr. Mippteton. Two of them. 

Mr. Jonas. Wake Forest and the university ? 

Dr. Mippteton. The university has no affiliation. Durham has. 
Wake Forest has a relationship. Two of them are in North Carolina, 
you are correct. 

" Mr. Jonas. Two out of the eleven. 

Dr. Mippteron. They have some relationship at Bowman Gray 
with the Salisbury Veterans’ Administration hospital. I have just 
confirmed that it is a dean’s committee. So that you have two rather 
than one of your three medical schools active in this program. 

Mr. Jonas. To have an affiliation, you must have the hospital at 
the same location as the medical school ¢ 

Dr. MippLetron. In general, that is true, sir. 

Mr. Jonas. If medical schools exist which are not in close proxim- 
ity to hospitals, there is no basis for a relationship. Is that right? 

‘Dr. Mippteton. That is correct. 

Mr. Wuirtier. Is it not true that we have an advisory committee 
of doctors made up of the top doctors in America ? 

Dr. Mippteron. The Special Medical Advisory Group. The dean 
of the University of North Carolina Medical School is on our Ad- 
visory Committee on Research. 

Mr. Yates. Are these members of the AMA ? 

Dr. MippLeron. Members of the AMA. 

Mr. Yates. Your special committee ? 

Dr. Mipp.eron. Yes, sir. 

Mr. Yates. All of them are? 

Dr. Mippieron. Yes, sir. 

Mr. Tuomas. Gentlemen, I think this has been a very helpful dis- 
cussion and will enable us now to proceed quite rapidly with the 
budget. Again let me repeat, I think the tables are perfect. They 
require hours and hours of detailed work and study, but they are 
certainly worth it. 


COMPARATIVE SUMMARY OF APPROPRIATIONS AND BUDGET ESTIMATES 
1959-61 


Mr. Reporter, we shall put the overall cover table on page 2-1 in 
the record. 
(The page referred to follows:) 


53225—60—pt. 2——_23 
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Mr. Tuomas. This covers 1959, 1960, and 1961, and shows the 
change. You have general operating expense, medical administra- 
tion, inpatient care, outpatient care, maintenance and operation of 
supply depots, compensation and pensions, readjustment, benefits, in- 
surance, grants to the Philippines, construction of hospitals, and sol- 
diers’ and sailors’ civil relief. 

The table here is worth looking over. The total appropriations for 
1959 was $5,070,704,000; for 1960 it is $5,158,794,000; and for 1961 it 

oes up to $5,397,291,000. That is an increase of $238,497,000 over 
1960. 

Your medical administration, for instance, for 1959 was $26,726,300. 
Then for fiscal year 1960 the table does not give that figure. 

Dr. Mippteron. No,sir. It isa revised estimate. 

Mr. Tuomas. It gives a revised estimate. Then it shows a decrease 
to $28,469,000 for 1961. 

Mr. Monk. There was no change in the original appropriated figure 
in that appropriation for 1960. So the $29,349,000 is the 1960 figure. 
There was no supplement: al on that item. 

Mr. Tuomas. That isthe original figure, $29,349,000. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. That shows a decrease of $880,000 this year 

Dr. Mippteron. Yes, sir. 

Mr. THomas. Inpatient care goes up from $769,318,000 in 1959 to 
$801,079,000 in 1960, and then to $817,021,000 in 1961. You figure 
here that it is a $15,942,000 increase over 1960. I have on the side that 
itis$25 million. You did not include your deficiency. 

Mr. Baker. The $9 million is in the $801,079,000 figure, Mr. 
Chairman. 

EXTENT OF EMPHASIS ON ADMINISTRATION 


Mr. Tuomas. General administration, $164,680,000 for 1959. You 
have a deficiency this year for $2,200,000, which will bring it for 1960 
up to S165, 573.000, and this year you want $153.500,000, which is a 
decrease. You make a further reduction of $554,000. Is that included 
in the minus $12,073,000 ? 

Mr. Monk. Yes,sir. That figure has been adjusted. 

Mr. Tomas. It appears to me, gentlemen, that your general oper- 
ating expense is a little topheavy “still. You have too many layers 
on layers. 

To explain to you what I mean, for instance, in the Department of 
Veterans’ Benefits you have a general operating expense of $116,- 
001,000. Of course, that includes your tremendous field organization. 
As well as I remember, about $5 million of that goes right here i in your 
top layer in the District of Columbia. To be exact, for this year it is 
$5,653,166, an increase of $21,554 for the District of Columbia. 

Then we go over to medical administration, and you show a larger 
increase, not in inpatient or outpatient care, but in medical admin- 
istration. I can put my finger on it for you right quick. 

Mr. Wurrtter. I think I understand that. sir. 


AREA MEDICAL, OFFICERS 


Mr. Tuomas. How do you explain it? We are just topheavy with 
dministration. Your biggest activity, of course, is in the field. 
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Excusing now the 170 hospitals with your 120,489 beds—not, Doctor, 
as your “justification says, 121,500, but 120 489—then you have to 
some degree a duplicate setup for administration in each one of those 
installations. Certainly, knowing something about life as we do, 
if you have an installation out here in X city or town, you must 
have somebody to run it. You cannot run it entirely from up here, 
It gets back to one thing, that the central office is keeping too tight a 
string. 

Certainly I think the American Medical Association has a point 
there in the complete domination of each one of your medical installa- 
tions by the central office. Yet you are going to setup now 7 or 8 
more area offices, and they will take over, you say, lock, stock, and 
barrel, almost. the functions of the central office. But I notice the 
area office appropriation goes up, and so does the central office, too, 
So what are they going to take over? What good are they going to do! 

Mr. Wuirtier. Mr. Chairman, if 1 may—— 

Mr. Tuomas. I am pinpointing my shots now. You do likewise. 

Mr. Wuirttier. There are 3 basic layers i in the Medical Department. 
There is central office, there are the area oflices, and there are 170—— 

Mr. Tuomas. You are increasing your area offices. 

Mr. Wuirrter. We are increasing our area offices. 

Mr. Tuomas. Show me, when you increase your area offices, where 
you are going to take it off your central office. How are you going 
to run a ‘hospital from W ashington or the central office? If your 
local manager does not have enough sense to run the hospital, if he 
does not know more about it then the person sitting in Washington, 
you ought to get rid of him and get somebody who does. 

Mr. Wurrrier. We operate under a policy of ‘decentralization. 

Mr. Tuomas. That is what you say in words, but in truth and in 
fact, as I wrote on the budget last night a dozen times, you are 
strengthening the hand of the central office at the expense of the local 
installations. 

Mr. Wuirtter. We are strengthening the area office. At the pres- 
ent time 170 hospitals report directly to central office. Booz, Allen 
& Hamilton, in a report for which the Government spent a great deal 
of money, recommended 

Mr. Tuomas. I notice you spent a little money on your construc- 
tion program, and you spent some money 8 years ago doing the same 
program, and they came up with the same program as you have, your 
modernization. 

How much have you spent for this study on your construction pro- 
gram ? 

Mr. Wuirtrer. I do not know. The study I am talking about cost 
$605,000 during the Truman administration. At any rate, the recom- 
mendations I thought were sound. The area offices, with about 25 
people—and I think there are 7 area offices —— 

Dr. Mippieron. Seven area offices. 

Mr. Wuirtier (continuing). Were left with only inspection fune- 
tions, and the 170 hospitals reported directly to the central office. 
Brilliant as Dr. Middleton is, no man can quite encompass 170 offices. 

Mr. Tuomas. He does not have all that to do. How many people 
does he have here, 1,500 or 1,700? 

Dr. Mippteron. No; the present employment in the central office is 


571. 
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Mr. Wuirtier. The span of control is extraordinarily difficult. It 
would be exactly the same as if Mr. Rayburn had to run the House 
with every Member reporting directly to him without the framework 
of committees. There has to be an intermediate layer. 

Mr. Tuomas. I never could understand how a man in an area office 
in St. Louis or Chicago or New York is going to tell the hospital 
manager out on the firing line, whose day-to- day job is to run his 
hospital, who knows his doctors and nurses and walks all over the 
place and sees that ev erything 1 is going on all right, how to doit. How 
can somebody up here in W. ashington tell him how to do it? You 
certainly can give him some guidelines. If you give him the guide- 
lines, then hold him responsible for it and leave him alone. If he 
cannot do the job, get rid of him and get somebody who can. 

Mr. Whittier. I agree with you, sir, but in order to run a system 
there must be a report to see whether or not the man lives within the 
guidelines. He has to have some method of communicating 





APPRAISAL ACTIVITIES 


Mr. Tuomas. You have 25 or 30 of your good investigators. No, 
you have 44, have you not? 

’ Mr. Wuirrier. In internal audit? 

Mr. Turner. Forty-four people at the present time, sir. 

Mr. Wuirrter. Actually, I think it is down from last year. 

Mr. Tomas. When your auditor is in a town, he does not have to 
look at the hospital alone. He can take a look at everything else, can 
he not? T think you have too much supervision, too many layers on 
layers in the District of Columbia. 

Mr. Wurrtter. We strengthened the area offices in the department 
of veterans’ benefits. After we did that, I then proceeded to talk to 
managers, some in remote stations, and every one of them was enthu- 
siastic about what occurred, because all of a sudden they had a man 
with whom they could talk directly, a man who was acquainted with 
their individual problems. Different offices do have individual prob- 
lems. Nothing is worse, it seems to me, than designing what you 
think is an average budget for one hospital and multiplying it by 170. 
It seems to me the important thing is to know and to understand ex- 
actly the needs of the individual hospital and the individual manager, 
and to have him know and understand your policy. In order to do 
this, you need a proper span of control. 

Mr. Tuomas. Who knows more about that hospital than the man 
who is down there running it 7 days out of the week? Most of these 
hospital managers are on duty about 7 days out of the week. Who 
knows better—those folks who eat it and sleep it and breathe it every 
day, or the boy sitting up in the front office here ? 

Mr. Wuirrier. The man in that hospital knows more about that 
individual hospital than anyone else. 

Mr. Tuomas. Do you not think you ought to carry that one step 
further, that. he ought to know how to spend his money ? 

Mr. Wuirrter. He ought to know that. 

Mr. Tuomas. The budgetmakers up here say that X hospital is to 
get $1 million. “Here is the $1 million.” The Bureau of the Budget 
will not let you spend it all at one fell sw oop, anyway, will it? It will 
put him on a qu: rter ly apportionment basis. 
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Mr. Wuirrrer. As soon as I leave here, I shall start touring the 
country to go to a group of managers’ conferences. The first thing J 
did when I became Administrator was to have each manager in per- 
son present his budget so we would know exactly what he wanted, so 
that if he needed more he could make that request in his presenta- 
tion. It was done on the basis of individual hospitals, so the amount, 
finally built up into the presentation that we made to you, would be 
exact and so there would be no waste, and at the same time we would be 
taking care of the neea. 

The intermediate layer, I believe, is essential in order to do that, 
not only from the standpoint of central office but, far greater, from the 
standpoint of the man in the field. 


TOTAL EMPLOYMENT 


Mr. Tuomas. Mr. Reporter, insert page 2—5 at this point. 
(The page referred to follows :) 
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Mr. Tuomas. This is your employment sheet. This goes back for 
12 years. In 1947 you had a total of 204,151 in the service. That 
was right after the war. Your programs were getting started. Your 
educational and training programs and your insurance programs were 
increasing. As well as >I remember, that was the beginning of your 
tremendous construction program. So this figure looks awfully large, 
but there is something that can be said i in favor of it. 

We come on down to 1949, 192.477. Go down to 1952, and it had 
dropped to 170,259. Then in 1954, a slight increase over 1953, 164,851. 
In 1955, 161,453. 1956, 160,344. 1957, 158,699. 1958, 154,668. 1959, 
152,110. 1960, showing a little increase over the previous year, 153,. 
842. And now, for 1961, you seek a total employment of 154,014, 
That isa slight increase over last year. 

That is gradually getting it down. Of course, with the overall pro. 
gram you have some offsets and you have a few increases. In the 
construction program you show an increase. Your educational pro- 
gram shows a decided increase. Your construction program for 
homes, businesses, and so forth, will show a decrease. Then by the 
application of the very fine step you made several years ago on the 
installation and application of electronic equipment, you show a de- 
crease there. Your big increase over those decreases goes back to your 
medical program, an increase in general administration of medicine, 
an increase in inpatient care, an increase in domiciliaries. As a mat- 
ter of fact, you have not really added a single new bed in 3 years, 
You had about 5,000 phantom beds. 

Mr. Mons. About 5,000. 

Mr. Osterrac. There is an increase in your beds. 


INCREASE IN PATIENT LOAD 


Mr. Tuomas. That did not increase, or you have had some change- 
overs, but for the fiscal year 1961 you still will have only 120,489 beds, 
So your increase in medical care cannot be attributed to an increase 
in the number of beds. 

Mr. Mons. The patient load went up. 

Mr. Wuirttrr. The patient load has been up every year, and is up 
in the budget and we have to maintain it, and usually have been above 
it. In fact, we have always been above it, have we not ? 

Dr. Mippteron. Slightly, yes. 

Mr. Tuomas. I am talking about the beds. You have had no in- 
crease in beds. Of course, you will bring into operation maybe two 
hospitals during this year. 

Dr. Mippieton. One, sir. 

Mr. Tuomas. You attribute your increase in your medical program 
to three factors: A falling off in what you are collecting in insurance, 
an increase in the cost of your medical supplies and materials, and 
maybe a slight increase in patient load. 

If you are paying a man on a monthly basis, are you putting too 
heavy a workload on him if you have an increase in patient load but 
without an increase in the number of beds? I am just talking about 
simple operational figures now. 

Mr. Monk. W hat you have to do to increase your patient load is 
to increase wards and the staff of the wards. 
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Mr. Tuomas. I assume there is a bed there all the time. 

Mr. Wuittrer. While the rated beds have been coming down, I am 
sure the operating beds have been increasing. 

Mr. Tuomas. I think before the disclosure of the phantom beds, if 
you go bac ‘+k to your justifications a couple or 3 years ago, you carried 
more operating beds than you carry now, because you carried 5,000 
phantom beds which did not exist. 

Mr. Wuirtter. I think they were in the rated beds. 

Dr. Mippieron. That is correct. 

Mr. Wurrtier. They were rated beds. The definitions had it well 
confused, sir. I spent 2 weeks before another committee going over 
these. 

Mr. Tuomas. You had them by definitions but no beds. 

Mr. Wuirrier. We had loads of definitions, and we had a lot of 
phantom beds. 

Mr. Tromas. Three years ago, though, did you not carry more 
beds than you donow? 

Mr. Wuirrter. We certainly did. 

Mr. THomas. All right. You have fewer beds now than you had 
3 years ago. 

‘Mr. Wurrtier. Statistically. 

Mr. Tuomas. Yet your operating expense has gone up $12 million, 
$15 million, or $18 million, almost progressively, “for the last 3 years. 
Mr. Wurrrter. But in reality, in actual beds, the average number 
of operating beds has increased. The beds in use have increased 
regularly every year since 1945. The patients have increased, and the 

beds actu: ally in use have increased. 

Mr. Ostertac. In measuring operating expense and, more particu- 
larly, personnel, is not the patient load the barometer rather than 
the total number of beds that might be in existence ? 

Mr. Wuirttter. Yes. You tie the average daily patient load to a 
figure, I believe, right inthe budget. Am I correct ? 

“Mr. Monk. That is correct. 

Mr. Wurrrirr. It is the average daily patient load formula which 

was worked out with this committee. It is the actual number of 
patients. 

SUMMARY OF PERSONAL SERVICES 


Mr. Tuomas. Mr. Reporter, let us put the table on pages 2-6 in the 
record. 
(The pages referred to follow :) 
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Mr. Tuomas. This is a personnel sheet according to the bureaus for 
the 3 years 1959, 1960, and 1961. This isa complete breakdown under 
the general headings “Operating expense,” “Medical care, ” “Medical 
administration,” “Tnpatient care,” “Outpatient care,” ’ “Maintenance 
and operation of supply depots.” 

This is for medicine only, is it not ? 

Mr. Monk. No, sir. 


NUMBER OF EMPLOYEES PER BED 


Mr. Tuomas. It was testified this morning by Dr. Middleton—and 
let us put it in here for what it is worth, because it answers one of my 
questions—one and a third employees per bed. But we will get over 
into inpatient care later. 

Dr. Mippteron. That is G.M. & S., sir., general medical and surgi- 
cal. 

Mr. OsrertaG. That is not the average. 

Dr. Mippteton. No, sir. 

Mr. Osrertac. What is the average ? 

Dr. Mippieron. The average is 1.046. 

Mr. OstertaG. That isin G. M.&8.? 

Dr. MippteTon. This is all hospitals, 1.046. 

Mr. Osterrac. What isthe G.M. & S.? 

Dr. Mippteton. The G.M. &S. is 1.33. 

Mr. Ostrertac. You take G.M. & S. and TB and average them, and 
itis1.04. But for G.M.&S. it is 1.33. 
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GENERAL OPERATING EXPENSES 


Program and financing 


Program by activities: 
Operating costs: 
1, General administration 
2. Insurance: 
(a) Program planning and direction_- 
(b) Field operations: 
(1) Executive administration__. 
(2) Insurance operations 
(3) Office services 
3. Veterans benefits: 
(a) Program planning and direction. 
(b) Field operations: 
1) Fxecutive administration 
(2) Contact 
(3) Compensation and pensions 
(4) Vocational rehabilitation and edu- 
cation 
5) Loan guarantee 
(6) Guardianship 


7) Office services 
Total operating costs 


Capital outlay 
1. General administration 
2. Insurance 

3. Veterans benefits 


Total capital outlay 


Total program costs 
4. Relation of costs to obligations: Costs financed 
from obligations of other years, net 


Total program (obligations 
Financing ; be 
1959 appropriation available in 1958 
Unobligated balance no longer available 


Appropriation (new obligational authority 


16, 
10, 
31, 


163, 


164, 


163 


164, 


159 
364 
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, 322 


O85 


, 104 


400, 3 


680 


1959 actual 


337 
631 
i865 


154 


O00 


re 


1960 estimate | 1961 estimate 


$12 


19, 
16, 
10, 
30, 


161, 


, 826, 2 


686, 


147, 


, 988, 
, 826, 


, BBO, 
, 632, 
, 028, 


478, 
963, 
911, 


AHS, 
626, 
SHR, 


216 
066, 


581, 6 


395 
O60 


O86 | 


300 
SOA 
5S 


230 | 


-99 


41 
100 


, 000 


ee 
} 


| 
| 
| 


$12, 888, 735 

2, 735, 007 

153, 000 

17, 479, 516 

3, 956, 928 

5, 603, 166 

3, 438, 566 
9, 275, 438 

28, 474, O46 
15, 133, 625 
13, 656, 0095 
12, 241, 617 
27, 391, 47 


152, 427, 684 


101, 285 
184, 551 
736, 500 
1, 072, 316 


153, 500, 000 


153, 500, 000 


153, 500, 000 
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Object classification 


1959 actual | 1960 estimate | 1961 estimate 


| 








———————— e io — at 7 _ 
Total number of permanent positions_-_-...........-- Sac oute 25, 553 | 24, 264 24, 166 
Full-time equivalent of all other positions.._..............-..-| 15 | 15 15 
Average number of all employees. -..........-.- Pei eel 24, 120 | 23, 073 | 21, 657 
Number of employees at end of year___.....-.--.----------.-- 23, 773 | 22, 966 | 19, 810 
Average GS grade and salary. -. Saliptdbnaeseedeaesneniatasubar ciate ._| 5.8 $5,408 | 5.9 $5,513 5.9 $5, 511 
01 Persona! services: | 
Permanent positions..._- a i a a $129, 878, 445 | $127, 277, 089 $120, 585, 064 
Positions other than permanent_- aaa eka 77, 972 | 75, 000 | 75, 000 
Other personal services. _.......-.-- é om 1, 692, 136 | 2, 462, 986 1, 590, 851 
Total personal services icicuecebbibeetcGhecwen | 181, 648, 553 129,815,075 | 122, 250,915 
02 Travel 
Emplovee ‘ ; ‘ se ; al 2, 712, 227 2, 831, 851 | 3, 029, 400 
Beneficiary - - - ‘ : 256, 642 250, 000 | 240, 000 
03 Transportation of things : : a 324, 132 485, 268 | 315, 857 
04 Communication services F J 3, 101, 200 | 3, 276, 233 | 3. 453, 
05 Rents and utility services 2, 420, 292 3, 495, 133 3, 719, 899 
06 Printing and reproduction _. z z ig 1, 947, 347 1, 997, 005 1, § 
07 Other contractual services . j 8, 448, 348 | 7, 163, 925 6, 1: 
08 Supplies and materials 1, 873, 966 1, 937, 096 | 1, 
0 Equipment 1 1, 844, 879 | 1, 
11 Grants, subsidies, and contributions 10, 311, 934 | 9, ; 
13 Refunds, awards, and indemnities 40, 000 
15 Taxes and assessments__ 29, 601 





478, 000 153, 500, 000 


Total costs 2 164, 474, 323 163, 
—105, 000 


Costs financed from obligations of other years, net (—) —1, 388, 645 
Total obligations 163, 085,678 | 163,373,000 | 153, 500, 000 


Mr. Tuomas. Let us take a look at your general operating expense. 
Put page 3-1 in the record. 
(The page referred to follows :) 


-.) = 


GENERAL OPERATING EXPENSES, $153,500,000 


This appropriation provides funds for executive direction of the Veterans’ 
Administration and expenses involved in administering the several direct benefit 
appropriations and the insurance program. 

The general operating expenses appropriation supports the following three 
major segments of the agency: General Administration, the Department of 
Insurance, and the Department of Veterans Benefits. General Administration 
includes the Office of the Administrator and supporting staff offices with the 
exception of the Assistant Administrator for Construction which is financed 
by the Medical Administration and miscellaneous operating expenses 
appropriation. 

The appropriation of $153,500,000 proposed for 1961 is $12,073,000 less than 
the amount required for 1960. The amount for 1960 includes an anticipated 
supplemental of $2,200,000 for additional administrative costs generated by new 
veterans pension legislation, Public Law S6—211. 

The significant items that account for the decrease in 1961 requirements are 
lower workloads in vocational rehabilitation and education and loan guarantee 
activities. In addition to the reductions in appropriation requirements that 
are based on reductions in workloads, there are other reductions reflected in 
these estimates which result from savings due to conversion to automatic data 
processing, and from the substantial completion in 1960 of one time projects 
that were based on new legislation. There are also other reductions reflected 
in these estimates which result from improved procedures and other economies 
that have been effected. 
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Mr. Tuomas. I think this is worthy of repetition here. 


The general operating expenses appropriation supports the following three 
major segments of the agency: General Administration 





which is that big layer 
the Department of Insurance and the Department of Veterans Benefits, 

Of course, we will have the administration for medicine in a separate 
category. 

General Administration includes the Office of the Administrator and sup. 
porting staff offices with the exception of the Assistant Administrator for 
Construction which is financed * * * 

You split the gentleman up in two parts. You put part in Medical 
Administration and part in Hospital Construction. 


COMPARISON OF COSTS AND EMPLOYMENT BY DEPARTMENTS 
Put page 3-2 in the record. 
(The page referred to follows :) 


Comparison of employment and costs by departments 





Actual, Estimated, Estimated, | Increase (+) 
Department fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 -), 1961 
over 1960 
General administration: 
Average employment bs ‘ 1, 479 1, 508 1, 507 ol 
Costs | y 
01 Personal services $9, 567, 134 $9, 868, 385 | $9, 998, 041 +-$129, 656 
All other objects 2, 698, 120 3, 526, 615 2, 991, 959 — 534, 656 
Total costs... _- ‘ ‘ peel 12, 265, 254 13, 395, 000 12, 990, 000 — 405, 000 
Department of Veterans Benefits 
Average employment J 18, 136 17, 580 16, 095 —1], 485 
Costs 
01 Personal services $101, 798, 173 $102, 097,313 $93, 322, 891 — $8, 774, 422 
All other costs Las ba 25, 874, 389 24, 319, 687 22, 675, 109 1, 641, 578 
Total costs__- . * 127, 672, 562 126, 417, 000 116, 001, 000 10, 416, 000 
Department of Insurance 
Average employment 4, 301 4,191 3, 833 —358 
Costs 
01 Personal services $20, 279, 172 $20, 490, 654 $18, 929, 983 —$1, 560, 671 
All other costs » 204, doo 5, 375, 34 5, 579, O17 +203, 671 
Total costs__. ~S: 24, 536, 507 25, 866, 000 24, 509. 000 1, 357, 000 
Grand total 
Average employment 23, 916 23, 279 21, 435 —1, 844 
Costs 
01 Personal servic $131, 644,479 | $132, 456,352 | $122, 250,915 $10, 205, 437 
All other costs os 32, 829, 844 33, 221, 648 31, 249, O85 — 1, 972, 563 
Total costs 164, 474, 323 165, 678, 000 153, 500, 000 12, 178, 000 
Costs financed from obligations of other years, 
net (—)_. ; —1, 388, 645 — 105, 000 +-105, 000 
Total obligations 163, O85, 678 165, 573. 000 153, 500, 000 12, 073, 000 
Unobligated balance no longer available 490, 322 
1959 appropriation available in 1958 1, 104, 000 
Appropriation or estimate___- 7 ee 164, 680, 000 165, 573, 000 153, 500, 000 12, 073, 000 


1 Include supplemental request of $2,200,000. 
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Mr. Tuomas. This is a breakdown by how your people are allo- 
cated—1,507 are estimated for 1961 against 1,508 for 1960, 1,479 for 
1959. That is your general administration employment. The other 
headings under “Dep: artment of Veterans Benefits and the Department 
of Insurance we will go into later. 

Your general operating expense appropriation was $165,573,000 in 
1960, which was an increase of about $1.2 million over 1959. This year 
you show a decrease of $12,073,000. 

As well as I remember, the committee cut this operating expense 
last year by $3,373,000, and the gentlemen on the floor of the House dis- 
agreed : and thought it was too severe a cut. 

Yet you turn ‘around in 12 months’ time after we cut it $3 million 
and you cut it $12 million. So it does not look like the committee was 
far wrong. You could not have had that big a change in 12 months’ 
time, could you? 

Mr. Monk. Wedid. We have had a change in workload. 

Mr. Tuomas. Are you going to have an unexpended balance this 
year ¢ 

Mr. Monk. Weare back in for a supplemental. 

Mr. Tuomas. Yes, but you are not responsible for the supplemental 
in your estimate, because that is by virtue of legislation before you 
made your budget. 

Mr. Mon. Yes, but we had an offset in our supplemental request 
of $852,000 which would have been an unobligated balance had it not 
been for the new legislation. 

Mr. THomas. $852,000 unobligated balance ? 

Mr. Monk. Yes, sir. That would have been the approximate 
amount had we not absorbed it in the supplemental. 

Mr. Tuomas. It still looks as though you could have stood that 
$3.3 million without its hurting. 

Mr. Monk. I do not believe you cut general operating expenses, 
did you ? 

Mr. Tuomas. Yes. It was restored on the floor. 

How much did you save from automation this year? You had a one- 
time appropiration in here. What was it? It was in general 
administration. 

Mr. Monk. I think what you refer to there is a one-time project we 
had in the Department of Insurance to notify beneficiaries of the TDIP 
option. 

Mr. Trromas. In insurance or general administration ? 

Mr. Monk. Insurance, sir. 


GENERAL ADMINISTRATION 


Mr. Tomas. Insert pages 4-1 and 4-2 in the record, “General 
administration,” $12,900,000. 


—at 


(The pages referred to follow :) 


GENERAL ADMINISTRATION, $12,990,000 
General statement 


The Veterans’ Administration is organized into three basic operating depart- 
ments to carry out the major purposes of the agency. In addition, the Admin- 
istrator has appropriate staff services to keep him informed and to advise him in 
the development of agency policies and objectives. The staff services appraise for 
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the Administrator the effectiveness and economy of agency operations. The 
Administrator’s staff services are grouped under the title “General administra. 
tion” and include the following offices : 

Assistant Administrator for Appraisal. 

Director, Information Service. 

General Counsel. 

Chairman, Board of Veterans’ Appeals. 

Assistant Administrator for Personnel. 

Assistant Administrator for Construction. 

Controller. 

Assistant Administrator for Management Services. 


Personal service cost 

Employment and personal service costs for these offices, with the exception of 
the Assistant Administrator for Construction, are set forth and justified by 
individual activity in the presentation following. F 

The Office of the Assistant Administrator for Construction is included under 
the “Medical administration and miscellaneous operating expenses” appropriation 
under the Department of Medicine and Surgery. 
Costs other than personal services 

Costs have been charged directly to the activity involved wherever feasible 
but for the sake of brevity and clarity, these costs are justified by category of 
expense rather than by separate amounts for each activity. It should be noted, 
however, that in some instances costs other than for personal services reflected 
under the Office of the “Assistant Administrator for Management Services” jn- 
clude costs for this Office, other staff offices and also the three operating depart- 
ments. Such costs involve central office transportation, communication services 
penalty mail, rentals, printing and reproduction and miscellaneous contractual 
services where it is not feasible to break out costs to the specific activity 
serviced because of the administrative expense involved. Any eomparison or 
evaluation of the relationship of “Costs other than personal services” to ‘Total 
costs” as between “General administration” «and the three operating depart- 
ments should give consideration to this situation. 


Mr. Tuomas. The Veterans’ Administration is organized into three 
basic operating departments to carry out the major purposes of the 
agency. 

You state the staff services appraise for the Administrator the ef- 
fectiveness and economy of agency operations. The Administrator's 
staff services are grouped under the title “General administration” 
and include the following offices—Assistant Administrator for Ap- 
praisal, Director of Information Service, General Counsel, Chairman 
of the Board of Veterans’ Appeals, Assistant Administrator for Per- 
sonnel, Assistant Administrator for Construction, and you moved him 
up, Controller, and Assistant Administrator for Management 
services, 

How many people is this for $12,990,000 ? 

Mr. Monk. 1,507. 

Mr. Toomas. One less than you had last year? 

Mr. Monk. That is right. 


NUMBER OF PERSONNEL IN MANAGERIAL CAPACITIES 


Mr. THomas. Functions carried on in “General administration” fall 
generally into three main categories—executive direction and staff 
functions, operational functions, and supporting services. The dis- 
tribution of employment for 1959, 1960, and 1961 is set forth later. 


Here are 1,507 people managing how many ? 
Mr. Monk. 150,000. 
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Mr. THomas. No, because you have 560 more under “Benefits” and 
100 or 200 in “Construction,” and then the doctor has how many in 
“Inpatient care and medical administration”? Around 650, is it not? 

Dr. Mippteron. 861. That includes area offices. 

Mr. Tuomas. 1,507 for “General administration.” 

How many in benefits, 560? 

Mr. Driver. That is right. 

Mr. Tomas. How many in construction / 

Mr. Monx. 264 in the “Medic: al Administrative.” 

Mr. Tuomas. How many in the central office doing the managing? 
I see you are divided into two parts. Medical takes part, and then 
you have a construction unit taking the other part. The program is 
9,000 and 1,700, is it not? How many people do you have in the cen- 
tral office ? 

Mr. Asupripee. 433 for 1961. 

Mr. Tuomas. So you have 433 in addition to 560, 1,507, and 861. 

In each of the installations you have from 5 to 25 doing managerial 
work in each of the regional offic es, have you not? How many man- 
agerial people do you have in each of the regional offices ? 

“Mr. Driver. A total of about 415; about 6 people in each office 
devoted to managerial functions. There are 67 regional offices. There 
is a decrease in the Department of Veterans’ Benefits this year. 

Mr. Tuomas. You have a decrease of about $600,000 in the 

Mr. Driver. I refer only to the staff in the central office. It would 
be a decrease were it not for the health bill. 





CONTROLLER-TYPE PERSONNEL 


Mr. Tuomas. In looking through your budgets every department or 
area has its own finance officer. I got the impression that the controller 
and the financial officer are not the same thing. When you get to the 
compensation program, you call him finance cfficer. In other parts 
of the budget he isa controller. 

How many people do you have doing controller work ? 

Mr. Monk. It is on page 2-9. 

Mr. Tuomas. What does this table mean ? 

Mr. Monk. This table shows all the people in finance for the years 
1959, 1960, and 1961. It is broken down into departmental- 

Mr. THomas. What do you mean by “finance”? If you use that 
broad term of “finance” and get into benefits, you have hundreds of 
people who are figuring out benefits. You can still call that finance. 
I refer to controller work. 

Mr. Monk. These are people who by civil-service classification work 
with accounting and fiscal matters—— 

Mr. Tuomas. How many? Whereabouts do you set them out ? 

Mr. Monx. In the table at the top of page 2-9. In fiscal 1959 we 
had 4,436 in the agency. 

Mr. Tuomas. Doing what ? 

Mr. Monk. Doing this finance work. 

Mr. Tuomas. What isthe nature of their duties? 

Mr. Monk. They keep the accounts. Up until now they have been 
paying benefit checks or certifying checks for payment. 
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Mr. Tuomas. That is not what I want, Mr. Monk. I want to know 
how many people you have doing controller work, this high-level penej] 
work. This is not for paying - benefits. I want to know about the 
controller’s function. That man’s job is to allocate the money. 

Mr. Monk. The Budget Office, then ? 

Mr. Tuomas. Call it what you want. Sometimes it is budget, some- 
times finance, and sometimes controller. 

Mr. Bucxne ty. I have a figure on the budget employees. Office 
of the Controller has a request for 16. On duty December 31 there 
were 14. 

Mr. Tuomas. How many people in the Controller’s Office first? 

Mr. Bucknetu. Seventy-four in toto. 

Mr. Tuomas. Do you have a controller now for General Admin- 
istration ? 

Mr. Buckneww. Each department has one. 

Mr. Tuomas. That is what I am asking. 

Mr. Crarke. I believe I can give you the full figures. The con- 
troller-type activities, which total 353 for Central Office, include all 
of the controller’s functions, that is, accounting, budget, fiscal control, 
audit, disbursements, and the entire range of controller-type activities, 
Of this total, only 64 will be engaged in budget activities in 1961. 

Mr. THomas. Each of the three big operating departments has its 
own controller, has it not ? 

Mr. Crarke. That is right. 

Mr. Tuomas. You have no such thing as a general controller. Why 
is that? 

Mr. Warrtirr. That came from the Booz-Allen-Hamilton study. 
They wanted three program departments, with the head of each 
department responsible for his own program, including his budget. 
So each department now separately is responsible for that. 

Mr. Tuomas. I think you have had this setup from time immemorial. 

Mr. Monk. At one time we had a functional organization, that is, 
one budget office and one finance office for the agency. 

Mr. Tuomas. Does the Bureau of the Budget criticize this setup? 

Mr. Wurrtier. They never have, to my knowledge. 

Mr. Tuomas. Does the General Accounting Office criticize it? 

Mr. Wuirrter. Not to my knowledge. 

Mr. Tuomas. I understand both of them have advocated an en- 
tirely different type organization in GSA, Housing, Armed Services, 
and all the other big organizations. 

Mr. Driver. We have about 80 people in the DVB Controller's Office. 
Seventeen of those handle our budget. 

Mr. Toomas. How many in benefits ? 

Mr. Driver. Eighty-four for 1961. This is for all the department 
programs. 

Mr. Tomas. One man writing a check for $1 million does not take 
any longer—— 

Mr. Driver. They handle all reports and statistics for the depart- 
ment, plus all the finance procedures and controls, and the prepara- 
tion of the budget which you have here before you today. 

Mr. Tuomas. Eighty-four people do that ? 

Mr. Driver. Yes, sir. Prior to the establishment of this Controller’s 
Office we had budget people in Compensation and Pension, budget peo- 
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ple in Chief Attorney’s area, and all the way through the department 
there was a conglomeration of budget people. Now we are all in one 
place in the department. 

Mr. THomas. You should take that final step now. You certainly 
came up With some economy there. 

Now you should take a final step and have one spot where you can 
charge it all up. You have 84 people and 74 people are in the VA 
Controller’s Office. 

How many does Medicine have ? 

Dr. Mippteton. Seventy-two in the budget request. 

Mr. Tuomas. What do you have, Mr. Ashbridge ? 

Mr. Asupripce. Twenty-four, sir, are requested in 1961 for budgets, 
accounting, statistics, reports, and record. 

Mr. THomas. We are short one department, are we not ? 

Dr. Mippitrron. Insurance. 

Mr. Stoner. Sixty-two. 

Mr. Tuomas. A total of 316 in the District of Columbia working on 
your budgets. 

Mr. Stoner. Make mine 61. 

Mr. Trromas. This is not working on the budget. We have a very 
able budget officer here. How many do you have, Mr. Clarke? 

Mr. Crarke. There are a total of 353 in controller-type activities 
being requested in 1961, Mr. Chairman. Of that total, 64 people work 
on the budget per se; 64 of the total of 353 perform in the general 
area of what we are discussing today, that is, budget formulation and 
present ition. 

Mr. Tuomas. Each of the Departments has its own Budget Officer ? 

Mr. Crarke. Yes, sir. They are included in the total of 64 

Mr. Tuomas. How many do we have in the Controller’s Office 
working on the budget in addition to the 74? 

Mr. Crarke. Only 16 of the total of 74 in the VA Controller’s 
Office, and 17 of the total of 84 doing the same type work in DVB. 
In the DMS controller’s office, inc luding the new Fiscal Service, there 
are 19. The insurance controller has 5 on budgets and construction 
has 7. That makes 64 people of the total of 353 working directly on 
budget activities. 

Mr. Tiromas. This budget is a work of art. There is no question 
about that. What does it cost to prepare this budget with the 64 
people? 

Mr. Crarke. About $500,000 in salaries, sir. 

Mr. Txomas. I imagine you hold the other objects down to 14 or 
15 percent, do you not ? 

Mr. Crarke. We make every effort to do so, sir. 

Mr. Tuomas. We are a little topheavy here, gentlemen, any way you 
look at it. Of course, the budget is big, $5.4 billion, but 353 people 
working on it is a lot of people. 

Mr. Crarke. Actually 64 work on this, sir. 

Mr. Tuomas. I mean doing work of the controller. You have 353 
handling a $5 billion budget. Then you have all the people passing 
out benefits and checks. Those are another 4,000 in addition to this. 

Mr. Monk. That is right, and keeping all the records. 

Mr. Tuomas. It seems to me you can cut this down considerably 
without impairing the operation of any of your benefit programs. 
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Mr. Wurrrrer. There is one thing I would like to say. It seems 
if you can hold an individual responsible for his program, with his 
budget officer, and make him responsible for that entirely, it resolves 
itself in greater savings and control than through common services, 
There would have to be some kind of fiscal report coming out of a 
program, anyway. 


CONSULTANTS RECOMMENDATIONS ON ORGANIZATION 


Mr. Evins. You said the General Accounting Office had approved 
the Booz-Allen-Hamilton report. I have an impression that the 
Veterans’ Affairs Committee gave it considerable criticism, in that it 
provided for a lot of overlapping, and it was costly. 

How much percentagewise of the Booz-Allen-Hamilton report has 
the VA adopted ¢ 

Mr. Wuirrier. A good portion. Actually, there were compromises 
made. 

On the basic principle a considerable portion was adopted. 

Mr. Evins. Fifty percent ¢ 

Mr. Wurrtier. I would say more than 50 percent. My own 
thought, as I look at it, is that it was worth the investment. 

Mr. Evins. We are all for efficienc y but my impression of the report 
as I think back is that it created a lot of new jobs and a lot. of over- 
lapping which was in the previous administration. 

Mr. Wuirtter. This was all in a previous administration so it is 
difficult for me to say. I have read the report, however, because it 
is import: int to getting a background and an underst: nding of VA. 

The principles it lays out it seems to me are basically sound. 

Mr. Evins. Is that generally what these proposals bring out, more 
stafling rather than cutting down ? 

Mr. Monk. Actually in this area we are talking about, in this con- 
troller area, the reorganization resulted in a reduction in staffing in 
this area. 

Mr. Evins. In the field of controller ? 

Mr. Monk. Yes, sir. 

Mr. Driver. We started out with 773 people | in central office and 
we now have 213 less than that in the Department. We have made an 
effort to consolidate various management activities. 

Mr. Tuomas. You are to be commended for that but you can take 
a final step— 

Mr. Driver. At that point you nae a point where you deviate in 
principle from what we established in 1953, namely, having depart- 
ments with responsibilities- 

Mr. THomas. You can get a lot of argument on that because we 
will show you other agencies which we think are pretty well operated 
and they do contrary to what you are doing. 

Mr. Driver. I think that is true. You can do it one way or another. 
We follow this one of deeentralized authority and it works out this 
way. 

Mr. Tuomas. I do not quite understand what you mean by decen- 
tralized authority. 

EMPLOYMENT BY FUNCTION 

Insert page 4-3. 

(The page referred to follows :) 
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Analysis of employment by function 





aie . a Sie ee 
| Actual, Estimated, 
Program fiscal year | fiscal year 
1959 1960 
——— — _ — = — — _ - — | —_ 
— } 
Departmental : 
Staff functions: 
Office of the Administrator __- ‘ 44 54 
AA for appraisal 102 106 
Information service - 15 18 
General Counsel 78 79 
ER te te aes 67 66 
Controller___. : ; ‘ 70 74 
Assistant administrator for manage- 
ment services _ - - - : 91 103 
Special projects—Medical] adminis- | 
tration and miscellaneous operating | 
expense appropriation | 15 
Total, staff functions 482 500 
Operational functions: 
Office of the Administrator: Construc- 
tion contract appeals board 
General Counsel: 
Litigation ae 14 14 
Loan guarantee 6 6 
Congressional liaison 10 10 
Board of Veterans Appeals 264 264 | 
Assistant administrator for manage- 
ment services: Office services divi- 
sion, index 191 | 195 
Total, operational functions 485 489 
Supporting services functions: 
Assistant administrator for manage- 
ment services 
Finance 52 52 
Office services (excluding index) 192 182 
C.O. supply division 22 25 
Machine records and accounting 127 141 
Visual aids ‘i 17 18 
, Building management division 37 38 
C.O, personnel service Se 39 39 
> Total, departmental 486 495 
l Field: Staff functions: Information service _- 26 24 
Total, general administration 1, 479 1, 508 
| OFFICE OF THE ADMINISTRATOR 
) 


Mr. Tuomas. Insert page 5-1. 
(The page referred to follows :) 


Estimated, 
fiscal year 
1960 





666, 449 


Estimated, 
fiscal year 
1961 


53 
101 
18 | 
79 | 


62 


103 


490 


10 
267 


196 


504 


49 
182 
26 
136 
18 
39 
39 
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1, 507 


Estimated, 
fiscal year 
1961 


709, : 


B 
OFFICE OF THE ADMINISTRATOR, $709,242 
1 . : 
Summary of requirements 
| Actual, 
e } | fiscal year 
d 1959 | 
cK Departmental | 
s Average employment 44 
| - j < 
Payroll costs 4 : | $453, 600 | 
Personal services 425, 224 
l- Fringe benefits 28, 376 | 
Employee travel 17, 040 
Asset acquisitions 18, 757 
Other objects 20, 290 
Total costs a yee 509, 687 





‘Includes Government share of cost of Federal Employee Health Benefits Act of 1959. 


Increase (+) 
or decrease 
—), 1961 
over 1960 


+3 


+1 


+15 


| Increase (+ 
or decrease 
(—), 1961 
over 1960 


+10 
+-$89, 168 
+79, 991 


| +9, 177 


+3. 000 
—49, 375 
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The Administrator is responsible to the President for the administration of 
veterans’ affairs and the laws which govern them. In him is vested the authority 
to operate the Veterans’ Administration. He is directly responsible for the 
establishment of the basic policies governing agency operations; and the deyel- 
opment and maintenance of its basic organization structure; the interpretation 
of laws pertaining to veterans’ affairs, and the establishment of suppleme ntary 
regulations; the stimulation and approval of long range plans; and the devel. 
opment and maintenance of favorable relations with important organizations, 
groups, and individuals interested in veterans’ affairs. As head of an independent 
agency of the executive branch of the Government, the Administrator is the 
adviser to the President on veterans’ affairs. 

The policy and evaluation staff was established by the Administrator. The 
chairman directs the activities of the staff ; advises the Administrator on policies, 
plans, research, programs, organization, and whether established programs are 
meeting their objectives; and supervises and coordinates the activities of the 
plans and policy staff and the evaluation staff. 


Mr. Tuomas. You have 44 jobs in 1959, 54 in 1960, and it goes up 
to 64 in 1961. As far as I am concerned the Ax iministrator iS en- 
titled to whatever help is necessary. 


ASSISTANT ADMINISTRATOR FOR APPRAISAL 
Insert 5-5, Assistant Administrator for Appraisal, $1,121,161. 
Insert 5-6. 
(The pages referred to follow :) 


ASSISTANT ADMINISTRATOR FOR APPRAISAL, $1,121,161 


Summary of requirements 
Actual, Estimated, Estimated, Increase 
fiscal vear fiscal] vear fis« vear or decreass 
1959 1960 1V¥61 ), 1¥Ol 
over 1960 
Average employment-__..........--... —* 102 Lo 101 -5 
Costs: 
Payroll costs iat rd $895, 768 $932, 435 $926, 264 — $6, 171 
Personnel services a ake 835, 997 872, 910 861, 851 —11, 059 
Fringe benefits 4 oP EE. ; 59, 771 9, 525 (4, 413 +-4, 888 
Employee travel . : ‘ 110, 322 145, 415 145, 415 
Asset acquisitions 4, 797 5, OOF 000 ouatn 
Other objects ites é BS ta ahee ell 37, 797 44,312 44,482 +170 
Sa : 1, 048, 684 1, 127, 162 1, 121, 161 —6, 001 
1 Includes Government share of cost of Federal Empk » Health Benefits Act of 1959 


Mission and responsibilities 


The Assistant Administrator for Appraisal directs the conduct of investiga- 
tions, appraisals, inspections and special studies authorized by the Administrator 
or Deputy Administrator of Veterans’ Affairs. He directs the conduct of internal 
audits of all activities and elements of VA as a basis for protective and con- 
structive service to management. He directs the security program of the Vet- 
erans’ Administration. He advises and assists the Administrator on all matters 
involving: The appraisal of all activities of VA through internal audit or 
investigation; the operation of the VA-wide security program. As Employment 
Policy Officer for the VA he represents and acts for the Administrator in all 
matters coming within the purview of Executive Order 10590. He submits 
appraisals for the use of the Administrator or Deputy Administrator, dissemi- 
nates information from these reports to the heads of the departments and other 
top officials and maintains controls to assure that corrective action is accom- 
plished by the responsible officials in accordance with instructions of the Admin- 


istrator. Maintains liaison and acts in cooperation with the officials of other 


departments and agencies of the Government on these matters. 
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The purpose of this staff organization is to afford the Administrator inde- 
pendent and objective appraisal of the effectiveness of agencywide policies and 
programs; to provide independent professional investigative facilities for in- 
quiries at all VA levels pertaining to any matter in which the agency has an 
interest ; and to evaluate data received through VA inquiries or those of other 
Federal investigative agencies pertaining to the suitability of employees and 
applicants. 

01 Personal services, $861,851 

Staffing patterns are planned in accordance with volume of work caused by 
continuing agencywide appraisal responsibilities in completing management 
audits, studies, surveys, investigations, and security functions. 

The estimate is predicated on current volume and workload trends, past experi- 
ence, and in the case of Internal Audit Service only, on projected planning for 
fiscal year 1961. The investigative workload is impossible to predict accurately. 
Investigations tend to be of relatively short duration in widely scattered loca- 
tions compared to past trends showing program-type investigations which were 
more time consuming. Workload trends in Security Service have decreased 
about 50 percent below the fiscal year 1959 estimate which is in line with reduc- 
tions in manpower requirements for Security Service. 

Mr. THomas. What does this man do? 

It states he directs conduct of investigations, appraisals, inspections, 
special studies, those authorized by the Administrator. 

How many did you have in 1953 or 1954? I have a figure of 44 in 
mind. 

Mr. Turner. In 1955 the Office of Appraisal and Security was 
established. It consisted of three services. Prior to that time the 
Investigation Service had operated independently and the Internal 
Audit and Security Services were assigned to other VA elements. 

Mr. Tuomas. How many people did you have the first year, 44 or 
244 You brought them all together and put them in the Office of 
the Administrator. How many did you have the first year? 

Mr. Turner. In 1955 we had about 110 employees in the 3 services. 

Mr. Tuomas. What did you cut it down to? 

Mr. Turner. Our present strength in Internal Audit Service is 44. 

The Investigation Service has 35. The Security Service now has 
seven. 

These three were put together into the one office in 1955, and the 
present average employment of the entire office is 101 with 97 actu- 
ally on duty. 

Mr. Monk. When we started to formulate the Internal Audit Serv- 
ice we were slow in staffing it. Your figure might be right, Mr. Chair- 
man. 

Mr. Tuomas. How valuable is it to the Administrator ? 

Mr. Wuirtier. It is quite valuable and quite important. It does a 

I 1 1 
number of things. 

It conducts the investigations. If there is a problem or a report 
about any office it conducts that investigation. 

Mr. Tomas. How many auditors do you have? 

Mr. Turner. Thirty-six traveling management specialists, Mr. 
Chairman, 41 people in all. 

Mr. Tuomas. In each of the installations, in each of the hospitals, 
you have from one to two or three auditors, do you not ? 

In each regional office you have one to three auditors ? 

Mr. Driver. No, sir. 

Mr. Tuomas. You have no auditors in the hospitals? 

Mr. Turner. No auditors. 

Mr.TxHomas. Do youcall them bookkeepers? What are they ? 
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Mr. Turner. There is a program now to put management analysts 
in the hospitals, if that is what you mean. 

Mr. Tuomas. What do you have in the benefits programs in each of 
the big offices and insurance offices ? 

Mr. Driver. A management analyst in each office. 

Mr. Tuomas. How many of those do you have ? 

Mr. Driver. About 85. We have more than one in the larger offices, 

Mr. Tuomas. This is the brain trust in one sense of the word. You 
have a duplication in each of the installations. Call him an analyst or 
an auditor. He is doing the same work, is he not ? 

Mr. Driver. No,sir. A management analyst would be in no position 
to compare the management performance of that office with all the 
other offices in the country. 

The people Mr. Turner refers to have the benefit of going to many 
offices and making comparisons. You cannot do it living at the station. 

Mr. Tuomas. When these boys walk into an installation the ele- 
vators always stop when they walk in, dothey not ? 

Mr. Wuirtier. It has never failed yet. 

Mr. Driver. I don’t think they feel that way. 

Mr. Wuirrter. Actually one of the first things they are trained to 
do is to have the manager know they are there to cooperate and assist. 
Their function is destroyed if they come in as the inspector general. 

As a matter of fact, the Internal Audit Service was set up by an 
act of Congress. It provides a separate internal audit and inspee- 
tion outside of the regular reporting system. 

Mr. Jonas. Have you discovered any serious derelictions ? 

Mr. Wurrrter. The answer to that is “No,” but that is qualified 
with the adjective “serious.” 

Every so often we come up with a problem. 

Mr. Jonas. Do you think they discover enough things wrong which 
need correcting to justify their existence ? 

Mr. Wuirrter. Yes, I think they not only justify it but they save 
a great deal of money. 

When you said “serious derelictions” I was thinking of someone 
who had done something violently wrong. 

If you mean savings, efficiency, compliance, yes. 


OFFICE OF INFORMATION SERVICE 


Mr. Tuomas. Insert pages 5-10 through 5-12 in the record. 
(The pages referred to follow :) 


OrricE OF INFORMATION Service, $430,500 


Summary of requirements 


Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
Average employment 41 42 42 
; = — =—— 
Payroll costs $332, 534 | $349, 350 $350, 567 4+$1, 217 
Personal services 311, 435 326, 864 | 325, 826 | —1, 038 
Fringe benefits . 21, 099 22, 486 1 24,741 +2, 255 
Employee travel 16, 742 15, 050 | 16, 070 | 4-1, 020 
Asset acquisitions ; . c | 1, 005 900 1. 200 | +300 
Other objects 63, 200 64, 096 62, 663 — 1, 433 
Total costs . 413, 481 429, 396 | 1 430, 500 | +1, 104 





i Includes Government share of cost of Federal Employee Health Benefits Act of 1959. 
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MISSIONS 


The 3-fold mission of Information Service is (a) to keep veterans and their 
dependents informed of their rights and benefits as provided by law, and the 
proper procedures to be followed in applying for such benefits; (b) to keep the 
general public informed in regard to VA operations, activities, and policy deter- 
minations through releases of general information via a wide variety of media, 
and through answering thousands of inquiries received from media representa- 
tives, Members of Congress, veterans’ organizations, and many other individuals 
and organizations, and (c) counseling and advising the Administrator, his prin- 
cipal assistants, and field station managers concerning public interest and reac- 
tions as they concern the determination of VA policies. 

In providing accurate and timely information through Information Service, 
VA not only fulfills an obligation to veterans and their dependents, but also 
eliminates countless inquiries which would otherwise impose an added adminis- 
trative burden, and thus retard service. To the extent that beneficiaries are ap- 
prised concerning eligibility requirenents and correct procedures to follow in 
dealing with VA, the costs of operating programs are reduced. 

In performing its functions, Information Service—as a matter of longstand- 
ing policy—does not endeavor to “sell” benefits, or attempt to influence legis- 
lation. 

WORKLOAD 


The number of veterans and dependents who must be kept informed of bene- 
fits, laws, regulations, and policies will continue at about the present record lev- 
el. The needs of Operating officials for the promulgation of advisory information 
re proper procedures, and other steps to be taken by beneficiaries which will 
result in less correspondence and faster service are expected to continue apace. 
No diminution is anticipated in the heavy volume of press and other inquiries 
anent general programs, and special happenings. Legislative changes and refine- 
ments enacted in each session of Congress require special informational and edu- 
cational effort. For instance, an entirely new concept in veterans’ pensions be- 
comes effective with the start of fiscal year 1961, affecting about 1,500,000 vet- 
erans and widows immediately, and other millions in the future. 

In addition to its regular functions, Information Service again will be ex- 
pected to spearhead evergrowing general Government programs, such as Na- 
tional Employment of the Physically Handicapped Week and Veterans Day, and 
assist with other broad programs such as United Nations Day, National Hospital 
Week, National Mental Health Week, etc. 

No increase in average employment for the fiscal year 1931 over fiscal year 1960 
is contemplated. The request for personal services is considered to be the abso- 
lute minimum required to handle the anticipated workload. It is believed that 
any lesser number would actually increase costs through the lessening of infor- 
mation available to veterans and their dependents, to information media, and to 
the general public, with a consquent increase in benefit and procedural inquiries 
which would impose an additional administrative workload on other VA offices 
and services. 


Mr. Tuomas. Do you have a duplicate setup now in most of the big 
regional offices, insurance centers, and so on / 

Mr. Wuirrier. No, sir. 

Mr. Tuomas. What do these 42 people write about. / 

Mr. Wuirtier. Actually these are partly in the central office and 
partly spread around America and there is no department in VA 
that is more overworked than this one. 

Take, for example, the very problem you have in front of you, just 
the number of inquiries from the press and people who write— 

Mr. Tuomas. Where are these people located / 

Mr. Wurrrier. Physically 18 employees here in the central office. 

Mr. Toomas. Where are the rest of them / 

Mr. Wuirtier. Out in 12 locations in the field. 

Mr. Tuomas. What are the 12 locations / 

Mr. Wuittier. New York City, Boston, and actually 
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Mr. Tuomas. Assigned to the regional offices, hospitals, or what? 

Mr. Hoop. Located in a regional office for housekeeping quarters, 
Each one is responsible for an average of 19 major VA installations 
and covers an average of four States each. 

Mr. Tuomas. Where are the other 11 / 

Mr. Hoop. Boston, New York, a field office in W: ishington which 
includes 2 of the 18 bodies in central office I w ™ talking about, Rich- 
mond, Atlanta, Dallas, St. Louis, Chicago, St. Paul, Denver, Logs 
Angeles, San Francisco, and Seattle. 

Mr. THomas. What do the 18 here do? 

Mr. Hoop. Two of the eighteen here are field people so there are 
actually 16 here, in central office, 9 information specialists and 7 
support personnel. 

Mr. Tuomas. What is the job classification and civil service rating! 

Mr. Hoop. Information specialists, and the grade in the field is grade 
13. 

Mr. Tuomas. What are they here in the District ? 

Mr. Hoop. In the central office in the District of Columbia there 
is one grade 16, one grade 15, two grade 14’s, and two grade 13’s, two 
grade 12’s, and one grade 11. 

In support there is one 9, three grade 7’s, one grade 6, and two grade 
4’s. 

Mr. Tuomas. Do not the people in the field have about the same 
duties as those here in the central office ? 

Mr. Hoop. Parallel duties. They are an extension of the Infor- 
mation Service. They are jacks-of-all-trades out there. 

Mr. Tuomas. It seems to me you can get along with just exactly 
half of thismuch. Programs are pretty well established and everybody 
knows about the VA now. You are not trying to sell anything, are 
you? 

Mr. Osterraa. I note on page 5-11 in the justifications that it states 
the Information Service as a matter of longstanding policy does not 
endeavor to sell benefits or attempt to influence legislation. 

Mr. Wuirrier. Actually if we just attempt to answer the tre- 
mendous number of inquiries that come to us we are overloaded. You 
cannot have an installation of this immensity and not at every given 
moment have some kind of a public information question arising. 

If an important story were to break in any major city and inquiries 
come in from the press ‘alone, there might well be any number of these 

I think each of you in your own communities can think of some 
incident where the press was disturbed by some story or some rumor 
or some report and wanted instant replies to verify or correct their 
sources. 

The press is interested in research, for example. There have been a 
tremendous number of inquiries from the press on these new develop- 
ments. We do little positive public relations from the standpoint of 
trying to build, it is mostly in reply to program inquiries. 


ASSISTANT ADMINISTRATOR FOR MANAGEMENT SERVICES 


Mr. Tuomas. Let us look at this program now for the Assistant Ad- 
ministrator for Management Services. It is 749 against 754 employees 
last year 
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Insert 5-46 through 51 in the record. 
(The pages referred to follow :) 


AssISTANT ADMINISTRATOR FOR MANAGEMENT SERVICES 


Comparison of average employment 





| 











| 
| Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
| over 1960 
nn a ae | ax kod AO eee ~ scar ome 
Office of Assistant Administrator_............-- 7 8 eee ee 
supply Management Service.............. sahenden 32 35 SD teria es 
Office of Director__-_- sadtbomtebacal 4 4 G45 a 
Policy and Planning Division Sn isttbocntietaas 7 x EE eae 
supply Operations Division..---.---...-.-- 10 11 Ue het ieee 
Methods Engineering Division...........-- 11 12 | ort 
Office Methods Service.._..........-.... sn deiekbatied 48 54 | G8 hs an~titacese 
NT ORI or cn nui jncesiden birclete 4 9 | Dh cedductinewes 
Data Processing Division. _................ 9 10 | Oh eee 
General Administrative Division...._..___- 20 | 20 | MP. sek 
Records Management Division--........--. | 6 | 6 | CNisaieeced. 
Telecommunication Division..........-...- 9 | 9 | O dete ae 
Office Administration Service. --............--- 642 657 652 —5 
Office of Director pnaudbent 4 4 | Be ais las. 
Office Services Division subtotal. ERY 383 379 | 380 | +(1) 
aoe aS a Es 6 | 6 | Oh Cceteb eiadcaetitencs 
C.O. Mail and Records Section. __--_-- 84 | 74 73 | —(1) 
Munitions Mail Section.............. -| 45 42 ih ic btiiededcinsie 
Index Section. .--......... ihe bitte 191 | 195 | 196 +(1) 
Records Development Sec ee sre 19 | 20 | Be Lawwtcaikabiitescs 
Services De ee Leen 33 37 | 38 | +(1) 
. Louis Liaison Office. _.........-.--- 5 | 5 | Slik ntshionse dee 
Fins ah Division a ie en ee 52 | 52 | 49 — (3) 
C.O. Supply Division. 22 | 25 26 | +(1) 
Machine Records and Acc ounting Division_| 127 | 141 136 — (5) 
Visual Aids Division uiedia 17 | 18 OA tte neue es 
Building Management Division..........-- 37 38 39 + (1) 
a a a 729 | 754 749 | —5 


The Assistant Administrator for Management Services formulates and recom- 
mends to the Administrator general policies and plans of VA-wide application 
pertaining to (a) purchasing and supply, and (b) office operations and adminis- 
tration. He advises and assists the heads of the departments and other top 
officials in connection with, and appraises for the Administrator the effectiveness 
and economy of these activities. He is responsible for the planning and coordi- 
nating of building and equipment improvements incident to the maintenance of 
central office; responsible for the management of the VA supply fund; directs 
special studies and research in programs, practices, and techniques in areas for 
which he is responsible to evaluate their possible application to the VA. 

The Assistant Administrator for Management Services acts as liaison with the 
Office of Civil and Defense Mobilization, Executive Office of the President, in the 
development of plans for civil defense and defense mobilization. Responsible 
for a safety and fire protection program for buildings, except hospitals, occupied 
by VA in the Washington, D.C., metropolitan area. 


Supply Management Service 


Details and justification of this service are shown under Consolidated Supply 
Activities, volume II, section 24. 


Ofice Methods Service 


The Office Methods Service is a highly specialized staff organization respon- 
sible for: (1) The overall planning, policy development, and staff guidance for 
VA-wide office operations and administration; (2) continuous appraisal and 
evaluation of VA operations for developing improved policies, plans and man- 
agement techniques for agencywide application in office systems and methods, 
printing and publications, records management, microphotography, electric ac- 
counting, electronic data processing, telecommunications and office equipment; 
(3) serves as the principal point for VA contacts and liaison with other Govern- 
ment agencies, technical organizations and private firms on all matters for which 
the service has responsibility; and (4) furnishing skilled leadership and tech- 
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nicians necessary to perform special studies and projects as required, The 
service consists of the Office of the Director and four divisions. 
Office of Director 

Provide supervision and management of the service and leadership, coordi- 
nation, and evaluation of work analysis and improvement tools and techniques 
for application throughout the Agency—direct agencywide work simplification 
training, management studies and management publications. 


General Administrative Diwision 

For better efficiency, economy, quality and improved public relations, we plan 
to: (1) Direct and expand the writing improvement program; (2) conduct oyer- 
all office equipment research; (3) expand the use of remote control dictating 
equipment in all areas; (4) develop techniques and guidelines for establishment 
of use standards where applicable for all types of office machines and other equip- 
ment; (5) study the capabilities and expand the use of pneumatic tube systems 
and mechanical conveyor systems, exploring the entire field of mechanical ¢con- 
veyor equipment, mechanizing to the maximum all facilities for moving paper 
and other items; (6) expand the use of visual aids; (7) continue the determina- 
tion of essentiality, standardization, simplification, control and improvement of 
forms and form letters; (8) subject all VA issues to constant analysis and review 
to simplify, keep current, and hold to a minimum; (9) continue tight controls 
on reproduction equipment, and improve publications control: (10) continue liai- 
son with the Defense Department and other agencies to assure prompt and satis- 
factory exchange of records, services and information affecting veterans benefits; 
(11) continue studies and other activities which assure progressive mail handling 
methods and minimum mail costs: and (12) continue studies and analyses which 
assure up-to-date employee and beneficiary travel regulations and procedures, 
We also plan to (13) continue to maintain a basic historical manuscript collee- 
tion of top staff administrative issues, and develop and process certain materials 
for publication in the VA regulations, Federal Register, Code of Federal Regula- 
tions, and other media. 


Records Management Division 

Conduct of comprehensive, agencywide promotional and educational programs 
to reorganize, revitalize and improve correct records maintenance and _ protec- 
tion policies and practices. This will be accomplished through (1) appraisals 
and analyses of problem areas and through (2) direct assistance to the operat- 
ing departments in such areas as: (a) new record formats produced by and for 
the application of electronic data processing systems, (b) simplification of eor- 
respondence filing systems agencywide, and (c) reappraisal of content and main- 
tenance practices with respect to the numbered veterans files which constitute 
the major records series of the Agency. Plan similar programs in other major 
paperwork areas such as records disposition, documentation, filing equipment and 
standards, for subsequent fiscal years. Continue present emphasis on improve- 
ment and simplification of all aspects of the agencywide paperwork management 
program. 
Data Processing Division 

(1) Appraise and evaluate the automatic data processing program of the 
Agency for the Assistant Administrator for Management Services and assist 
him in his role as adviser to the Administrator in this field: (2) previde 
mathematical assistance and programing support for medical research projects: 
(3) participate in the systems design and programing effort in the areas of 
supply, fiscal, payroll, and medical administration; (4) develop long-range plans 
for integrating the data processing systems and equipment requirements of the 
Agency; (5) maintain current information on advanced development in ADP 
system techniques and equipment; (6) conduct a continuing ADP educational 
program for the Agency’s top management staff and operating personnel. 
Telecommunications Division 

Advanced research and engineering of (1) data transmission systems: (2) 
digital instrumentation; (8) teletype systems: (4) telephone system: (5) radio 
systems; (6) facsimile; (7) closed circuit TV; (8) emergency communications 
system; and (9) intra-station application such as nurse-patient, audio-visual, 
remote dictation, and intercommunications. 

Staff management for above through (1) systematic review and evaluation; 
(2) standards and guidelines; (3) technical supervision; and (4) operating 
procedures. 
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Office Administration Service 

Requirements are based on workload trends and forecasts and the application 
of work measurement standards where such standards have been established. 
Office of Director 

This office is responsible to the Assistant Administrator for Management 
Services for providing supporting office services for central office; including 
(a) finance; (b) mail, messenger, telecommunication and records; (¢) cen- 
tralized printing and distribution; (d) supply; (e) automatic data processing ; 
(f) audio and visual aids, and (g) space utilization, safety, and miscellaneous 
housekeeping. 

Office Services Division 

Office Services Division is our largest division and performs many of the 
varied basic services for central office, as well as providing index, claims and 
jnsurance locator files services, for all of VA. Also registers all claim numbers 
assigned by field offices, and assigns office of jurisdiction to death claims. This 
division provides central office communications services, including mail, tele- 
phone, teletype, and dictograph. Its St. Louis liaison office, as well as the 
local office, furnishes research service on records of former servicemen 
Finance Division 

The Finance Division is responsible for the administration of a complete 
fiscal program for the central office which includes: (a) maintenance of salary 
and retirement accounts for all employees in central office; (b) accounting of 
moneys withheld for Federal taxes, social security taxes, and retirement funds: 
(c) maintenance of time and leave records, audit and certification of vouchers 
covering all payments under the jurisdiction of central office for purchases of 
supplies and equipment, tort claims, travel vouchers, and other items. 

Central Office Supply Division 

Details and justification of this Division are shown under Consolidated 
Supply Activities, volume II, section 24. 

Machine Records and Accounting Division 

This division is responsible for providing automatic data processing services 
as required to meet the requirements of all VA departments, Veterans Benefits 
Office and central office staff activities, except where separate installations have 
been established. 

Visual Aids Division 

Functions of the Visual Aids Division involve the planning, coordination and 
execution of a comprehensive program of visual presentations of information 
and data concerning VA programs, activities and subject matters. 

Building Management Division 

Planning and coordinating building and equipment improvements, including 
repairs and maintenance, real property and space utilization, civil defense exer- 
cises, safety and fire protection, in all VA buildings in the Washington, D.C. 
metropolitan area, except hospitals. 

Mr. Tuomas. The Assistant Administrator for Management Serv- 
ices formulates and recommends to the Administrator general policies 
and plans of VA-wide application pertaining to purchasing and 
supply, and office operations and administration. He advises and 
assists the heads of the departments and other top officials. 

The Office Method Service is responsible for a large number of 
things shown on this page. 

What new policies do you have in the 1961 fiscal year that you did 
not have 4 or 5 years ago and what is the need of this staff continually 
getting this large’? It is a well-settled organization now and you do 
not change these policies overnight. 

These are not the housekeeping employees, are they? This is the 
braintrust section. 

Mr. Wrirtter. Management services does two things basically. It 
is the housekeeping outfit for central office, first. 
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Mr. Tuomas. Do you have housekeeping employees mixed up in 
Office Methods Service. 

Mr. Wuirrier. No housekeeping here. 

Mr. Tuomas. These are all braintrusters. What is the job classifi. 
cation? Read that into the record. This is where you have the 
central office control. 

Mr. Wurrtter. There is no control here. 

Mr. Provan. We are mixing Office Services Division with Office 
Methods Service. 

Mr. Tuomas. 380, 1 more than last year. What do you do? 

This states overall planning, policy development, and _ staff 
guidance. 

It refers to continuous appraisal and evaluation of VA operations 
for developing improved policies, plans and management techniques, 
and so forth, 380 people. 

What will you do in 1961 that you did not do in former years? 
Do you make a plan one day and tear it up that night and start over 
again ? 

Mr. Monk. This is Office Method Service which has 54 people, 
Page 5-46 shows this detail. 

Mr. Tuomas. You have a total of 380 Office Services. The Office 
Methods Service has 54 people. 

Mr. Monk. That is right. 

Mr. Tuomas. Supply Management Service has how many? 

Mr. Monk. Thirty-five. 

Mr. Tuomas. The Finance Division has 49. 

Mr. Monk. That is the same as one of the field finance offices. 

Mr. Tuomas. We should have added this to the Controller crowd, 
54 more ¢ 

Mr. Wurrtier. No. 

Mr. Provan. This is one of the finance paying offices. It is the 
same as a field finance division. 


CENTRAL OFFICE SUPPLY DIVISION 


Mr. Tuomas. I see 26 people for Mr. O'Neil. 
Mr. O’New. Central Office Supply Division. 
Mr. Tuomas. That is you, is it not? 
Mr. O’Nem. No. 
Mr. Tuomas. You mean you have 26 people to boss you? I thought 
it would take more than that. 
P Ww hat do the 26 people do that Mr. O’Neil’s crowd do not already 
o% 
Mr. Provan. They are supply operations. 
Mr. THomas. You mean they do not buy from Mr. O’Neil ? 
Mr. Provan. They buy from Mr. O’Neil. They are like a supply 
office in a hospital. 
Mr. Tuomas. Now we go back into each of the Bureaus, such as 
Medicine, for example. 
Benefits do not have any ? 
Mr. Driver. No. 
Mr. Tomas. How do you get the supply ? 
Mr. Wurrrier. Medical has all of the supply for the field. 
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Mr. Tuomas. What are you doing with these 26 in the Supply Divi- 
sion ? aay 

Mr. Provan. This is a central office supply division, just as there is 
afield office supply division 

Mr. Tuomas. They operate a store? 

Mr. Provan. That is right. 

Mr. Tuomas. Where is it located ? 

Mr. Provan. In Central Office. 

Mr. Tuomas. What is the volume of business you do? 

Mr. Provan. It runs around three-quarters of a million dollars. 

Mr. Tuomas. That is a little canteen, a store, or whatever you call 
it You have 26 people there who issue the supplies for the central 
office. 

Mr. Provan. And do all the purchasing of equipment and direct 
purchases for the central office. 

Mr. THomas. How many people do you have working in the store? 
You speak of direct purchases for other than store items. 

How do you break down these 26 people ? 

Mr. Provan. We have about five people who do the buying for direct 
purchases. The rest handle inventories, warehousing, and distribu- 
tion. 





SUPPLY FUND 


Mr. Tuomas. We will look at Mr. O’Neil’s supply fund. He gave us 
fine figures but not one word beyond that. 

Insert pages 6-2 through 6-5. 

(The pages referred to follow :) 


SuppLty Funp 


A. Sources and application of funds (operations) 




















1959 actual | 1960 estimate | 1961 estimate 
Gross expenditures (funds applied): 
Procurement and services program: | 
Acquisition of equipment_.._................... uasihiaibie $2, 729 $5, 000 $450 
Expense | 
IIS did cnicdebcpenpecitncattomainn pelcsaabitidap eas hanmieduninal 129, 987, 322 134, 233, 945 133, 999, 841 
a | 231, 264 239, 197 244, 050 
IT ta eee 40, 762 40, 683 40, 975 
Other direct operating expense......_.-....---.-.-..-- 341, 938 | 354, 177 359, 968 
ORSON GONG... wcanecucecsecceascous } 1, 292, 520 1, 316, 366 1, 316, 074 
Publications and reproduction program: | 
Acquisition of equipment.-_...............-..-- waren 20, 857 | 82, 134 | 25, 355 
Expense: 
SIE di iB alts essence etch tiated sido 1, 535, 341 1, 838, 063 1, 749, 748 
Direct labor a SS ee ee 1, 108, 479 | 1, 157, 642 1, 152, 238 
Other applied expense Fete hice naan emeel 64, 128 47, 696 | 51, 869 
Transportation expense__..._.......---- ibpbickigubanuhs 137, 450 106, 719 144, 000 
Increase in selected working capital_............-...._.- | 15, 934, 505 |........ dab-<aedibahtaeeniainteiigiaii ks 
Total gross expenditures. .............-.--......-.......| 150, 697, 295 |} 139, 421, 622 139, 084, 568 
Receipts from operations (funds provided): 
Procurement and services program: Revenue: 
Sales of goods and services__..............- «o-------| 134, 993,048 135, 273, 770 135, 282, 960 
Seemee TROGUING.... . .nccnncccececes okie amped os 762, 671 775, 000 775, 000 
Publications and reproduction program: Revenue: Sales__| 3, 110, 534 3, 084, 156 3, 143, 101 
Decrease in selected working capital. .................-.--]-...---._.___.] i iiccdconen 
Total receipts from operations ._...............-.......- | 138,866,253 | 139, 135, 556 139, 201, 061 
Budget expenditures...........--.-.--------ee---------- | 11,881, 042 286, 066 —116, 493 
a ee 


53225—60—pt. 225 
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Procurement and services program: 
Revenue: 

Sales of goods and services.................__- 

SE ocucneccdcacsses 


a cineeehone 
Expense: 
Cost of goods and services sold: 
Purchases 
Increase (—) or decrease in inventory: 
Operating and stock : 
Work in process 
Direct labor y eae 
Other applied expense 


Cost of goods and services sold 
Other direct operating expense _- é 
Depreciation in operating equipment 
Transportation expense. -_- 


Total expense___--- cigennneetaen 


Net operating income or loss (—), procurement and 
services program ‘ ‘1% 


Publications and reproduction program: Revenue: Sales 
Total revenue 


Expense: 
Cost of goods sold 

Purchases 

Capitalization adjustment-inventory 

Increase (—) or decrease in inventory 
Operating 
Work in process 

Direct labor 

Other applied expense 

Transportation expense 


Cost of goods sold 
Depreciation 


Total expense 


Net operating income or loss 
production program 


, publication 


Nonoperating los Net loss ) from sale of equipment 


Net income or loss ) for the yea 
Analysis of retained earnings 
Retained earnings, beginning of year 
Payment of earnings to Treasury 


Retained earnings, end of year 


—_ 


w 


B. Revenue, expense, and retained earnings 


| $134, 993, 048 


762, 671 


135, 755, 719 


987, 322 


921 | 
008 | 


264 


762 


52, 261 
, 038 
5, 380 
520 | 


099 | 


, 380 


534 


534 


341 


, 849 


_ 839 


930 
479 
128 


, 450 


76, 318 
, 119 


OUT 


200) 


$3, 242 


242 


| 
| 


$135, 273, 770 
775, 000 | 


136, 048, 770 


134, 233, 045 


— 382, 207 


1, 166 


239, 197 | 


40, 683 


, 132, 784 | 


354, 177 
6, 700 


, 316, 366 


35, 810, 027 


238, 743 


3, 084, 156 


3, O84, 156 


i 


1959 actual | 1960 estimate | 1961 estimate 


ec 


92, 882 


40, 975 


134, 374, 748 
350, 968 
7,170 

1, 316, 074 


1, 749, 748 


7,45 


mS 


1, 152, 238 
51, 849 
144, 000 


3, 105, 307 
37, 7M 





3, 143, 101 
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C. Financial condition 











eerie ninsaiajasindts 
| 1959 actual | 1960 estimate | 1961 estimate 
a. ee SE ae ashamed el ic = omsitiaaatiaiies-cedenttele 
Assets: | 
i TOOT 0a nacnsecwsnwsisnedon ds Seach Sel cine clita | $11,397,905 | $11,111,920 | $11,228,422 
crac ines icc mtetntemtaiiieinmstbigetinatniediestiteain-inahnddieiinae 821, 922 350, 000 } 350, 000 
I no sic emomnnwiainl nemeineinmamins 7, 786, 488 7, 800, 000 | 7, 8300, 000 
eit ines ntninertiih boo aanbiese de wad chou enkopeceie) 619, 177 80, 000 | 80, 000 
Inventories: } | 
I TIE NI 6. .c cannon nmannnaiincnnen | 27,249, 675 27, 631, 882 27, 539, 000 
Publications and reproduction_........-.-.....- 713, 798 808, 495 | 801, 043 
gO eee 23, 724 | 23. 000 26, 000 
Geatating equipment, net... .......2-6s0ss-eenyno-seeeese= 214, 666 263, 755 244, 596 
Total assets_......_. bik Se ddkeed Pddtbuoddduy ne owiiekte daa 48, 327, 445 48, 069, 061 48, 069, 061 
Liabilities, current: peda, 
ee one ae eee eeu 8, 374, 072 





7, 900, 000 


GRIND occ). d55 5. nelibeucheds), -nilidn bedi 520, 885 | 500,000 | 500, 000 
I i ee en | 8, 894, 957 8, 400, 000 8, 400, 000 
Government investment, non-interest-bearing capital: | 4 : ae 
RIS 2668 oad Sk A 39, 687,910 | 39,669,061 | 39,669,061 
Capitalization adjustment-inventory-_._.......-..-....---] —18, 849 | pa tee oe : 


I BN oUt a ow al iiidiem meee it ees 


36, 669, 061 | 
Retained earnings or deficit (—) 


— 236, 573 


39, 669, 061 39, 669, 061 


Total Government investment.._. 39, 432, 488 39, 669, 061 39, 669, 061 





eng —_ = — PSNR —E a a 


Mr. Tuomas. Tell us what you are doing, Mr. O'Neil, and why, the 
status of your fund, and so forth. 

Then you can rewrite it and give us a good history and breakdown. 

Mr. O’New. The supporting text covering the supply program is 
almost entirely in the back of the book, under section 24, the consoli- 
dated supply program. 

Mr. THomas. Spell out the fund. 

Mr. O’Net. These are three charts prescribed by Bureau of the 
Budget Circular A-11 to be presented in this form. The first one 
is the source and application of funds, total gross expenditures from 
the fund in 1959 being $150,697,295. 

Mr. Tuomas. Tell us how much in the way of appropriated funds 
you have. 

Mr. O’New. Over $39 million, a little less than $40 million. 
net worth is shown on chart C, financial condition. 

In the year 1959 the net worth, that is, the Government’s invest- 
ment, was $59,669,061. 

Mr. Tuomas. What do you do with the supplies? 

Mr. O’New. We purchase supplies, equipment, and services for the 
appropriations. During 1959 we provided the appropriations with 
$154,993,048 worth of supplies, equipment, and services. 

We operated with a slight loss for the year, but our objective is a 
break-even zero profit or loss. 

_ We closed the year with two-tenths of 1 percent loss. 
ing tolerance standard is a half of 1 percent. 

Mr. Tuomas. Under the depot activities, you do not give us too 
much information, do you? 

Mr. O’Net.. That is set out later, sir, under tab 24. 

Mr. Tuomas. Thank you, Brother O'Neil. 

You are still a good merchant, are you not ? 

Mr.O’Net. Yes, sir. 


The 


Our operat- 
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DEPARTMENT OF VETERANS’ BENEFITS 


Mr. Evins. Now we are in the heart of of the program of the VA, 
the benefits program. 

Insert in the record pages 7-2, 7-3, 7-4. 

(The pages referred to follow :) 


ALL APPROPRIATONS, $4,301,501,000 


SUMMARY 


The total amount requested for fiscal year 1961 is $4,301,501,000. This reflects 
increases of over $220 million from fiscal year 1959 and $183 million from fisea} 
year 1960. 

These requirements can be classified into four major categories: (1) Genera} 
operating expenses, (2) compensation and pensions, (3) readjustment benefits, 
and (4) grants to the Republic of the Philippines. 

The following table summarizes in millions of dollars the actual amounts 
appropriated for fiscal year 1959, the appropriations for fiscal year 1960 plus 
estimated supplemental amounts required, and the fiscal year 1961 requirements, 


Summary of requirements 


{In millions] 








Actual, Estimated, | Estimated, | Increase (+) 

fiscal year fiscal year | fiscal year or decrease 

1959 1960 1961 (—), 1961 

over 1960 
eee vueenas i euitendaibanes’ J ehtie 

} 

General operating expemses_..........-.-...----| $127.7 2 $126.4 | $116.0 —$10.4 
Compensation and pensions_..........-......-- 13, 273.3 $3, 405.0 | 3, 840.0 | +-435.0 
Readjustment benefits.............---.-------- 1 679.2 585. 0 344.0 —241.0 
Grants to Republic of the Philippines........_- 1.2 2.0 | 1.5 =-,§ 
Total appropriation (estimates) .......... 4, 081.4 | 4,118.4 4, 301.5 | 183.1 








1 Includes transfer of $20,800,000 from “Readjustment benefits’’ to ““Compensation and pensions.”’ 
2 Includes $2,200,000 proposed supplemental. 
3 Includes $105 million proposed supplemental, 


Estimated requirements in each of the above appropriations are explained 
and justified in detail in subsequent sections of this submission. In addition, 
there follows certain highlights summarizing the effects of Public Law 86-211, 
the recently enacted veterans’ pension law which becomes effective July 1, 1960, 
and other significant information. 


NEW LEGISLATION REQUIREMENTS—SU M MARY 


“General operating expenses” appropriation 

Additional “General operating expenses” appropriation requirements are ex- 
pected to result from Public Law 86-211 which modified the VA pension program 
for veterans of World War I, World War II, and the Korean conflict, and their 
widows and children. These additional requirements are summarized below 
and justified in detail in succeeding paragraphs. 


G 
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Fiscal year 1960 Fiscal year 1961 














Average Average 
employ- Amount employ- Amount 

ment ment 

—_—— = 2 ae ———— — — _ SSS eee - = > am - | —_ —_ — 
General operating expenses appropriation: | . ae 

Compensation and pensions program ......-.......-...- 283 | $2, 125, 000 409 $2, 554, 100 
Chief attorney program. ---. ade ‘s ssn in incense dainctg a deans nepal ihiaenieeeiete 174 1, 405, 100 
Conthet program... 2. . 222. 5 eon sLiabel ee 63 | 390, 000 29 177, 000 
ee eg ay isillnie iesar ideale uted 99 537, 000 45 222, 800 
Total Lnicbibdbndeutbap hihi 445 3, 052, 000 657 4, 359, 000 
Less absorbed within available funds suai aaienanonel —2 —852, 000 |.......--- |------------ 

z - an —_— ss | 
RAN inate ate litinstoempenetiiel 416 | 2, 200,000 | 657 | 4,359,000 








Compensation and pensions appropriation 


Implementation of Public Law 86-211 will increase “Compensation and pen- 
sions” appropriation requirements by an estimated $284 million in fiscal year 
1961. This amount is divided as follows: 

(1) for providing equalization of death pension eligibility for widows and 
children of World War I, World War II, and Korean conflict veterans ($135.5 
million) ; and 

(2) for implementing a sliding scale of pension benefits, based on the 
income and dependency status of the recipient ($148.5 million). 

Additional costs are attributable to the following: 


Increase in rates for 838,000 cases presently on the rolls_____---- * $118, 050, 000 
Addition of 72,000 cases to the rolls because of higher income 
NIN isis is eoeelssthw wii de eercancei acca sy es mc reap lesen aliblecetrnictetiniias 30, 432, 000 
Addition of 181,000 cases to the rolls because of equalization of 
it eich CII IE.,....:1.» hit en anmennnheenenmanepenbve 135, 518, 000 
re ereecumcdabimememaliamineeainians taiaen tone 284, 000, 000 


1Includes allowance for invalid lift, rounded to add to total. 


OTHER SIGNIFICANT INFORMATION 


General operating erpenses appropriation 

The actual cost in fiscal year 1959 was $127,672,562. Estimated requirements 
for fiscal year 1960 and fiscal year 1961 are $126,417,000 and $116,001,000. The 
amount for fiscal year 1960 and fiscal year 1961 includes requirements for the 
new veterans’ pension law of $3,052,000 and $4,359,000, respectively. In addi- 
tion, the estimate for fiscal year 1961 includes a $912,674 contribution to the 
Federal employees’ health benefit fund which becomes effective July 1, 1960. 
Therefore, excluding new legislation requirements, a decrease from fiscal year 
1959 operating levels of $4,307,562 in fiscal year 1960 and an additional $12,635,674 
in fiscal year 1961 is being estimated. 

Average employment of 18,823 experienced in fiscal year 1959 is reduced to 
18,148 in fiscal year 1960 and to 16,714 in fiscal year 1961. Excluding additional 
requirements for new legislation, the average employment estimate for fiscal 
year 1961 is 2,766 below the actual for fiscal year 1959. 

Savings as a result of workload consolidations are based on completed plans; 
12 in V.R. & E.; 2 in loan guaranty; and 2 in office of chief attorney, and the 
intraoffice establishment of administrative management divisions or service 
divisions at 22 regional offices. 

Conversion from a manual to a punch card compensation and pension benefit 
payment system was completed with the October 1959 reports. All regional 
offices making C. & P, payments except Manila, Honolulu, and Juneau are under 
the punch card system. This conversion was preliminary to the installation of 
an automatic data processing system to go into effect in January 1960, on a 
scheduled basis, to be completed by December 31, 1960, or as soon as possible 
thereafter. It is estimated 539 positions will be saved in compensation and 
pension, finance, and administrative divisions during fiscal year 1961 as a result 
of this conversion. As an offset to these savings, 52 positions will be added to 
the staff of the processing center during the budget year. Fund requirements 
for the processing center and anticipated savings are explained within the 
appropriate program justifications. 
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The target date for completion of the current review of compensation and 
pension cases is June 30, 1961. As of September 1959, 63.9 percent of the cages 
identified for review have been completed. Increased activity during the 
remainder of fiscal year 1960 and 1961 will result in the timely completion of 
the review. 


GENERAL OPERATING EXPENSES 


Mr. Evins. You are asking for $116,001,000 here for “General ad- 
ministrative expense,” for administering all veterans’ benefit programs 
enacted by Congress. 

Is that right, Mr. Administrator? 

Mr. Wuirtrer. Yes, sir. 

Mr. Evins. You point out on page 8-2 the costs increased because 
of the civil service retirement fund, Federal employees group life 
insurance, and Federal employees health benefit fund. 

Are there any other increased costs? You also mention social ge- 
curity, FICA. What is that? 

Mr. Monk. We have a few part-time employees who are eligible 
for social security benefits for whom we make an employer's contribu- 
tion. 

Mr. Evins. Do you contract for part-time employees to do special 
jobs ? 

Mr. Monx. These are temporary employees. 


CENTRAL OFFICE 


Mr. Evrns. I notice in the summary of the activities that you have 
six decreases and four increases. You have an increase for the central 
office, $21,554. 

Is that explained by the health insurance ? 

Mr. Monk. Yes, sir. 

Mr. Evins. The manager is the manager of the central office ? 

Mr. Monk. Field station managers, sir. 


CHIEF ATTORNEY 


Mr. Evins. The Chief Attorney is asking for an increase of $1,- 
360,313. 

Mr. Monx. Mostly for investigations by field examiners in the Chief 
Attorney’s Office in connection with the appointment of fiduciaries 
for the beneficiaries coming in under Public Law 86-211. 


FIDUCIARY AND RESERVE ACCOUNT 


Mr. Evins. How is that fiduciary and reserve account working out! 
How much money do you have in the banks for the heirs of veterans? 
How is that handled? 

Mr. Driver. We had about 340,000 wards on the rolls in 1955. This 
figure in 1959 has gone up to about 380,000. It will show a substan- 
tial rise from now until 1965 going to about 700,000 wards mainly—— 

Mr. Evins. How many ? 

Mr. Driver. About 700,000 by 1965 because of the enactment of the 
new pension law. 

At that point it will gradually begin to taper off. Most of these 
wards are minors, children of veterans. 
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Through 1965 this program will show a gradual and then a rather 
sharp increase, and from that point on a decline. 

You wanted me to talk to you about this in general. This pro- 

m was established as a result of the World War Veterans Act of 
1924. Section 21 of that act resulted from investigations which 
showed that fiduciaries, people looking after the Saad of incompe- 
tent veterans and minors of these veterans were not acting in the best 
interest of the veteran or the Government. 

Frequently, even though the accounts were filed with the courts, 
they were done so only when the fiduciary chose to do so and in many 
jurisdictions the account was accepted without any attempt to audit. 

Mr. Evins. Can you tell us over the years how much the banks 
have profited from handling these funds? Of course, they are render- 
ing a service to the VA. 

Mr. Driver. It is not the banks, sir. They do not necessarily act 
that way. They can, of course. We have many private guardians. 
In the usual case there will be a legal custodian who might be the 
mother of the child or the father, or we will have the wife of the in- 
competent veteran. 

We will do this because there would be a charge by the legal guard- 
jan for services rendered against the fund and we can conserve this 
if we had a member of the family. 

We have under guardianship control approximately $700 million. 

$400 million is in Government bonds, $176 million in savings ac- 
counts, and $45 million in miscellaneous deposits. 

Mr. Evins. What do you need in there mostly, accountants or at- 
torneys to look after the $700 million ¢ 

Mr. Driver. Different people for different functions. Seven hun- 
dred attorneys conduct field examinations, appear in court, and do 
normal legal work for which someone who is not an attorney would 
not be qualified nor acceptable by the court. 

In addition we need several hundred employees who are clerks, 
audit accountants, typists, and the general run of office clerical work. 


COMPENSATION AND PENSIONS 


Mr. Evrns. You show a decrease in “Compensations and pensions.” 
How do you explain the reduction there in compensations and 
pensions ¢ 

Mr. Driver. If we started back in 1959 we can trace it better. You 
will notice in 1959 we have $26.1 million. Then we go to $29.3 million 
in 1961. 

In 1960 we will accomplish a great deal of the initial workload in 
transferring the present rolls to the new rolls. Therefore we will 
have a decline of $674,000 from 1960 to 1961 but a substantial increase 
in 1961 over 1959. 


SUMMARY OF EXPENSES AND WORKLOAD 


Mr. Evins. The loan guarantee is shown in the summary. 

Mr. Driver. Yes, sir. 

Mr. Evins. Insert pages 8-5, 8-6, 8-7, and 8-8 in the record. 
(The pages edeved to follow :) 
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Comparative summary of requirements by detailed object and subobject of expendityre 


Average employment: 


Central office 









ee aboeanneimae 
CE SUNT. oon cin etncatdbasoaasbabs 
RR xii ckiddueiine dnt betocatidhhientnes 
Compensation and pension................. 
Vocational rehabilitation and education_.-.| 
kn waa 
Geen Gn Wie eee 12 cei eddccckicce coe 
Automatic data-processing center - 

Total average employment............... 

Cost: 

01 Personal services: 


Central office 
ae eetinswasieiden 
Chief attorney 
a 
Compensation and pension_........ 
Vocational rehabilitation and edu- 
cation 

Loan guarantee 

Office services... 

Automatic data- proc essing ‘center 


Total, personal services. - 


02 


¢ 


3 


06 


08 


09 


ll 


13 


x 


Travel: 
Employee... 

Local 
Beneficiary_.__. 
Transportation of things: 

Other—transportation of things-- -- 
Shipment of household goods_._-...- 
Parcel-post, reimbursement 
Communication services: 
Telephone, eres, 
Penalty mail. 
Nonpenalty mail_..._--- 
Rents and utility services: 
Rerital of real property 
Rental of equipment 
IN i El ent a eprint bees 
Printing and reproduction 
Other contractual services: 
Federal employees life insurance 
fund 2 
Federal employees health insur: ance 
Repair of furniture and equipment 
Hire of GSA motor vehicles__. ; 
Miscellaneous contractual services 
a ake 
Handling charges (veterans’ reha- 
bilitation and education)......._- 
Counseling fee basis ........._-- 
Education and training reporting 
allowance 
Miscellaneous contractual services 
by institutions and organizations 
Supplies and materials: 
Office supplies and materials 
Books for legal libraries. ...__.-- 
Newspapers and periodicals 
Books for libraries (excluding legal) 
Operation 
plies 
Flags 
Equipment: 
Furniture and fixtures a 
Automotive nonpassenger __ - 
Grants, subsidies, and contributions: 
Grants to States 
Civil service retirement fund_ 
Refunds, awards, and indemnities . 
Taxes and assessments 


Total] cost.. es 
Less: Common service_.............-- 


Net cost. 
Less: 


and maintenance sup- 


Proposed supplement: al_ 


Funds available 


























— 2, 200, 


000 


124, 217, 000 

















ee eee 
Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 | 1961 (—), 1961 
} | Over 1960 
age aiteppneyestiaincnennee i | ah 
j 
564 | 560 560 |....... 
415 | 415 | 412 | or 
1, 499 1, 503 | 1, 680 +177 
1, 602 1, 566 1, 435 -131 
3, 748 } 3, 890 3, 957 | +67 
2, 096 1, 725 | 1, 409 | ~316 
2. 544 | 2, 560 2, 014 | — 546 
6, 355 | 5, 906 | 5, 172 | oa 
teat aa etna 23 75 aa 
18, 823 | 18, 148 | 16,714 —1, 434 
$4, 493, 481 $4, 499, 639 $4, 495, 600 —$4, 039 
3, 340, 471 3, 393, 662 3, 388, 529 —5, 133 
9, 127,003 9, 416, 778 10, 263, 120 +846, 342 
9, 173, 483 | 9, 078, 036 | 8, 312, 955 —765, 081 
23, 633,883 | 26,208,949 | 25, 687,929 | —611, 02 
| 
12,719,088 | 10, 749, 583 | 8, 876, 700 —1, 872, 83 
14, 298,393 | 14,530,100 | 11,473,758 | —3.056,342 
28, 290, 304 26, 897,624 | 23,439,861 | —3, 457,783 
152, 516 | 397, 295 +244, 779 
105, 085, 106 | 105,016,887 | 96,335, 747 —8, 8, 681, 140 
2, 234, 603 | 2, 270, 000 2, 450, 000 +180, 000 
187, 332 180, 330 169, 330 —11,000 
256, 042 | 250, 000 240, 000 | —10, 000 
45, 593 | 217,900 | 35, 400 —182, 500 
187, 249 | 154, 505 169, 700 +15, 195 
52, 000 42, 000 | 42, 000 |----------... 
1,099,828 | 1,064,500 | —_1, 020, 000 | —44, 500 
1, 007, 658 | 969,731 | 1,000,000 +30, 269 
44, 200 | 39, 000 | 39, 000 | . 
7, 355 3, 613 | 1,613 | —2, 000 
1,112 232 1, 283, 900 1, 530, 736 +246, 836 
; 19, 000 | 19, 000. fecece<dis et 
1, 119, 162 | 1, 103, 000 | 1, 020, 500 — 82, 500 
| 
337, 5a 338, 674 309, 351 —29, 323 
DS dhceennlle Sealboc wes ; 912, 674 +912, 674 
251, 995 257. 500 250, 000 —7, 00 
78 | 100 100 ouneail 
415, 31 410, 500 | 402, 500 —8, 000 
56, 692 | 49, 000 | 36, 250 —12, 780 
2, 302 | 322, 400 | 170, 000 — 152, 400 
| | 
5, 637, 848 | 4, 154, 600 | > 863, 000 —1, 291, 600 
| 
268, 821 246, 500 250, 000 +3, 500 
804, 104 | 833, 050 71, 250 | 
32, 749 | 32, 250 32, 250 | 
1,111 | 1, 050 1, 050 
5, 889 5, 650 | 5, 650 | 
| | 
62, 441 | 45, 200 39, 700 | —5, 00 
397. 609 412, 000 434, 000 +22, 000 
771 1, 051, 700 786, 500 — 265, 200 
oF 14, 700 | —14, 700 
2. O71, 826 1, 860, 000 1. 560. 000 — 300, 000 
6, 633, 693 6, 688, 618 6, 172, 465 —516, 15383 
ZA, B52 j.<--<. ‘ Petia) SS eS 
28 620 | 26, 363 | 24 390 | —1, 973 
131, 089, 687 | 129, 364, 221 | 119, 094, 156 | —10; 270,065 
—3, 417, 125 —2, 947, 221 i 3, 093 156 | 7h 145, 935 
127, 672, 562 | 126, 417,000 | 116, 001,000 | —10, 416,000 
| 
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Summary of major workloads 


Neen nnn ee ene nnnnnn ene nncnnnnnncne nrc cnenn 


a ameter cae aetna 


1, Chief attorney: 
Total wards (end of year) 
NINES GIMIUOG . .. . . coccencsucceuccncestheddian cesta 
Field examinations completed DFaindiidinedohieand widen 
Loan guarantee opinions and foreclosure suits 1 
2, Contact: 
I a laa laches dali ee ne 
Ge EMEP WIOWE.. . <.ncnc dsc cocnetnwhcucdecuteoncn 
Applications and forms prepared 
Correspondence prepared 
Seer Ser WIGS. .. .... cesnccanewensunn 
3. Compensation and pension: 
Disability: 
DOT OOIONE 245... ocdinbs sddelbacdcons 
Rating actions (excluding dental)............_... 
I II II ss << in cece apctaeenchchetiomenineesaeietronmeinn 
Death: | 
Authorization actions (excluding burial) 
Authorization actions (burial)...................... 
I te a ccinkangaane | 
4, Vocational rehabilitation and education: | 
Average number trainees: 
Vocational rehabilitation 
EG GUE... nonndulinndsnonwwctesnibidi | 
War orphans 
Cases of counseling: 





tn 


, Loan guars antec: 
Appraisal requests rece ‘ived (units) | 
Guaranteed insurance loan applications receive od 
Guaranteed insurance mame closed 
Direct loans closed and disbursed--.-.................-- 
Guaranteed insurance defaults processed « luring year.__ 
a a lemme 
oe Oe EE eee eee ae 
Average number loans owned 
Paraplegic grants disbursed............................ 

6. Finance: 
Recurring payments—Compensation and pension and | 

vocational rehabilitation............................. | 
Recurring payments— Readjustment training and war 
Oe ene 
Recurring payments—lInsurance 

. Administrative: 
ee ee. a See ee mal 
nd nd SUE, ccisisleimenmos 
Is i kcteiwe ceainavaa sR eENNRE se eunb tener 
on numbers assigned 

C-file lookups... 
Rehabilitation and education lookups................-- 
Loan guarantee file lookups. ..........................- | 





1 Includes 1,933 foreign cases transferred from central office to Veterans Benefits 


cluded for comparability). 


Actual, 
fiscal year 
1959s 





| 
$380, 843 | 
312, 788 | 
163, 127 | 
34, 183 


289, 573 | 
595 
293, 656 
317, 542 | 
831, 252 | 





hi 


776, 607 
1, 022, 051 
29, 409 


475, 020 
163, 014 
112, 420 


11, 439 
424, 995 
4, 486 | 


38, 513 
17, 823 


373, 789 
236, 787 
206, 810 
18, 996 
91, 578 
10, 881 
10, 466 
139, 731 
346 


42, 168, 300 


3, 735, 835 
3, 759, 348 


53, 437, 683 
8, 208, 365 
802, 181 
328, 232 | 
9, 598, 503 
7, O11, 133 
4, 477, 591 


Estimated, 
fiscal year 
1960 


$390, 000 | 
324, 900 | 


200, 000 
36, 800 


279, 000 
, 148, 000 
, 370, 000 
, 313, 000 
766, 500 


bo 





1, 125, 000 
20, 000 


920, 000 
175, 000 
117, 000 


10, 000 
300, 000 
8, 000 


34, 000 
9, 500 


329, 000 


205, 000 | 





189, 000 | 


203, 600 
31, 900 
82, 491 

8, 800 
&, 250 
169, 000 
430 


40, 518, 224 | 


~ 


026, 026 
496, 194 


ge 


, 500, 000 


ot 
=] = 


807, 000 
390, 000 
, 908, 000 
, 500, 000 
400, 000 


If 


a 


837, 000 | 


Estimated, 
fiscal year 
1961 


$532, 000 
332, 900 
225, 000 

27, 000 


3, 944, 000 
3, 827, 000 
2, 149, 000 
1, 163, 000 

727, 000 


1, 026, 000 
1, 125, 000 
16, 000 


714, 000 
182, 000 
122, 000 


7, 400 
200, 000 
10, 500 


31, 000 
5, 000 


200, 000 
180, 000 
165, 000 
9, 400 
82, 520 
9, 000 

8, 500 
197, 000 
430 


18, 689, 988 


2, 178, 739 
3, 286, 422 


48, 820, 000 
2, 000 
704, 000 
311, 000 





3, 750, 000 


Office in July 1959 (in- 
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CENTRAL OFFICE 


Mr. Evins. 





This shows a breakdown of the workload for each sery- 


ice in the central office for the Department of Veterans Benefits, page 


8-10, $5,653,166. 

Ave erage employment total is the same but 
with 560 remploy ees in the central] office. 

(The page referred to follows :) 


CENTRAL Orrice, $5,653,166 


Summary of requirements 


Actual, Estimated, 
fiscal year | fiscal year 
1950 1960 
Average employment: 
Chief Benefits Director_...................- 8 | 12 
CO eae | 80 | 77 | 
Systems and standards service... _______- #4 | 31 
Compensation and pension....._......____.} 116 | 116 
Vocational rehabilitation and education ____| 53 47 
Ea eS a 67 | 67 | 
Guardianship service_.....................- | 18 | 18 
Contract and foreign affairs_._.............} 26 | 26 
Administrative service....................- | 50 | 53 | 
Neen nn as 83 84 | 
I ee 29 | 29 
Total average employment___...........- | 564 | 560 
Payroll cost: 
Personal services: | 
Chief Benefits Director. ee $79, 231 $119, 920 
Area field directors.._.........._____- | 771, 518 749, 804 | 
Systems and standards service_________} 284, 160 | 261, 504 
Compensation and pension_..._________} 976, 277 985, 770 
Vocational rehabilitation and eduea- | 
Sekt inicenattbadnteottcnepuee | 431, 103 386, 015 
rr ee | 533, 650 | 538, 838 
Guardianship service__- e nail 146, 975 148, 415 
Contact and foreign affairs.. ee 179, 522 | 181, 277 
Administrative service_............_..- 325, 986 348, 885 
I tin a ccckpc bees encima 541, 382 | 553, 258 | 
Personnel service...............__- 223, 677 | 225, 863 | 
Total personal services_.______- _ 4, 493, 481 4, 499, 639 
i eniane | 306, 996 304, 930 
ES eS a 4, 800, 477 ‘4 804, 569 
I 381, 873 380, 000 
Miscellaneous operating expenses !__..____.___- 453, 882 397, 043 | 
IID Lin, 2 citwiciancoeiecentbaoe er 60, 626 50, 000 
2 io as a 5, 696, 858 5, 631, 612 2 


1 Justified as part of departmental total. 


Mr. Evins. 


Payroll costs remain constant. 


various services are up, 


Estimated, | Increase (+) 
fiseal year or decrease 








1961 (—), 1961 
| Over 1960 
| 12 | = 
77 | hs 
81 ie : 
| Oe 
Y tc... 
7 | “ : 
08 tsi s 
26 | 
| 53 at 
Oh) :.4 See 
O00 4. cic boa 
| 
$119, 812 | —$108 
749, 130 | —674 
| 261, 359 | —235 
984, 887 | — $83 
| 
| 385, 668 | -v7 
538, 354 —44 
148, 282 —133 
181, 114 —163 
348, 572 —313 
552, 762 | —4%6 
225, 660 | —%3 
4, 495, 600 —4, 039 
336, 523 | +31, 588 
| 4, 832, 123 +27, 554 
380, 000 occes 
391, 043 —6, 000 
i 50, 000 o--=- 
5 653, 166 +21, 554 
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OFFICE OF MANAGER 


Office of the Manager for the Department of Veterans’ Benefits, 
$3,493,566. You show an average employment of three employees less. 
Insert pages 8-12 and 8-13. 

(The pages referred to follow :) 


OFFICE OF MANAGER, $3,493,566 


: 
Summary of requirements 




















TE 
Actual, Estimated, Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
MMs 6 Wien dccctcsadsacevuucon 415 415 412 —3 
Payroll cost: " ee = 
RL os $3, 340, 471 $3, 393, 662 $3, 388, 529 — $5, 133 
I NN otra inct rte menensnaleghbevenie 229, 618 227, 780 249, 918 +-22, 138 
I I id ca deerme lillie 3, 570, 089 3, 621, 442 3, 638, 447 | +17, 005 
ll a oe ame eel 91, 864 90, 000 I Beeline eae 
Miseellaneous operating e expe bn iticret 156, 747 152, 000 164, 000 +12, 000 
Eh: doin eee ondige etn igipecinnawkal 66, 322 65, 000 55, 000 —10, 000 
Total cost i AR 3, 885, 022 3, 928, 442 3, 947, 447 +19, 005 
Less: Common services - Lh bh. edie ddeteicuct — 920, 568 — 873, 047 —453, 881 +419, 166 
Net cost........ pinch ipinsghdannaniateirepnenitaintatlignn | 2, 964, 454 3, 055, 395 3 493, 566 +438, 171 


1 Justified as part of departmental total. 


Average employment and payroll cost 


Each manager’s Office generally contains an assistant manager, management 
analyst, secretarial and such other clerical assistance as may be necessary. It 
is estimated that an average employment of 412 will be required for the budget 
year. This is a slight reduction from fiscal years 1960 and 1959. This estimate 
includes $17,700 in fiscal year 1961 for the expanded fringe benefits and official 
representation allowance provided by Public Law 86-116 for the Manila Regional 
Office. 

Travel, employee 

The funds required for employees’ travel represents the estimated cost of 
travel of managers and staff members to central office and other locations for 
the purpose of attending conferences and meetings pertaining to the business of 
veterans’ affairs. This estimate also includes funds to cover employees’ travel 
expenses incurred by the transfer of employees between stations. 

Miscellaneous operating expenses and equipment 

Justified as part of the a total. 


Mr. Tuomas. Each manager’s office generally contains an assistant 
manager, management analyst, secretarial and such other clerical 
assistance as may be necessary. It is estimated that an average em- 
ployment of 412 will be required for the budget year. This isa slight 
reduction from fiscal years 1960 and 1959. This estimate includes 
$17,700 for additional foreign service allowance in fiscal year 1961. 

There again is that layer upon layer. 

Mr. Driver. These are men in charge of the regional offices embrac- 
ing eight programs. 

Mr. Tuomas. You have the analyst there. 
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Mr. Driver. He not only develops the budget but he checks to make 
sure each division is cooperating and that there is no duplication, 

Mr. Tuomas. What about the people in the central office? 

Mr. Driver. 560 in the central office. They are broken down by 
programs. 

Mr. Tuomas. They are not in your particular shop but in program. 
ing you have about 780. 

You speak now of the managerial staff. You have how many in 
the District ? 

Mr. Driver. You were quoting from the overall statement for the 
Office Methods Service (p. 5-47) under the Assistant Administrator for 
Management. Almost all of his people included in that 749 total, for 
example, are involved in running the master index, the mail and files 
for central office 

Mr. Tuomas. These are not housekeeping people ? 

Mr. Driver. Yes, they are in the 700. 

Mr. Tuomas. This is the braintrust department. They are not 
doing housekeeping here. 

Mr. Driver. Some are planning and making programs. I can give 
you anexample. In electronics, for example, this Office—— 

Mr. Tuomas. They do not bring the mail around every morning, 
do they ? 

_ Mr. Driver. The latest information on electronic equipment, and 
in a large measure they make it possible for us to keep current. in the 
field of electronics. 





HEALTH INSURANCE 


Mr. Evins. A little item of $17,000 in fringe benefits. What are 
those fringe benefits ? 

Mr. Driver. Health insurance. There will be one in every area. 

Mr. Evins. $17,000 for each one ? 

Mr. Driver. This is based on the insurance cost. 

Mr. Crarke. It is $22,138, actually. We will save over $5,000, so 
$17,000 is really a net figure. 


OFFICE OF CHIEF ATTORNEY 
Mr. Evins. Office of the Chief Attorney, $12,366,617. Please insert 
ages 8-14 and 8-15. 
= 
( Pages referred to follow :) 
Curer ATTORNEY, $12,336,617 


Summary of requirements 





Actual, | Estimated, | Estimated, | Increase (+) 
fiscal year | fiscal year | fiscal year or decrease 
| 1959 1960 | 1961 (—), 1961 
| | over 1960 
| | 
jceihaateetallamndiaheeieiaseepenatmmtanee auignninnaines foie : es é 
Average employment 1, 499 | 1, 503 | 1, 680 +177 
= = | = i } == 
i | 
Payroll cost: | 
Personal services. $9, 127, 003 $9, 416, 778 $10, 263, 120 +$846, 342 
Fringe benefits ‘ ‘ 632, 959 628, 526 789, 497 +160, 971 
Total payroll cost -. 9, 759, 962 10, 045, 304 11, 052, 617 +1, 007, 313 
Travel, employee 545, 404 545, 000 860, 000 +315, 000 
Miscellaneous operating expenditures !_ 329, 900 321, 000 329, 000 +8, 000 
Equipment _.-.-. aa 81, 195 65, 000 95, 000 +30, 000 
ata hcl cee cision 10, 716, 461 | 10,976,304 | 12, 336, 617 +1, 360, 313 








1 Justified as part of departmental total. 
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Summary of major workloads 


ne 




















Actual, Estimated, | Estimated, 
fiscal year fiscal year fisca] year 
1959 1960 1961 
——__---------™- ee - | - 
Total wards (end of year).-.....------------------------------ 1 380, 843 390, 000 | 532, 000 
Accounts audited - faccenbeunddcebenehstathosuumneesebiens 312, 788 324, 900 | 332, 900 
Field examinations completed _---..---..--.------------------ 163, 127 209, 000 225, 000 
Loan guarantee opinions and foreclosure suits_....-.-.-------- 34, 183 | 35, 800 27, 000 


ED 


| Includes 1933 foreign cases transferred from central office to veterans benefits office in July 1959 (included 
for comparability). 


Average employment and payroll cost 

This estimate provides for personal services and other administrative expenses 
required for the administration of the chief attorney program. 

The basic responsibilities of the chief attorney are: 

1. Protection of, and service to, estates of minor and incompetent beneficiaries, 
as authorized by 38 United States Code 3202. 

2. Field examinations (investigations) in guardianship matters, claims for 
VA benefits (such as compensation, pension, V.R. & E., and loan guaranty), 
tort claims, and a variety of other matters. 

8. Legal advice and assistance to managers of regional offices, hospitals, and 
other VA installations, and their staffs. 


4, Determinations of legal liability and proposed settlements of claims under 
the Federal Tort Claims Act. 


5. Collection of debts arising out of laws administered by the VA (VA hos- 
pitalization, loan guaranty, escheat and post funds). 

6. Serves as counsel for the Administrator in all loan guaranty matters and 
conducts litigation in such matters in State courts. 


7. Assists the U.S. Attorney in civil and criminal litigation in all matters in 
which the VA is involved. 


The increase in fund requirements for fiscal year 1960 and fiscal year 1961 and 
the increase in employment in fiscal year 1961 are required mostly because of 
the expected large increase in workloads imposed by the passage of Public Law 
86-211 (Veterans pension law). The equalization provision of Public Law 86—- 
211 is expected to add 82,400 “children alone” cases to pension rolls in fiscal 
year 1961. Guardianship responsibilities must be assumed by the VA in these 
eases. It is expected that 71,000 cases, representing approximately 135,000 
additional minor wards, will be processed by the chief attorneys program in 
fiscal year 1961, with the balance pending or in process at the end of the year. 
Based on current work rate standards, a total of 174 man-years will be required. 
Payroll costs for these man-years are estimated at $1,057,100. 


You ask for an increase in average employment of 177. 


INCREASE IN WARD ROLE 


Mr. Drrver. This is due directly to the increase in the ward role 
attributable to the new pension law. 

Mr. Botanp. This happens only once, though, does it not? This 
isa problem which occurs only now. 

After it has occurred and after you resolve the problems and the 
questions which arise because of the ward problem, is this not the 
end of it? You will be able to cut it back in the next fiscal year? 

_ Mr. Driver. No, sir. The load in the guardianship program will 
increase from 1959 up through 1965 because of the additional number 
becoming eligible under the new law. 

After that point it will taper off and reductions in personnel will 
accompany that. 

Through 1965 it will be steadily upward. 

Mr. Evrvs. I gained an impression from the budget elsewhere that 
the number of attorneys was reduced. You list seven items there 
which the chief attorney’s office performs. 
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CONTACT OFFICE 





Mr. Evins. Please insert pages 8-17 through 8-19 in the record, 
(Pages referred to follow :) 


Contact, $9,300,438 


Summary of requirements 


} / 
| | 














Actual, | Estimated, | Estimated, | Increase (+) 
fiscal year | fiscal year | fiscal year or decrease 
1959 1960 1961 | (—), 1961 
over 1960 
a - —_—_—$—— | | | — —  — ——_} -___ 
Average employment --....................-... | 1, 602 | 1, 566 | 1, 435 | ~131 
——= ==} = | Sic — 
Payroll cost: | 
I a $9, 173, 483 $9, 078, 036 $8, 312, 955 | —$766, 081 
Fringe benefits__..._... gktiduBtkitesevechen 636, 264 | 616, 024 | 643, 483 +27, 459 
TOCRE PA7TEN C00l... .~sscinccnadéve<o<<e * 9, 809, 747 | 9, 694, 060 | 8, 956, 438 —737, 62 
nn ennenencne 144, 758 140, 000 140,000 |... ee 
Miscellaneous operating expenses '.__..._- bak 206, 030 188, 000 179, 000 —9, 000 
neem 38, 534 35, 000 25, 000 — 10, 000 
TES tcks. .otetunaehiendndesthickewes 10, 199, 069 10, 057, 060 9, 300, 438 | —756, 622 
lai ents cle peirn a eeoelinenpeien ane —390, 000 |.........-..-- +390, 000 
Total adjusted to current fund avail- 
I lice ue accep asahai ce inipedipsgiona 10, 199, 069 9, 667, 060 9, 300, 438 — 366, 622 
| 








! Justified as part of departmental total. 


Summary of major workloads 





Ee tein 








| Actual, Estimated, Estimated, 
fiscal year fiseal year fiscal year 
1959 1960 1961 
I TTC an tn cicnsscattie Rennes al apsisel-nn -ncesiea ‘ 4, 289, 573 4, 279, 000 3, 044, 000 
coe interviews 4 nana eatin | 4, 020, 595 4, 148, 000 | 3, 827, 000 
Applications and forms prepared ___.............-.....-.-- 2, 293, 656 2, 371, 000 | 2, 149, 000 
I InnCIIIIIIN Soo nos 5 caldeckeckai-- bcsbbus ‘ie 1, 317, 542 1, 313, 000 | 1, 168, 000 
COG SOI TIIB re cicvancbascvescechiee niiiaaaninene —— 831, 252 766, 500 | 727,00 
Walkouts.___- Serine aaa a 


asl taabaenteeieniaietee | ee, ee 





Average employment and payroll cost 


Personnel by type of station 

















| Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year | fiscal year | or decfease 
1959 1960 1961 | (—), 1061 
| over 1960 
| | 
Regional offices 5 709 692 628 | —4 
VA offices......._-. a ak i | 562 | 544 77 | —67 
VA hospitals and domiciliaries 324 324 324 ‘ ° 
Other locations. _- Seb hcent cede lk 7 | 6 6 |osscacgaueeees 
ee a SS Fe vcktbadiwces 1, 602 | 1, 566 | 1, 435 —131 








The estimated workloads and average employment for this program are geared 
to forecasts of the substantive programs of the agency. Contact personnel will 
continue to be assigned at the above cited installations. The contact personnel 
render prompt and efficient personalized service to veterans, their dependents 
and beneficiaries, and other individuals with respect to all rights, benefits, and 
privileges to which they are entitled under laws administered by the Veterans’ 
Administration. Prior to enactment of Public Law 86-211, it was planned to 
reduce VA offices from 233 as of June 30, 1959, to 193 as of June 30, 1961. How- 
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ever, due to the new veterans’ pension law, the increased workloads may delay 
the closing of some of these offices. 

Full consideration has been given to the new veterans’ pension law, Public 
Law 86-211, in arriving at workloads and personnel requirements. There are 
currently 1,223,000 beneficiaries on the pension rolls who will be given an op- 
portunity to elect payment under the new law. Also, an estimated 253,000 new 
peneficiaries (largely World War II and Korean widows) will become eligible. 
Experience has proven that when new benefits become known to the veteran 
public, they will contact VA locations either in person or by telephone seeking 
information, advice, and assistance. If is estimated that 600,000 additional 

rsonal and telephone interviews will be received from pensioners currently 
on the rolls and 415,000 interviews will result from newly eligible beneficiaries, 
or over 1 million interviews over normal requirements during fiscal years 1960 
and 1961. 


Additional workload will also be generated in the form of applications, forms 
and correspondence prepared, folders reviewed, and appearances before rating 
agencies and/or members. It is estimated that these expected workload volumes 
will require 29 additional man-years at a cost of $177,000 during fiscal year 
1961. 

Travel, employee 


Funds requested in the current and budget years for employee travel are re- 
quired to provide for necessary supervision, training, and away-from-office con- 
tact service. The unique distribution of contact personnel to VA offices, VA 
hospitals and non-VA locations throughout the regional areas, necessitates pro- 
viding replacements for personnel on leave from the nearest office with avail- 
able personnel. Due to the numerous and frequent changes in laws, regula- 
tions, and procedures, it is essential that an annual training program be con- 
ducted. Also, the established policy of providing away-from-office contact serv- 
ice to veterans, their dependents, and beneficiaries, who are institutionalized or 
otherwise physically incapacitated, will continue through fiscal year 1961. As 
the closing of VA offices continues the need for less supervisory travel is offset 
by the need for more intinerant service. 

Miacellancous operating expenses and equipment 


Justified as part of departmental total. 


Mr. Evins. This is your contact office, $9,300,438. You are cutting 
down 131 employees ? 

Mr. Driver. That is right. We are eliminating gradually some of 
our one and two man contact locations where there is a proximity to 
other V.A. installations. We are maintaining a contact division in 
all regional offices and hospitals, however. 


COMPENSATION AND PENSIONS 


Mr. Evins. “Compensation and pensions” is next, $28,675,546. 
This is for administration alone? 

Mr. Driver. Yes, sir. 

Mr. Evins. You are disbursing about $3 billion in checks and $28.6 
million is the cost for the handling of those checks ? 

Mr. Driver. About 4.8 million checks a month, sir. 

Mr. Evins. Since you have been provided automation and new 
machinery, how does the cost compare with previous years ? 

Mr. Driver. The people adjudicating these cases are included in 
the cost you are looking at now. 

They have actually nothing to do with the issuance of the check. 
That would be under the finance program and will now come into a 
combination of the finance division and the electronics setup. 

Mr. Evins. Sending out of the checks comes under the finance 
program ? 
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Mr. Driver. Yes, but these people adjudicate the cases. It is the 
first point of adjudication, like a trial court. 
Mr. Evrns. I wanted to see a review of your workload. 


it is at pages 8-20 through 8-25. 


(The pages referred to follow :) 


CoMPENSATION AND PENSION, $28,675,546 


Summary of requirements 


os —_ 





! 


I believe 


Insert those in the record, please. 





Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
} } Over 1960 
Average employment- --..............---...---- 3, 748 3, 890 | 3, 957 +67 
” | (_——_—_—_— 
Payroll cost: | | 
NR icin ciininacuwemmewindnes $23, 633,883 | $26,298,949 | $25, 687,929 —$611, 020 
NE dicts moncctnnnenerceenases 1, 609, 788 1, 748, 037 1, 934, 017 +185, 980 
Datel DAVE 066 cine eneonrse<eoren j 25, 243, 671 28, 046, 986 27, 621, 946 —425, 040 
i ar nw seem taahennenigt 55, 909 50, 000 45,000 | —5, 000 
Miscellaneous operating expense !__........_.-- 752, 909 821. 100 | 807. 100 —14. 000 
RUN a. ok, Ski dni ries kp -ieldt 101, 897 431, 400 201, 500 —229) 900 
ELCs aeeclapnonswicantsagiion rane 26, 154, 386 29, 349, 486 28, 675, 546 ~673, 940 
SOS eA Gd. Sele Ee nti bi ccs —1, 890, 000 +1, 890, 000 
eae meyiened a ae 3 - es 
tal cated enmatinie | 26,154,386 | 27, 459,486 | 28,675,546 | +1, 216, 080 





1 Justified as part of departmental total. 


Summary of major workloads 








Actual, fiscal | Estimated, | Estimated, 
year 1959 fiscal year fiscal year 





1960 196: 
| 
— - a _ - ~ on —|— 
Rating actions (disability i, 051, 460 1, 145, 000 | 1, 141, 000 
Authorization actions (disability) - 776, 007 | 1, 205, 000 1, 026, 000 
Rating actions (death) -- be RSe56t bcehhpcracempesy | 112, 420 | 117, 000° | 122, 000 
Authorization actions (death) -. oj 638, 034 | 1,095, 000 | 896, 000 





The funds requested for this program are to provide for the administration 
and adjudication of disability compensation and pension benefits payable to 
living veterans, and compensation, dependency, and indemnity compensation, 
pension, burial, and insurance benefits payable to dependents and beneficiaries 
of deceased veterans. 


Average employment and payroll cost 


A total average employment of 3,957 is required to perform the functions of 
this program. The estimated increase in employment for fiscal years 1960 and 
1961 is due to the additional workload requirements imposed by the passage of 
Public Law 86-211, “Veterans’ Pension Act of 1959,” effective July 1, 1960. 

It is estimated at this time that the majority of the work resulting from the 
election by veterans and widows to receive benefits under the new law and widows 
and children reopening claims heretofore disallowed under the law, will take 
place in fiscal year 1960. It would be impossible and impracticable to recruit 
and train an adequate number of additional personnel to meet these workload 
requirements. To accomplish the job in the most efficient manner much of the 
additional work will be processed by the use of overtime, utilizing permanent 
personnel. In addition, permanent adjudication personnel who are needed for 
fiscal year 1961 will be recruited and trained to assist in processing the temporary 
workload during fiscal year 1960. 
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Distribution of envployment 

















caper aah 
‘ l | 
Actual, Estimated, Estimated, | Increase (+) 
fiscal y sar fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
— ee ~~ —_ — } = a 
Office of adjudication officer. - 480 470 485 +15 
Authorization. . Z | 1, 562 1, 703 | 1, 831 +128 
Rating boards_..-. ; 749 | 785 791 +6 
Abstract : 294 282 | 175 —107 
Stenographic. 663 | 650 675 | +25 
siailia ean iaciias dhl baeie lesan inntet Ni iaticatitetiniad mei eae 
Total_- sh:e—aiganesMablintitiee | 3, 748 | 3, 800 | 3, 957 | +67 
| | 


— _ 





In projecting the employment requirements by function, the following factors 
were considered : 

(a) Maintaining currency in the processing of normal workload. 

(b) The acceleration of the national review of compensation and pension 
cases.—A target date of June 30, 1961, has been set for completion of this review. 
It is anticipated that as of June 30, 1960, the review will be approximately 
87 percent completed. The balance is scheduled for completion during fiscal 
year 1961. 

(ec) Continuation of the compensation and pension adjudicator training pro- 
gram.—A characteristic of this program is the high average age of adjudicative 
personnel and the loss of a large number of these trained personnel through 
retirements. To meet this constant loss of qualified personnel it has been and 
still is necessary to pursue an active on-the-job training program in order to 
provide qualified replacements in this specialized field. 

(d) The impact of the conversion to the automatic data processing system.— 
estimated that a surplus of 181 abstract coding positions will result from the 
conversion to the automatic data-processing system during fiscal years 1960 and 
1961. 

(e) The decentralization of the death claims active running award cases.— 
The decentralization of these cases to all regional offices during the current 
year that were formerly located at the Philadelphia District Office, Denver and 
St. Paul Centers, may result in some dollar savings but was undertaken prin- 
cipally to provide better and more efficient service to veteran beneficiaries. 

(f) The impact of the workload resulting from Public Law 86-211—Expected 
additional compensation and pension workloads, man-years, and cost are sum- 
marized in the following table: 


} 
Workloads Fiscal year 1960} Fiscal year 1961 
Authorization actions: 


Elections under Public Law 86-211...........--- avian 7 0, 000 | 138, 000 
Income and dependency changes. -...............-.- ‘ies baane< ee 210, 000 
New claims and reconsiderations 


Sin guagpedsiarne cian mare wos: a ae | 150, 000 | 103, 060 

Correspondence actions..................---- et dete doors kl 5ey 50, 000 | 100, 000 

SOOT TOUMINOTIONIES . 5 6 cnc encceecuncecccccecenuccoenteasyucsesk ale’ 283 | 409 
Fund requirements.._- 


ee ey oa ee ee eee om $2, 125, 000 | $2, 554, 100 
| 


DETAILED BREAKDOWN OF MAJOR FUNCTIONS 


Disability claims 
This function involves: 

(a) The determination of entitlement to, and the rate of, disability com- 
pensation and pension payments to veterans. 

(b) The determination of basic eligibility for other benefits, including 
medical and dental outpatient treatment, vehicles to veterans having certain 
severe disabilities, and in doubtful cases, questions as to character of dis- 
charge, dates of service, and discharge for disability incurred in line of 
duty, eligibility for loan guarantee, and vocational rehabilitation. 

(c) The rendering of decisions as to waiver or nonwaiver of overpay- 
ments not in excess of $2,500, or in the case of questions of liability of 
training institutions for overpayments of subsistence or educational and 
training allowance, not in excess of $2,500. 


53225—60—pt. 2——_26 
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The following table affords a 3-year comparison of basic workloads: 


|, ae 
| 








Actual, | Estimated, | Estimated, 
fiscal year fiscal year | fiscal year 
1959 1960 1961 
liveteisaiaton sonal ie reise entities nsinnnssnincannri estes 
Authorization actions-._-........---- ae anil 776,607 | 1, 205, 000 | 1, 026, 000 
Rating actions (excluding dental)...........- | 1, 022, 051 | 1, 125, 000 1, 125, 000 
Dental rating actions -- - - -- fae ; ; ; 29, 409 | 20,000 16, 000 
i 





Included in the above estimates are 420,000 authorization actions in fiscal] 
year 1960 and 246,000 authorization actions in fiscal year 1961 which are esti. 
mated will result from the passage of the Veterans’ Pension Act. 


Death claims 


This function involves: 
(a) The determination of entitlement to, and the rate of benefits for 
dependents and beneficiaries of deceased veterans. 
(b) The determination of basic eligibility to educational benefits under 
the Orphans’ Educational Assistance Act. 
The following table affords a 3-year comparison of basic workloads: 


| 








Actual, Estimated, | Estimated, 
fiscal year | fiscal year fiscal year 
1959 1960 | 1961 
. 
Authorization actions (excluding burial) - - s 475, 020 2 | 920, 000 714, 000 
Authorization actions (burial) - - ; 163, 014 | 175 000 | 182' 000 
Rating actions. ait tial 112, 420 117, ae 122) 000 





Included in the above estimates are 430,000 authorization actions in fiseal 
year 1960 and 205,000 authorization actions in fiscal year 1961, which will result 
from the passage of the Veterans Pension Act. 

Travel, employee 

The estimates of employee travel for this program will permit the travel of 
(1) adjudication officers to make regular trips to VA hospitals within the regional 
office area, in order to consult with examining physicians relative to the adequacy 
of physical examinations for rating purpose; (2) adjudication officers and 
service directors to participate in service organization conventions; and (3) 
adjudication officers and service directors to attend adjudication officers 
conferences. 

Included in this estimate for fiseal year 1960 are the travel expenses incident 
to the decentralization of death claims active running awards cases to regional 
offices of approximately $5,000. 


Miscellaneous operating erpenses 

Justified as part of departmental total. 
Equipment 

Included in the equipment estimates are funds to cover the purchase of auto- 
matic tape-producing machines which will provide the most economical and 


effective method of introducing payment and statistical information into the 
automatic data-processing system as follows: 


SE I ne Nice insimeeewesdns <aeeaben 
PESCRT FOR WG8. sk eB ste Veh ein de 


Sateen < .. Us... $588, 
athiedstbassens sssen hae 


Mr. Evins. You are hosing men here and you have to bring in new 
adjudicators and train them ¢ 

Mr. Driver. That is right. The decentralization of these cases to 
all regional offices during ‘the current year that were formerly located 
at Philade sIphia may result in some dollar sav ings but was undertaken 
principally to provide better and more efficient service. 

Death claims appear on page 8-24, which is in the record. 
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NU MBER OF CASES PER EMPLOYER 


Mr. Tuomas. What is the average number of cases that the 4,000 
employees handle per day or per month in the adjudications section ! 

Mr. Driver. Three-member boards decide the merits of the case. 

Mr. Tuomas. That is the final action ? 

Mr. Driver. That would be in advance of any review by the Board 
of Appeals in Washington. 

Mr. Tuomas. As far as the field is concerned that is the final step? 

Mr. Driver. That is right. They handle about 18 cases a day for 
each board. That is an average. We have approximately 265 boards. 

Mr. Evins. Where isthe workload table shown ¢ 

Mr. Driver. You read that into the record, 8-24, the bottom of the 


PThese are the people who take the action of the board, dictate a letter 
awarding the compensation or pension payment, decide what the 
finance-people should do. 
Mr. Evins. What is a rating action and an authorization action? 
Mr. Driver. A rating action is taken by the legal member, occu- 
pational member, and a doctor. The authorizer puts it into effect. 


DEATH ACTIONS 


Mr. Evins. Death rating actions 122,000. Authorization actions— 

Mr. Driver. In the 1960 column particularly, the big jump in the 
authorization under disability and death from 776,600 to 1.2 million 
and 638,000 to 1,095,000 is because of the new law. 

Mr. Evins. How many rating boards do you have in the central 
office ¢ 

Mr. Driver. None. We have no rating boards here. 


BOARD OF VETERANS APPEALS 


Mr. Evins. Appeal boards? 

Mr. Driver. We have a Board of Veterans Appeals. There are 
11 sections there each making decisions. 

Mr. Evins. And they make reviews along with the various regional 
offices ¢ 

Mr. Driver. Appeals are filed and records certified. We get the 
records temporarily and return them to the field. 

Mr. Evins. Where you have a unanimous decision in the branch 
office the appeal board takes no action at all on it? 

Mr. Driver. No, sir. An appeal arises from any adjudicated de- 
termination in the field regardless of whether the action was unani- 
mous or otherwise. 

Mr. Evins. What I am trying to determine is whether or not all 
cases ultimately come before your appeals board. 

Mr. Srancit. Not unless they are appealed. 

Mr. Evins. Otherwise final action may be taken in the field? 

Mr. Sranciz. If an action is not appealed within 1 year by law it 
becomes- 

Mr. OstrertaG. May I ask a question ? 

Mr. Srancit. We have 38,000 a year which is a small segment of 
the total number of adjudicated actions, 

Mr. Evins. 38,000 in the central office and 4,700 a day in the field? 

Mr. Driver. That is right. 
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COMPENSATION AND PENSION CASES APPEALED 


Mr. Osrertac. How many compensation cases are appealed within 
a year? 

fr. Driver. There are about 38,000 compensation and pension 
appeals. 

Mr. Osrerrac. Is that in the period of 1 year? 

Mr. Driver. Over 1 million actions with 38,000 appeals. It is 
really relatively small. 

APPEALS GRANTED 

Mr. Botanp. How often do you actually overturn the decision of 
the adjudication board in the regional offices ¢ 

Mr. Srancru. Let me answer in this way—— 

Mr. Botanp. Can you put in a figure for the calendar year 1959, 
for instance? How many cases were reversed? How many cases 
were in favor of the appellants ¢ 

Mr. Sranctu. The cases we judge and the number withdrawn be- 
fore they leave the field because of the benefits heretofore granted, of 
the 38,000 the allowance rate is 10 or 11 percent and remand rate 
of approximately 10 percent. 


RATING AND AUTHORIZATION ACTIONS 


Mr. Tuomas. You have 4,000 people in round figures. You have 
rating actions set out in the table, 1,141,000. 

Authorization actions total 1,026,000. These are for disability. 

What is the difference between a rating action and authorization 
action / 

Mr. Driver. They come from the same case. It may well come from 
the same case. 

Mr. Tuomas. It is acase, then ¢ 

Mr. Driver. Yes. 

Mr. Tuomas. Instead of having 2,000,000 cases it is less than that. 
How many cases a day do they hs andle # 

Mr. Driver. Under the rating boards, the three-man boards, mak- 
ing the decision, we get about 18 a day. 

Mr, Tromas. You said that a while ago under the authorization. 
You have 1,831 people. You have about 800 people in the rating 
boards. 

Mr. Driver. 790 in the rating board. 

Mr. Tuomas. You say 791. 

Mr. Driver. And 1,831 in the authorization. 

Mr. Tuomas. How many cases is that a day for these 1,831 people? 

Mr. Driver. About five. There is a difference in the work they 
perform from that of the rating board. 

Mr. Tuomas. I understand they prepare it for the rating board. 

Mr. Driver. And they receive it back from the rating board and 
put it into effect. 

Mr. Taomas. How difficult is it to handle one of these cases where 
they handle five a day ? 

Mr. Driver. Let us take a case which comes into the regional office 
in the form of an application. An adjudicator in the authorization 
unit will examine this and decide whether or not there is sufficient 
evidence to support this application and consider its going before 
the rating board. 
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Mr. Tuomas. You can handle five of those a day ? 

Mr. Driver. To consider it. He will perhaps have to correspond 
with the claimant. He will have to write to the Service Department, 
Army, Navy, or Air Force, for additional evidence. He may have to 
prepare a request for a field examiner to look into marriage status, 
and so on. 

After he receives the case back from the board he will then have to 
look at it and decide what type of an award letter should be dictated 
to the claimant and all of this work combined, from the beginning—— 

Mr. Tuomas. Five cases a day will not keep him busy, will it ? 

Mr. Driver. Very busy. Those are formal awards, where they 
amend an award or make the award originally. 

Over and above that they handle all the development action and 
correspondence. 

Mr. Tuomas. Suppose you have new applications. You have 
1,200,000 a year ? 

Mr. Driver. Not necessarily new, 

Mr. Tuomas. Amended ones. You turned me down and gave me 
5 and I want $20, for instance. 

Mr. Driver. That would be here. 

Mr. Tuomas. He handles five such cases a day ? 

Mr. Driver. Plus all the development work that is necessary. He 
isa busy man. 

Mr. Srratron. When you get down to the death cases you have 
122,000 such cases a year. Those are originals, It is rare you rerate 
a death case. 

But incident to those 122,000, those will generate 896,000 authoriza- 
tion actions during that same year. You have about seven actions 
per case ultimately there. 

Mr. Tuomas. How does it generate that much work? 

Mr. Srratron. Because children become 18, between 18 and 21 they 
go to school and you have to extend payments. Then you have income 
questionnaires on pension cases. 

Mr. Driver. Several different beneficiaries. 

Mr. Tomas. All the survivors makes this very broad. 

Mr. Driver. We have a letter to a mother, a wife, a third beneficiary. 

Mr. Tuomas. A good stenographer in the office can figure out 90 
percent of this with a form letter, can she not? 

Mr. Driver. No, sir. In fact the adjudicator has considerable 
trouble himself. It isa very complicated program. 

It is getting more and more so by the addition of new laws, such 
as the new pension law. 

Then there are other actions that do not come to the Board. 

Mr. Tomas. Proceed, Mr. Evins. 

Mr. Evins. You get about five final decisions and that does not 
mean other collateral work they do? 

Mr. Driver. There may be many things in addition to that. 

Mr. Evins. When they get. up to Washington they generally get the 
same answer that they have in the regional office; do they not ? 

Mr. Boland struck on a key point. On how many cases do you take 
action, independent, collateral to, or contrary to that in the field? 
Can you give us that figure now ? 
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Mr. Sranciz. Yes, sir. I would like to AEpIA it in this way: 
When an appeal is filed it is filed in the field office, The rating board 
or the authorization officer, as the case may be, gets a chance to look 
at the case again before there is action in Washington. Additional 
evidence is produced which now shows what the record didn’t show 
heretofore and the benefit is granted and the appeal is withdrawn, 
About. 10 percent of all appeals filed are withdrawn without ever 
reaching the Board of Veterans’ Appeals. 

Of the 38,000 which come to BVA, the allowance rate will fluctuate 
from year to year between 10 and 12 percent and the remand rate is 
about the same number. 

Mr. Tuomas. Gentlemen, may I suggest we adjourn and come back 
in the morning at 10. 


Wepnespay, Fesruary 24, 1960. 


Mr. Tuomas. Mr. Evins, will you proceed with the examination, 
please ? 

Mr. Evins. When we discontinued yesterday we were at page 8-93, 
on “Veterans’ benefits.” 


WORKLOAD FROM NEW PENSION LAW 


I was interested in the table showing the impact of the workload 
resulting from the new pension law. 

For 1960 you show ebodone under the new law, 700,000. Then you 
show for elections under the new law in 1961 138,000. 

The same picture is shown for new claims, the workload decreases, 
Yet the man-year requirements are up from 283 to 409. 

Also fund requirements are up from $2,125,000 to $2,554,000. 

The workload is down and the man-years and costs are up. These 
are projected fivures, I know. Give us an explanation of this. 

Mr. Driver. The workload shown under the 1960 column represents 
the initial election of the veterans who are now on the rolls. The large 
share of the work done there in fiscal 1960 will be carried out by 
detailing people from other programs to assist them just as we do in 
January and February when we get the regular income questionnaire 
out on the pension program. 

We have to detail people from all parts of the office to work over- 
time, and so on. 

Mr. Tuomas. Plus $2 million in the deficiency. 

Mr. Driver. Yes, sir. It is a big job, as you know. We are con- 
verting about 800,000 cases, going through, checking them, and it isa 
tremendous workload. That is how that will be carried out in 1960, 

In 1961 we will get back to a regular compensation and pension 
activity with the increased rolls shown here. 

Mr. Evins. You are already in fiscal 1960. We are working on the 
1961 fiscal budget. I totaled up these indexes. Actually you show 
about one-half of the amount of work for next year. 
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Mr. Driver. The 700,000 elections are in the 1960 column. That 
workload, representing better than 1 million man-hours, will be carried 
out by an extensive and exhaustive effort to use everybody in the 
regional office who has any capability at all in overtime situations, 
any way we can get the work done. 

As Mr. Thomas indicated, we came in for $2 million additional. 

That 700,000 will be done within a short period, the last quarter of 
this year. 

The workload figures shown in the 1961 column, the elections shown 
there, will be those who cannot make up their minds by July. 

The 210,000 figure will continue to come in every year after that 
and it will be carried out by full-time compensation pension people. 

Mr. Boxanp. It is closer to $4 million. 

Mr. Driver. It represents the money spent in the compensation and 
pension program itself. It will not represent the manager, secre- 
tarial help from all over, loan guarantee people, and so on. They 
will be working overtime in this area. We will get that done in 
March, April, and May. 

Mr. Botanp. You spent a lot more in fiscal 1960 than you will in 
1961. 

Mr. Driver. That is right. We will have the initial roll converted 
to the new law and then there will be only a regular recurring 
workload. 

VOCATIONAL REHABILITATION AND EDUCATION 


Mr. Evins. Insert pages 8-26 through 8-30. 
(The pages referred to follow :) 


VocaTIONAL REHABILITATION AND Epucation, $15,163,625 


Summary of requirements 











Actual, Estimated, Estimated, | Increase (+) 
fiscal year fiscal year | fiscal year or decrease 
1959 1960 | 1961 (—), 1961 
| over 1960 
| | 
— - _ == 7 —? j aera sss ee a - = eS. oes ee —= 
Average employment._................._____. 2,096 | 1, 725 | 1, 409 | —316 
Payroll cost: i 
Personal services ims _..--| $12,719,088 | $10, 749, 583 $8, 876,700 | —$1, 872, 883 
Fringe benefits___ aa cna 879, 568 723, 172 675,175 | —47, 997 
| anineihsmmadtniailiiniiate ciliate tadiaiaid Leia 
ae 13, 598,656 | 11,472,755 | 9, 551, 875 —1, 920, 880 
Travel, employee a 483, 198 | 450, 000 | 435, 000 —15, 000 
Travel, beneficiary ‘ i ‘ — 256, 642 250, 000 | 240, 000 —10, 000 
Handling charges 56, 692 | 49, 000 36, 250 | —12, 750 
Counseling fee basis_. 592, 302 | 322, 400 | 170, 000 | —152, 400 
Education and training re porting allowance __- 5, 637, 848 4, 154, 600 | 2, 363,000 | —1, 291, 600 
Grants to States : 2, 071, 826 | 1, 860, 000 | 1, 560, 000 | —300, 000 
Miscellaneous operating expense !__ SS abhi dl 334, 868 | 302, 500 | 277, 500 | —25, 000 
Equipment _.__.._. oaad -| 48, 518 40, 000 | 30,000 | —10, 000 
Total cost_. , cova 23, 080, 550 18, 901, 255 15, 163, 625 | —3, 737, 630 
| | 








' Justified as part of departmental total. 
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Summary of major workloads 




















oon 
Actual, Estimated, | Estimated 
fiscal year fiscal year | fiscal year’ 
1959 1960 1961 
ec ae Ss oe eee 
(a) Monthly average in training: 
Readjustment training ch, 33: 
Korean conflict: | | 
I ne on cv wamemmamenmine 237, 160 174, 000 | 118, a6 
NCR Gh iS sv csiiciiwinr na rn asuwene 122, 541 | 86, 000 oe 
I i 23, 679 | 20, 000 13, 500 
shin kta oesat swe sdceccatsng enticed 22, 592 | 13, 000 5, 500 
NN lst ee i ccna caine dave’ 18, 918 | 7,000 | 3,000 
ana ree rect et a) stig 424, 890 | 300,000! 200,000 
le I a silastic Posies Gebel BEF legen naenda i ¥ ri 
Total readjustment training........__...- Sb on 8 424, 995 | 300, 000 200, 000 
Vocational rehabilitation, ch. 31: | | 
NS SEER SE ee See 4,100 | 3, 360 | 2, 540 
umew Gumee cist. te 4, 164 | 4, 090 2 83 
Be pcccncte etueient ones---20------------| 853 | 670 480 
ea ae aaeae 2, 322 1, 880 | 1,500 
=a — wong 
Total, vocational rehabilitation. -.._..-- licen 11, 439 10, 000 | 7, 400 
War orphans, ch. 35: | : | - < — 
OU Sie A iia ae Ss a datiea nubeeeiie | 3, 810 | 6, 740 8, 780 
Below college_.........-. ‘: cduaiiadisiGaneina tees 676 1, 260 1,720 
a Oenn, Wer GR pmnss ehh Libido ce ticdbcnbeces 4,486 | 8, 000 | 10, 500 
Total, all trainees_...._..- sbndatdinceddelvens need ' 440, 920 | 318, 000 | 217, 900 
(5) Cases"of counseling disposed of: | roe 
Veterans’ Administration___................_-_. = 38, 513 34, 000 31, 000 
DS sD 17, 823 9, 500 5, 000 
pk eo et Cart ha py Od 56, 336 | 43, 500 36, 000 


PROGRAM PROGRESS 


The following table reflects the progress of the Vocational Rehabilitation and 
Education program through June 1959 since the enactment of the several public 
laws authorizing education and training: 


i 
Vocational rehabilitation Readjustment training 
War orphans 


| 

| 

|_—______ — —_ maine a 
| 


World War Tl Korean World War II Korean 





Applications received__.........-| 1, 236, 544 125, 629 10, 250, 000 2, 26, 366 

Entered training -_-- tlic 614, 331 | 60, 655 | 7, 800, 000 2, 13, 104 

Rehahilitated : ae 377, 760 TA Leccentauns 

Entitlement exhausted. _-_.......}....-.... Dcdteltlicianinipenaiahtdins 1,190,000 | 40s: 149, 468 I. cs ce 

Counseling actions completed: 
Disabled_-_.___--- a 1, 727, 202 RS ee 
OO ae skate Ab dalasees Silat taccaselibi i | 1, 614, 427 i 





Personal services—Average employment 

The following table provides a comparison of actual average employment dur- 
ing fiscal year 1959 with the estimated requirements for fiscal years 1960 and 
1961 : 








| | 
Actual, Estimated, | Estimated, | Increase (+) 
| fiscal year | fiscal year | fiscal year or decrease 
1959 | 1960 1961 |} (—), 1961 
| | over 1960 
snalneanent én —_ - \— a peace : : " meme 
Office of chief | 142 | 120 | 115 | —5 
Benefits and facilities 1,118 | 890 | 665 | —225 
Education and training . 407 | 330 260 | —61 
Counseling... _- 429 385 | 360 | —2% 
Total ‘ . . | 2. 096 1, 725 1, 409 —316 


7 
quir 
reha 
yise 


agel 
able 
cent 
acco 

T! 
1961 
avel 
the 
divi: 
tion 
cons 
emp) 
divi: 
by t 


— 


Trav 


min 
ing 
offic 
of t 
tion 


Han 
Aver 
Cost 


cha 
equ 





coi crac 





407 


The estimated average employment for fiscal year 1961 of 1,409 will be re- 
uired in order to perform the following functions: supervision of the vocational 
rehabilitation and education activities; to process, counsel, enroll, and super- 
yise the beneficiaries in training; maintain liaison with the State approving 
agencies ; locate and select training facilities ; provide service to hospitalized dis- 
abled veterans; negotiate contracts and supervise the operation of guidance 
centers; and periodically inspect training instructions and establishments in 
accordance with the provisions of the law. 

The decrease in the estimated average employment for fiscal years 1960 and 
1961 from the fiscal year 1959 level is attributable to lower projected monthly 
average training load; the net effect of consolidation of four divisions during 
the first quarter of fiscal year 1960; (8 vocational rehabilitation and education 
divisions during the fourth quarter, fiscal year 1959), and the contract termina- 
tion during fiscal year 1959 at 10 counseling guidance centers. No additional 
consolidation of divisions is included in the fiscal year 1961 estimated average 
employment. Due to the estimated declining workloads and consolidations of 
divisions, fewer clerical, technical, and supervisory employees will be required 
by the regional office to accomplish the workload. 





Increase (+) 


Actual, | Estimated, | Estimated, | 
j i 
} } 
| 
| 








fiscal year fiscal year | fiscal year or decrease 
1959 | 1960 | 196 (—), 1961 
| | | over 1960 
— — Se ce poe ——— oom 
MI TGIN, ok s Son cncnsneboctateccceswews } $483, 198 $450, 000 | $435, 000 | —$15, 000 
| ' 








Travel funds are required for the budget and current year to accomplish ad- 
ministration and supervision of the program; supervision of institutions, train- 
ing establishments and trainees; provide counseling service away from regional 
office and supervision of contract guidance centers. The reduction in the number 
of trainees will not reflect a correspondingly lower number of training institu- 
tions and establishments to be visited or total distance to be traveled. 


Actual, Estimated, Estimated, | Increase (+) 
fiseal year fiscal year fiscal year or decrease 
| 1959 } 1960 1961 | (—), 1961 
| | over 1960 
| | | 
I I | $256, 642 $250, 000 | $240, 000 —$10, 000 





Beneficiary travel authorizations are issued to trainees for required counsel- 
ing who are required to travel from one regional office area to another for induc- 
tion into training and to reimburse guardians or parents of war orphans for ex- 
penses incurred to and from place of counseling. 


Actual, Estimated, 








Estimated, | Increase (+) 
Handling charges fiscal year | fiscal year | fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
} 
Handling charges on trainee books.........._- . $56, 692 $49, 000 | $36, 250 | —$12, 750 
Average number of trainees. ................-- 11, 545 10, 000 7, 400 —2, 600 
Cost per trALNEO----aneennnnnennnnnenarnnnmne $4. 91 $4. 90 | 94.90 |x --.3-cone 
| 








The estimated requirements are to provide funds to cover the handling 
charges of vocational rehabilitation trainees’ books, supplies, tools, and 
equipment. 
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FEE BASIS COUNSELING 











] | eee 
Actual, Estimated, | Estimated, | Increase (4) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (=), 1961 
over 1960 
Cases of fee basis counseling. -...........-. no 17, 823 9, 500 5, 000 —4, 500 
ll EE EE $33. 23 $34. 00 $34.00 |_...... ‘ 
NS a esha $592, 302 $322, 400 $170, 000 | —$152, 400 





Funds are required to provide counseling service through guidance centers 
on a contract basis to veterans authorized by title 38, United States Code. 


EDUCATION AND TRAINING REPORTING ALLOWANCE 














] TS 
} Actual, | Estimated, | Estimated, 
fiscal year | fiscal year | fiscal year 

1959 1960 196 

Readjustment training and war orphans (average training | 

load) 7 ‘ 429, 376 | 308, 000 | 210, 500 
Less: 
oe : —18, 918 —7, 000 —3, 000 
Correspondence... ‘ — 23, 679 — 20, 000 —13, 500 
Average institute trainees... _....... ‘ ‘ 386, 779 281, 000 | 194, 000 
Cost per trainee____- eat ae AES $12 $12 | $12 
Total ; : | $4, 641, 348 $3, 372, 000 $2, 328, 000 
Allowance (percent) - . ............-.....-.-.-- iF } 21.5 20.6 } 0.6 
Total ; a iden ne RS ; | -"$s, 637, 848 | $4,087,000 | $2, 809, 000 

Quarterly certificates for correspondence trainees-.- ‘ : 87, 600 54, 000 

poet: ree ae 
Total._.. - er sbave some $5, 637, 848 | $4, 154, 600 $2, 863, 000 


Funds are required to cover payments to educational institutions for reports 
and certificates of attendance by trainees. The U.S. Court of Claims has 
rendered a judgment in favor of schools offering correspondence courses under 
chapter 33, United States Code. The judgment invalidates VA Regulation 
12303(¢c)(3) which prohibits payment of a reporting allowance for quarterly 
reports submitted by schools when veterans pursue courses of instruction exelu- 
sively by correspondence. Funds in the amount of $87,600 and $54,000 are to 
cover the cost of the court’s decision. 

















| Actual, | Estimated, Estimated, Increase (+) 
| fiscal year fiscal year fiscal year or decrease 
| 1959 1960 1961 (—), 1961 
| | over 1960 
a a ee = | 
I Seb d, .t cc cciamsetechoos | $2,071,826 | $1,860,000 $1, 560, 000 — $300, 000 
i | 





Estimated requirements are to reimburse States for salaries and travel under 
the provisions of title 38, United States Code. Travel requirements are paid at 
the State rates, not to exceed Federal mileage and per diem allowances. 

Mr. Evins. The vocational rehabilitation and education program, 
$15,163,625. There is a decrease in employment of 316. 

The education load is down, yet the war orphans to be educated 
are on the increase. When is the peak in this likely to be reached! 

Mr. Driver. The peak will come in 1964 and we estimate there will 
be people in training under this program until 1985. 

Mr. Evins. Total war orphans in 1959 is 4,486, and there is a jump 
to 10,500 in fiseal 1961. 

Mr. Driver. That is right. 
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LOAN GUARANTEE 


Mr. Evins. Insert page 8-32. 
(Page 8-32 referred to follows :) 


Loan GUARANTEE, $13,726,095 


Summary of requirements 


























_ 
Actual, Estimated, | Estimated, | Increase (+) 
| fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
Average employment. ........... bGnin db minds ame 2, 544 2, 560 | 2,014 — 546 
| Payroll cost: 
Personal services... .....-- eieaiatarlinns ..-| $14, 298, 393 $14, 530, 100 $11, 473,758 | —$3, 056, 342 
Fringe benefits. ; Vececdauadat 966, 849 989, 200 | 887, 337 | —101, 863 
Total payroll cost. ...............-... a 15, 265, 242 15, 519, 300 | 12, 361, 095 Ta 158, 205 
ENN. 5 oo sen cn ccchadatanabsssassbbs 466, 151 550, 000 440, 000 | —110, 000 
Miscellaneous operating expe mses !_____ aniae 904, 467 894, 000 855, 000 | —39, 000 
Equipment a sadscaddcdewsealy 69, 247 70, 000 70, 000 
Total cost... oan etendatt: ata oeni>ometel “16, 705 5, 107 17, 033, 300 | 13, 726, 095 —3, 307, 205 
! Justified as part of departmental total. 
TABLE I.—Summary of major workloads 
| he OF ad 
Actual, Estimated, | Estimated, 
fiscal year | fiscal year fiscal year 
1959 | 1960 1961 
ialicgaah nictcesen ances aeniai liad rte -—— ieeaecaaaaialaeieeh 
Appraisal request received (units) tietehe aca a 373, 789 329, COO 200, 000 
Guar/insured loan applications received_—.._- 236, 787 189, 000 180, 000 
Guar/insured loans closed_..................-- gy a ak eeS 206, 810 dy 203, 600 ” 165, 000 
ra a ce 204, 787 | 201, 800 163, 900 
Farm. - “mts desibe hie he hs al 223 200 100 
ee decctines ih by sdpthedlscatadge chek 1, 800 1, 600 1, 000 
Direct loans closed and fully disbursed__---__- ae — ‘18, 996 31, 900 : 9, 400 
A number of loans owned _____-_-.. i Ma callii : 139, 731 169, COO 197, 0CO 
Paepiegic EE INE i 6d6actdientgncdddécnbeduchivatnds 346 430 430 
Defaults processed during ye ar (from table IV).._....-.-.--- 91, 578 | 82, 491 82, 520 
Claims processed during year (from table V). incudbbbeabaaie 11,148 9, 000 9, 220 
Claims paid (from table V)..- ais. Lbiebe abe -+| 10, 881 8, 800 9, 000 
Property acquisitions (from table V ett ee eee 10, 466 8, 250 8, 500 
Loan acquisitions (from table VI)_..........-...---.------ oa 153 | 400 400 








Mr. Evins. Average employment in this program is down 546, from 
2,560 in 1960, to 2,014 estimated in 1961. 
Total cost is down $3,307,205. 


GUARANTEED LOAN DEFAULTS 


I was interested in the figures on the defaults. For 1959 you show 
| %1,578. This is not in dollars, i is it, Mr. Driver? 

Mr. Driver. These are numbers of defaults, case numbers. 

Mr. Evins. In 1959 you had 91,578. 

In 1960 you had 82 491. 

In 1961 you project 82,520. 

How do you dispose of these properties after they are repossessed 

or acquired? You havea large number of defaults and a large num- 
property acquisitions. What is the procedure? 
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PROPERTY MANAGEMENT 


Mr. Driver. We have a property management program. 

Mr. Evins. Sold at auctions, veterans preference ? 

Mr. Driver. We sell it just as in any other real estate activity and 
try to sell it for the most we can get out of it. We do not auction it 
off. Sales are made for what we believe to be most advantageous to the 
Government. 

Mr. Brownstein. They are sold principally through real estate 
brokers. During the period there was a housing shorts age in many 
parts of the country, we did hold acquired properties open for sale to 
veterans for a per iod of 30 days. 

Now, since there is no short: age anywhere, and since our principal 
concern is to salvage the maximum dollar for the Government, it no 
longer is necessary to have this preference. 

Mr. Evins. How much has been acquired through this sale and 

reacquisition in the last 3 years, for example? Give it to me by years. 

Mr. Brownstern. In toto we have reacquired about 48,000 proper- 
ties. This is since the beginning of the program. 

In the last year we acquired about 10,700. This was in calendar 
year 1959. That was our biggest year. 

We had on hand, at the end of December 1959, 5,537 properties, 

Mr. Evins. The amounts reverted to the Treasury amount to how 
much? Give us the figures for the last 3 years if you have them. 

Mr. Brownsrern. I can give you the cumulative figures since the 
start of the program, Mr. Evins. 

Mr. Evins. Very well. 

Mr. Tuomas. Does it mean he has 8,800 properties on hand? 

Mr. Brownstern. No, sir; about 5,500 properties. 

Mr. Tuomas. Your estimate for 1960 was what? 

Mr. Brownstern. Eight thousand two hundred and fifty. 

Mr. Tuomas. Of those 8,250 you have disposed of 2,750 and you 
have 5,500 on hand? 

Mr. Brownste1n. We acquired in the year about 10,700, and we 
disposed of, during this same year, about 9,300. 

Mr. Driver. We went into the year with a balance of about 5,000 
on hand. 

Mr. Evins. You have the dollar amounts, Mr. Brownstein ? 

Mr. Wuirtier. In dollars and number of houses the percentages 
look very small. 

Mr. Driver. We have been successful in disposing of about the 
same number we take in. 

Mr. Tomas. The next table shows percentages. 

Mr. Brownstetn. Property acquisition costs have amounted to 
$288,315,478. 

In addition we paid claims, apart from the property acquisition, 
of $219,730,153. The total is $508,045,631. 

Mr. Evrns. Percentagewise what do you show ? 

Mr. Brownstetn. On the percentages, acquisitions have run about 
nine-tenths of 1 percent. This is on total number. 

As to the dollar amount, our losses have been about 8 cents per $100. 

Mr. Evrns. I would say that is a very good record. I was im- 
pressed with the figures on table 2 regarding the direct loans. 
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Mr. Tuomas. When you acquire a property, put it in shape, pay 
your brokers, your lawyers, whatever you have to do, what is the 
average loss per house which you reacquire? 

Mr. BrownstErn. We have found that our losses will just about 
run what the foreclosure costs are and will average out at between 
$400 and $600 a case. 

Mr. Tuomas. So if, in 1960, you take back 8,800 houses you will 
have a loss there of how much? 

Mr. Brownstern. It will depend, of course, on how we make out, 
but assuming this to be about the standard, speaking of the amount, 
I have mentioned, the loss on the 8,800 houses would probably run 
about $314 million, but the veteran will owe this amount to us, or 
somewhere in the neighborhood of this amount. 

Mr. Tuomas. But you do not collect anything? 

Mr. BrownsTEINn. Yes, sir; we have collected more than $15 million. 

Mr. Tuomas. It is pretty hard on the veteran because he thinks 
when he bought that house that that was the end of it. 

Mr. Brownstein. Of course, under the law, the amount that we 
pay represents a debt due to the Government by him. 

Mr. Tuomas. Anyway, the figure runs from $400 to $600 of loss, 
but that does not cover the salaries and expenses for the operation 
of your Bureau. Those are only your direct costs. 

r. BrownsTeE1n. That is right. 

Mr. Tuomas. You can add another $100 or $150 to the loss? 

Mr. BrownstEIN. It costs us about $29 a case to process a guaranteed 
loan. This is our average administrative cost. 


VETERAN’S LIABILITY 


Mr. Botanp. You say on the amount owed by the veteran to the 
Government that the Government has to fulfill its obligation to pay 
off the bank, and you have collected about $15 million from the 
veteran ? 

Mr. Brownstetn. That is right. 

Mr. Bo.tanp. What is the total dollar figure owed by the veteran, 
the amount you have not been able to collect? 

Mr. Brownstein. We have charged off and reported to the General 
Accounting Office as uncollectible about $35 million. 

- addition we have on our books at the present time about $16 
million. 

Mr. Botanp. How hard do you press the veteran? Do you turn it 
over to the Comptroller General or the General Accounting Office or 
do you attempt to collect it? 

Mr. Brownstein. We attempt to collect, ourselves, first. It de- 
pends upon what the veteran’s circumstances are. 

If he has the ability to pay, then we endeavor to effect collection 
from him. 

If he has not the ability to pay, then we will consider a compromise 
offer of something in line with his paying ability. 

After we determine it is uncollectible it goes to the General Ac- 
counting Office and they often refer the case to the Attorney Gen- 
eral for suit. 
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Mr. Botanp. Are you charging him interest during this process? 

Mr. Brownstern. Yes, sir. We charge him 4 percent interest on 
his debt to us. 

Mr. Evins. You have a very good record in that field and also jn 
the guarantee and direct-loan program. 

I notice in the farm loans for 1959 they number 71,532 in 1960, and 
estimated for 1961 it is 71,632. 

Loans retired are shown, and percentagewise at the bottom of the 
page the defaults amount to 1.6 percent. 

Mr. Brownstern. Yes, sir. 

Mr. Evins. How does ‘that compare with commercial transactions? 

Mr. Brownstein. We think it compares very favorably, Mr. Evins, 
particularly when you recognize that most of these were very low 
equity loans. They had paid little or nothing down. 


DIRECT LOANS 


Mr. Evins. Since the record is so good why do we have so mach 
difficulty—I imagine that is the problem of Congress—in getting 
funds from Congress for direct. loans? Is this under your province? 

Mr. Brownstern. We make direct loans with the funds that are 
authorized for this purpose. 

Mr. Evins. They are committed about. as soon as you can make allo- 
cations; are they not? 

Mr. Brownstein. Yes, sir. 

Mr. Evins. How many applications are requested for farm loans 
which are pending ? 

Mr. Brownstern. The total on our waiting list for direct. loans as 
of the end of January was about 29,000. This program will expire 
on July 25 of this year and between now and July we will have enough 
money to make less than half of the number that are cur rently on the 
waiting list. 

Mr. Evans. 29,000 applications and you have funds available to 
make less than half the requests ? 

Mr. Brownstern. Yes, sir. 

Mr. Bouanp. In what. section of the country do most of the applica- 
tions come from for these loans ? 

Mr. Brownsrern. Rural areas and small towns. 

Mr. Bo.anp. I realize that but is there any particular section of the 
Nation ¢ 

Mr. Brownsrern. Our heaviest volume is in the South. We have 
made more direct loans in North Carolina than in any other State. 

The next States in activity are Kentucky, Ohio, and Virginia. We 
have rather heavy concentrations, too, in the Middle West. 

Mr. Y ates. What interest do you chs arge on the direct loan ? 

Mr. Brownstern. Same as on guarantee loans; 51/4 percent. 

Mr. Yares. Is it a cheaper loan than the others Do you charge 
commissions and other incidental expenses that. are pertinent to the 
guarantee loan / 

Mr. Brownstern. The standard closing costs are charged, Mr. Yates. 
We charge the veteran 1 percent out of which we pay the cost of 
appraisal, pay the loan closer, and the credit report. 


li 


M 
fisca 
have 

M 

M 

M 
for 
wal 

M 
lan 

y 
nun 


in 
in 


Ac 
in! 


be 
pe 


ar 








— 


— hl 


| 


413 


In addition to that he pays the cost of the title evidence, recording 
fees, and so forth. 

Mr. Yates. How many applications for loans do you have in this 
fiscal year and how does it compare with last fiscal year? Do you 
have this on a calendar basis ? 

Mr. Brownsrern. Applications are not 

Mr. Yarers. Is that not correct 

Mr. Brownstein. Here is the problem. A veteran writes in to us 
fora direct loan. We already have a very substantial number on our 
waiting list. 

Mr. Yates. I am not talking about direct loans, Mr. Brownstein. 
[am talking about the guarantee program. 

Mr. Brownstern. In fiscal year 1959, 236,787. That was the actual 
number for fiscal 1959. 

Our estimate for 1960 was 189,000. 





INTEREST RATES 


Mr. Yates. What was the interest rate during fiscal 1959? 

Mr. Brownstein. The interest rate up until July 2, 1959, was 434 
percent. 

On July 2 it was increased to 514 percent. 

Mr. Yates. When did the bulk of your applications come in? 

Mr. Monk. The increased interest rate was in effect in fiscal year 
1960. 

Mr. Yares. Four and three-quarters percent was in effect for all of 
fiscal year 1959 ¢ 

Mr, Brownstein. Yes; until July 2. 

Mr. Monk. Fiscal year 1959 ends on June 30, so for all intents and 
yurposes the increased rate was in effect for the entire fiscal year 
eginning July 1959. 

Mr. Yares. That is not right. 

Mr. Tuomas. How much of your business increased by virtue of 
your increased interest rate ? 

Mr. Brownstein. It was not a matter of increased business really, 
Mr. Chairman. The market tightened so much right about the same 
time that our interest rate went up, that by the time our rate went to 
54, percent other interest rates had gone to 5%4 and 6 percent. So 
it was more a case of not drying up completely than it was getting 
an increase. 

Mr. THomas. We will put it another way then—you advocated this 
increase in interest rates and your business has fallen off 3314 percent 
inthe last 2 years, Cutit any way you want to. 

Mr. Brownsrern. Let me say that what we advocated was that the 
Administrator be given the same discretion in this area of fixing 
interest rates as the FHA Commissioner has, and that was not granted. 

Right after we raised our rate in July, the FHA rate in Septem- 
ber went to 534, so again we found that the GI program was at a com- 
petitive disadvantage in this area, 

Mr. Yares. I would like to clarify that figure for fiscal year 1959 
and the interest rate for fiscal year 1959. 

You said the interest’rate went up on July2. July 2 of what year? 
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Mr. Brownstein. July 2, 1959. 

Mr. Yates. So the new interest rate would be applicable for fiscal] 
year 1960? 

Mr. Brownste1n. Throughout fiscal year 1960. 

Mr. Yates. So the interest rate for fiscal 1959 was 434 percent? 

Mr. BrownstTEIn. Yes. 

Mr. Yates. The higher interest rate, which was 514, became effec. 
tive on July 2, 1960, and with that higher 

Mr. BrownstTEIn. July 2, 1959. 

Mr. Yares. For fiscal year 1960. 

With that higher interest rate you still had much less business than 
in the previous fiscal year ? 

Mr. BrownsteIn. Yes, sir. 

Mr. Yates. Was there more equal relationship in interest. rates 
between the veterans’ programs and those of FHA during 1959! 
Was the amount of interest that FHA permitted higher than the 
amount you permitted ; lower, or the same? 

Mr. Brownsrern. For a goodly part of fiscal year 1959 we had the 
effects of the $1 billion in spec ial assistance that was given to FNMA 
by the emergency housing legislation of 1958. This accounted for a 
substantial volume of our activity during 1959, but in addition, dur- 
ing that same period, there had been some e: sing in the money 
market. 

Asa matter of fact, in the middle and latter parts of 1958 there was 
quite a good supply of mortgage funds available and considerable 
interest in GI homes. 

However, beginning with calendar 1959, early in the year, the mar- 
ket tightened very substantially, and when that occurred the interest 
in the VA guaranteed loan diminished. 

Mr. Yates. Why should you not increase the direct loan program! 
Wouldn’t that be an answer to the situation ? 

Mr. Brownstern. The direct loan program is and always has been 
designed as supplemental. It was one supplemental to the guarantee 
program. 

Mr. Yates. To take up any slack in the guarantee program when 
funds were not available under the guarantee program ¢ 

Mr. Brownstern. In areas where funds historically have not been 

available for mortgages, Mr. Yates, principally the small towns and 
rural areas. 

It was never designed to accomplish the major job that the guar- 
antee program has done. 

For example, in 1955 our volume of activity was over $7 billion. 
This would mean that the Treasury would have quite a job raising 
enough funds immediately to sustain a program of this magnitude. 

Even last year, calendar year 1959, our guaranteed loan activity, 
even though it declined sharply, was still over $2.8 billion dollars. 

Mr. Evins. Is it your plan to go out of the direct loan business in 
July of this year? 

Mr. Browstern, The law expires on that date and in our planning 
we have no choice but to assume it stops then. 





LOAN GUARANTEE WORKLOADS 


Mr. Evtns. Place in the record 8-34, 8-35, 8-36, and 8-37. 
(The pages referred to follow :) 
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TABLE 1V.—Estimate of claims filed 


{Number} 


























- 
| Actual, Estimated, | Estimated, 
| fiscal year fiscal year fiscal year 
1959 1960 | 1961 
———_$—$—$—$— $$ $$ — ——— Pot 
Defaults in process at beginning of year (excludes loans owned | | | 
by VA) a a : | 47,479 45,191 | 45, 000 
Home-...-.--- a eae ess, Gidea 45, 403 43, 745 | 43, 700 
Farm a all at | 338 27 270 
Business jae ; ; ; 1, 738 1,172 1, 030 
Defaults reported during year (from table ITT) : ae, 89, 290 82, 300 82, 520 
Home , a sil 88, 313 81, 680 | 82, 000 
Farm 301 250 220 
Business 676 370 | 300 
Defaults in process at end of year “ 45,191 45, 000 45, 000 
Home c = 43, 745 43, 700 43, 700 
Farm onl 274 | 270 | 270 
Business : 1,172 | 1, 030 1, 030 
Defaults processed during year--- ee : S 91, 578 | 82. 491 82, 520 
| : \~ ; 
Home.- : ; Pt. 89, 971 81, 725 82, 000 
Farm 365 254 220 
Business- . 1, 242 | 512 | 300 
Defaults cured ‘ : 80, 612 | 73, 491 73, 300 
Home...- Cs 79, 276 72, 846 72,845 
Farm 334 235 | 205 
Business - 1, 002 410 250 
Claims filed (to table V) 10, 966 9, 000 9, 220 
Home 10, 695 8, 879 9, 155 
Farm 31 | 19 | 15 
Business ji ; ; is 240 102 | 50 
TaBLe V.—Estimate of claims paid 
> . } 7 . 
Actual, | Estimated, | Estimated, 
fiscal year | fiscal year fiseal year 
1959 1960 1961 
Claims in process at beginning of year 6s salbat ance bien hota 684 | 502 | 502 
a ‘ee es le i 574 | 408 | 410 
Farm 4 2 
Business _- ; 110 | 90 | 90 
Claims filed (from table IV) 10, 966 | 9, 000 9, 220 
Home 10, 695 8, 879 9, 155 
Farm 31 | 19 | 5 
Business : 240 | 102 | 50 
Claims in process at end of year. ; 502 | 502 | 502 
Home { 408 | 410 41¢ 
Farm 4 2 2 
Business 90 | 90 | 9 
Claims processed during year 11, 148 9, 000 9, 220 
Home 5 10, 86% | 8,877 9, 155 
Farm : . 27 | 21 | 15 
Business _. : 260 | 102 50 
Claims cured : 267 200 220 
Home i , . 265 197 217 
Farm ; l l » 
Business ae 1 2 2 
Claims paid (to table VI 10, 881 8, 800 9, 000 
Home Fo 10, 596 8, 680 8, 938 
Farm ; — 26 20 14 
Business bs ‘ 259 | 100 45 
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TaBLe VI.—Estimate of loan and property acquisitions 





nner 
| | 
| Actual, | Estimated, | Estimated 
fiscal year fiscal year | fiscal year’ 
1959 1960 1961 

sibs Rt Alii Dea cence seen Gacenlhdpectcionds SET nee : PS 
Claims paid (from table V)-_..-...---- 2 10, 881 8, 800 9, 000 
EE eee eae es aa 10, 596 860| am 
a awe : 285 120 2 
Ratio of property acquisitions to claims paid: “Sea 
PN 6 5 os ch puis dennt si ab dines Sine ; | 98. 6 95.0 95.0 
in leet htt ate hieimemenmemmenns oe 5.6 5.6 5.6 
Property I iin eeemieeni eo 10, 466 | 8, 250 8, Or 
a danediene dcceoahp qiey oie Bama ces es 10, 450 8, 243 8. 495 
SI cnnd tits case kip hciaibataeatiaie desta heen 16 7 | 5 
CECE SLE LOE CLL LL CRED : 153 400 | ee 
Total Joan and property acquisitions... ....___- = 10, 619 8, 650 8 900 
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Basic functions of loan guarantee 


1. Determination of eligibility for benefit and issuance of evidence of such 
determination. 

« 2. Review and approval of applications for guarantee or insurance of loans. 
3. Establishment and enforcement of minimum standards of construction, 
4. Determination of reasonable values for properties. 

' §. Payment of claims made under the contract of guarantee or insurance in 
‘connection with defaulted loans. 

6. Management and disposition of properties acquired resulting from loan 
defaults and claim payments. 

7. Management of the portfolio of loans held by the Veterans’ Administra- 
tion as a result of the sale of acquired properties. 

‘. 8. Provide financial and technical assistance to specified physically handi- 

capped veterans in acquiring specially adapted housing. 

9. Make direct loans under specified conditions. 

10. Administration of the direct loan program which involves all the activ- 
ities of a mortgagee. 

‘The fiscal year 1961 workload projections for these functions, 200,000 ap- 
praisal requésts and 165,000 guaranteed and insured loans closed, are justified 
by experience, the outlook with respect to a high level of employment nationally. 
and anticipated economic conditions, plus the large number of Korean veterans 
who are eligible for loan benefits. 

. In formulating fiscal year 1961 estimates two oncoming developments assure 

special importance, they are: 

(a) Expiration of the entitlement of World War II veterans for loans 
as of July 25, 1960. 

(b) Expiration of authority to enter into commitments to make direct 
loans as of July 25, 1960. 


Average employment and payroll cost 


The following table provides a comparison of actual average employment 
by function for the fiscal year 1959 with the estimated requirements for fiscal 
years 1960 and 1961: 


Actual, Estimated, Estimated, | Increase (+) 

fiscal year fiscal year fiscal year or decrease 

1959 1960 1961 (—), 1961 

over 1960 
reel el cheresinennenmiiaaleeditaiene SS SSS atiaaieiemadiid ee 
Office of Chief_... . 229 229 190 —39 
Appraisal Section 740 670 395 —275 
(oan Processing Section 612 | 665 | 379 | — 26 
oan Service and Claims Section | 690 724 | 778 +h 

Property Management Section eaan 273 | 272 | 272 
| 


Total average employment. 2, 544 2, 560 | 2,014 — 546 
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As can be noted from the above table, the major portion of the employment 
decline is in the appraisal and loan processing functions. The increased em- 
ployment required for the loan service and claims function is justified on the 
pasis of having a greater number of outstanding loans to service during fiscal 
year 1961 than in previous years. The man-year requirements for the property 
management function are projected at the same level as our fiscal year 1959 
experience. 

FINANCE PROGRAM 


Mr. Evins. The Finance program shows $7,816,787. 
There are no questions on that. 


Insert page 8-39. 
(Page referred to follows :) 


FINANCE $7,816,787 


Summary of requirements 

















| | 
Actual, | Estimated, | Estimated, | Increase (+) 
| fiscal year | fiscal year fiscal year or decrease 
1959 1960 } 1961 (—), 1961 ; 
over 1960 
a | —_ — —— = | a 
Average employment 2, 478 2, 164 | 1, 763 | —401 
| i= = = >| ————————— 
Payroll cost: | 
Personal services. | $11,908,897 | $10,648,891 | $8,762,613 | —$1, 886, 278 
Fringe benefits ‘ 830, 325 | 714, 756 687, 587 —27, 169 
|-—-------- ---—-| ----_-——---  -| ——$— | 
Total payroll cost. | 12,739, 222 | 11, 363, 647 9, 450, 200 | —1, 913, 447 
Travel, employee | 33, 175 25, 000 | 20, 000 —5, 000 
Miscellaneous operating expenses !___ i 290, 065 266, 000 261, 000 —5, 000 
Equipment > | 152, 071 | 145, 000 125, 000 | — 20, 000 
Total cost. 13, 214,533 | 11,799,647 | 9, 856,200 | —1, 943, 447 
Less: common service _. —2, 368,266 | —2,134,869 | —2,039, 413 | +95, 456 
——— ---  - |——-_____ ——— - — anengemgythe 
Net cost.._. | 10,846,267 | 9, 664, 778 7,816,787 | —1,847, 91 
Adjustment | 285, 000 +285) 000 
_ ee —_— —_—$—$————__. } — ~ ———_ 
Total adjusted to current fund avail- 
ability | 10, 846, 267 | 9, 379, 778 7,816,787 | —1, 562, 991 
| j | 
Justified as part of departmental total. 
Summary of major workloads 
ce sonhaom pihaicnisterntinenen 
Actual, | Estimated, Estimated, 
Recurring payments fiseal year fiscal year fiscal year 
1959 1960 1961 
Compensation and pension and vocations] rehabilitation oat 42, 168, 300 49, 518, 224 18, 689, 988 
Readjustment training and war orphans..................-- .| 3, 735, 835 | 3, 026, 026 | 2, 178. 729 
ass et cn dbtabblintadna Sh oetinaiipes Seek Th 3, 759, 348 | 3, 496, 194 | 3, 28, 422 





PERSONNEL 


Mr. Evins. Personnel, $1,216,543. Here again the payroll is down 
five less employees. The total budget is up $18,573. 
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AUTOMATIC DATA PROCESSING CENTER 
Mr. Evrns. Insert 8-45, Automatic Data Processing Center, 
$1,170,075. 
(Page 8-45 follows:) 


Automatic Data PRocEssInc CENTER, $1,107,075 


Summary of requirements 








| Actual, | Estimated, Estimated, | Increase (+) 
| fiscal year fiscal year | fiscal year or decrease 
1959 1960 1961 (—), 196) 
| | Over 1960 
Average employment 23 75 | +59 
Payroll cost: i oo Soe 
Personal services- $152, 516 $397, 295 +$244, 779 
Fringe benefits. 10, 116 30, 794 +20, 678 
Total payroll cost - _-- 152, 632 428, 089 +265, 457 
Travel, employee ev 10, 000 10, 000 
Miscellaneous operating expenses ! ; 361, 650 653, 986 | 4-292, 336 
Equipment. --__-- 25, 000 15, 000 —10, 000 
Total cost_._. 559, 282 1, 107, 075 +547, 7 


! Justified as part of departmental total. 


This estimate is to provide the necessary funds required to establish an 
electronic data processing center. The funds requested will cover personal 
service costs, travel, and other necessary operating expenses incident to the 
maintenance and operation of the processing center at Hines, Il. 

Data processing function relating to benefit payment accounting and statisties 
for disability and death benefit programs will be consolidated at this center, 
The conversion to the new operation is to be initiated on or about January 1, 
1960, and completed by December 31, 1960, or as soon thereafter as possible. 
Other applications such as loan guaranty accounting, property management, 
and DVB work measurement will be converted to electronic processing as 
determined feasible. 

Average employment and payroll cost 

The increase of 52 in average employment for fiscal year 1961 over fiscal 
year 1960 will staff the center to its established complement of 83 employees 
as of June 30, 1961. It is estimated that there will be 52 on duty as of June 30, 
1960. 

EMPLOY MENT 


Mr. Evins. We have an increase here shown of 52 employees. Is 
that correct ? 

Mr. Driver. The increase of 52 is at the Electronics Center which 
when fully staffed will have about 85 people in it. 

The decrease will come out of all the regional offices around the 
country and we have already made substantial decreases as a result 
of going into this program. 

In fiscal 1959 we reduced 316 positions in a preliminary procedural 
change to the electronic installation having to do with converting 
all of our payment records to a mechanization system. 

These payment records will be used to feed into the electronic 
system to make electronic tape. 

In 1960 we reduced 227 positions as a result of this and in 1961—— 

Mr. Evins. Say that again ? 

Mr. Driver. In 1959 it was 316. 

Mr. Evins. Employees? 
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Mr. Driver. That much less positions. 

Mr. Evins. Transferred elsewhere or taken off the rolls? 

Mr. Driver. Reduced from the rolls. 

In 1960 it was 227 and in 1961 there will be 539 positions surplus 
asa result of this program, for a total of 1082. 

Mr. Evins. That is a substantial reduction if they are really bona 
fide-—— 

Mr. Driver. Under “Finance” there is a reduction of 401 people 
in 1961 from 1960. Most of these are attributable to this program. 

Mr. Evins. You are to be commended for that. 


MISCELLANEOUS OPERATING EXPENSES 
Mr. Evins. Insert the pages pertaining to “Miscellaneous operat- 
af - 5 
ing expense. 
(The pages referred to follow :) 
MISCELLANEOUS OPERATING EXPENSES, $7,233,779 


Summary of requirements 


Actual, Estimated, Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 


over 1960 


Type of expenditure: | 


Travel, local $187, 332 | $180, 330 $169, 330 —$11, 000 
Transportation of things | 284, 842 | 414, 405 247. 100 | — 167, 305 
Communications. -. | 2, 151,686 | 2, 073, 231 2, 059, 000 | —14, 231 
Rents and utilities -. 1, 138, 826 | 1, 306, 513 1, 551, 349 | +244, 836 
Printing and reproduction : | 1, 119, 162 | 1, 103, 000 1, 020, 500 | —82, 500 
Other contractual services_- £ 936, 210 | 914, 600 | 902, 600 | —12, 000 
Supplies and materials | 1, 303, 903 1, 329, 200 1, 283, 900 | —45, 300 

Total cost- 7, 121, 961 7, 321, 279 7, 233, 779 | —87, 500 


Travel, local 


The funds requested are to provide for travel of employees within the metro- 
plitan area of their duty station. It includes the cost of streetcar, bus 
tokens, and passes, taxi fares, and other cash fares for local transportation. 


Transportation of things 


The estimated funds required are to cover the cost of transportation of house- 
hold goods and personal effects of employees transferred from one official station 
to another; charges by common carriers for freight, express, demurrage, switch- 
ing, drayage, and other costs incident to local transportation; and parcel post 
fees. The noticeable fluctuation in these costs between the past year, the cur- 
rent year, and the budget year is attributable to the expense of shipping claims 
files in connection with the decentralization of approximately 1 million active 
death claims cases in fiscal year 1960. 

Communication services 


The funds requested will provide for the cost of penalty mail; fees other 
than parcel post; necessary telegraph and teletype service; local and long- 
distance telephone service and installation ; relocations, and repairs of telephone 
equipment. Included in this estimate are funds needed in fiscal year 1961 to 
cover a 17-percent increase in parcel post rates effective February 1, 1960. 

Rents and utilities services 

Includes requirements for the rental of special office space for guidance cen- 
ters, training offices, and other VA offices at selected locations. Includes rental 
of tabulating machine equipment and automatic data-processing equipment. 
Includes requirements for electricity, gas, water, heat, and other utilities, in- 


cluding reimbursement to other Government agencies when billed separately 
from rent. 
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Printing and reproduction 

This estimate eovers the cost of forms, form letters, letterheads, tabulating 
punched cards, marginal punched continuous paper, manuals, circulars, interjy 
issues, and other instructional, procedural, or informational publications ; charts, 
graphs, spcial reports, and other special processes, such as photocopy, photo- 
stating, blueprinting, etc. 

Other contractual services 

Includes requirements for other contractual services, not otherwise Classified, 
and covers cost of maintenance and operations of buildings ; contracts for cleap- 
ing of rugs, drapes, slipcovers, etc. ; and court costs in connection with guardian- 
ship activities. Includes requirements to cover the cost of preventative maip- 
tenance of office furniture, furnishings, and equipment at field stations and 
central office, where it is to the advantage of the Government to have repairs 
accompilshed by local firms or where local facilities are not adequate to pro- 
vide this service. Also includes requirements to cover loan guarantee fee ap. 
praisals, property inspections, special land planning, sanitation and drainage 
studies, ete. Of the $902,600 required for “Other contractual services,” $440,000 
is required for this purpose. 

Supplies and materials 

The estimate provides $816,600 for the purchase of general office supplies and 
special items of office supplies; such as controlled envelopes, carbon paper for 
accounting machines, tabulating machine supplies, photocopying paper and ma- 
terials, film for microfilming, rubber stamps, duo photo supplies, and other 
expendable supplies; also included is the cost of books for libraries other than 
legal. 

Also required is $32,250 for books for legal libraries. These funds are re 
quired to maintain existing legal libraries on a current basis involving the 
purchase of books, supplements to existing sets of citations, legal digests, and 
subscriptions to various annotations and pocket pacts issued annually in supple 
ments to existing sets of legal books now in use. 

One thosuand and fifty dollars is required for newspapers and periodicals, 
These funds are to cover the purchase of technical, trade, and other periodicals. 
Of the total amount requested only $300 falls within and is classified as limita- 
tion purchases as imposed by appropriation language. 

The estimate provides $434,000 for fiscal year 1961 for the purchase of flags 
for interment. These funds will provide for 85,100 flags at an average cost 
of $5.10 per flag, an increase of 52 cents per flag over the past year. The unit 
cost per flag for fiscal year 1959 was $4.58. 


Mr. Evins. Rents and utilities are up $244,836. That is a large in- 
crease. Explain it, please. 

Mr. Driver. This has to do with rental of the electronics system be- 
ing installed in Chicago for this program we just referred to. 


Prog 
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CoMPENSATION AND PENSIONS 


Program and financing 


Program by activities: 
1, Compensation: 


(a) 


(b) 


Living veterans 
Spanish-American War 


World War I 
World War II 
Korean conflict 
Peacetime service 


Subtotal 


Deceased veterans 
Spanish-American War 
World War I 
World War II 
Korean conflict 
Peacetime service 


Subtotal 


Total, compensation 


2. Pensions 


(a 


(b 


3. Other 


Living veterans 
Yellow-fever experiments... 


Indian wars 
Civil War 


Spanish-American War... 


World War I 
World War II 
Korean conflict 
Peacetime service 


Subtotal 


Deceased veterans 


Mexican War 
Indian wars 
Civil War_. 
Spanish-American War 
World War I 

World War II 

Korean conflict 
Peacetime service 


Subtotal 


Total, pensions 


(a) Emergency officers 
(b) Adjusted-service and dependents pay 936 
(c) Subsistence allowance 


(d 


4. Relation of costs to obligations 
obligations of other years, net (—) 


Initial burial allowance . 
(e) Special allowance, dependents (72 Stat. 1128 


Total, other__ 


Total program costs 


Total program (obligations) -- 


Financing 


Unobligated balance brought forward_.. 


Unobligated balance carried forward 


New obligational authority 


Costs financed from 


1959 actual 


-| 


$644, 319 
--«| 217,230, 953 
1, 133, 526, 045 
178, 564, 305 

, 288. SOR 


: 1, 474, 234 
_ 64, 863, 671 
316, 920, 808 

47, 974, 487 

42, ORD, 561 


473, 313, 761 


O70, 568, 191 


51, 785, 875 
686, 469, 335 
71, 366, 62¢ 
4, 752, 538 








1, 152, 853, 633 


3, 548, 219 
15, 353, 137 
33, 248, 013 

60, 699 
52, 206, 004 


3, 275, 627, 828 


3, 273, 300, 000 


Object classification 


1959 actual 


1960 estimate 


$565, 000 | 

204, 394, 000 | 
1, 126, 222, 000 | 
183, 600, 000 | 
76, 280, 000 | 


1, 591, 061, 000 


1, 393, 000 
63, 601, 000 
317, 575, 000 
49, 326, 000 
47, 764, 000 


479, 659, 000 


? O70, 720, 000 


5, 000 
77, 000 
2 000 

46, 628, OOO 
678, S69, 246 
81, 519, 000 
6, 207, 000 

46, 000 


813, 353, 246 


2, 000 
564, 000 
, 377, 000 
412, 000 
257, 826, 000 
36, 742, 000 
, 739, 000 

29, 000 


oA 


359, 691, 000 


1, 17% 


os 


044, 246 


w 


502, 000 

1, 000 
13, 400, 000 
41, 428, 000 
75, 000 


58, 406, 000 


w 


, 802, 170, 246 


wo 


—2, 170, 246 


~ 


, 300, 000, 000 } 


1960 estimate 


3, 302, 170, 246 | 


1961 estinfate 


$509, 000 
190, 172, 000 
1, 119, 059, 000 
186, 310, 000 
85, 344, 000 


1, 581, 394, 000 


1, 265, 000 
62, 162, 000 
318, 450, 000 
50, 388, 000 
52, 629, 000 


484, 894, 000 


2. 066, 288, 000 


5, 000 

63, 000 

2, 000 

41, 761, 000 
991, 824, 000 
102, 008, 000 
9, 090, 000 
43, 000 


1, 144, 796, 000 


2, 000 
511, 000 

3, 010, 000 
57, 281, 000 
324, 269, 000 
177, 889, 000 
8, 022, 000 
27, 000 


571, 011, 000 


1, 715, 807, 000 


3, 406, 000 
1, 000 

9, 916, 000 
44, 497, 000 
85, 000 


57, 905, 000 


3, 840, 000, 000 


w 


3, 840, 000, 000 


wo 


, 840, 000, 000 


ew 





1961 estimate 


22 Pensions, annuities, and insurance claims (total costs) 


4 ...|$3, 275, 627, 828/$3, 302, 170, 246) $3, 840, 000, 000 
Costs financed from obligations of other years, net (—)-..._._- —15, 255 aks 


Total obligations | 3, 275, 612, 573) 3, 302, 170, 246| 3, 840, 000, 000 
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Mr. Evins. Compensation and pensions, pages 9-1 through 9-9, 
JUSTIFICATION OF THE EsTIMATES 
Please insert those pages in the record. 
(The pages referred to follow :) 
COMPENSATION AND PENSIONS 


The total requirements for the past, current, and budget years are summarized 
by major category as follows: 


Actual, fiscal Estimated, fiscal | Estimated, fisea] 





year 1959 year 1960 year 196] 
Appropriation. .___- ? Fee ; 7 1 $3, 273, 300,000 | 2 $3, 405, 000, 000 $3, 840, 000, 000 
Unobligated balance brought forward __. +-4, 482, 819 +-2, 170, 246 e 
Unobligated balance carried forward 2, 170, 246 | 
i 
Total obligations : , 3, 2 3, 407, 170, 246 3, 840, 000, 000 
Adjustment of obligations to costs (net) 3 sade ne 
Total costs , ao 3, 275, 627, 828 3, 407, 170, 246 | 3, 840, 000, 000 
Compensation 2, 070, 568, 191 2, 070, 720, 000 2, 066, 288, 000 
Pensions_.-- * _ | 1, 152, 853, 633 | , 278, 044, 246 | 1, 715, 807, 000 
Other. a | 52, 206, 004 | 58, 406, 000 | 57, 905, 000 


j 
| 


! Includes $20,800,000 transferred from Readjustment Benefits Appropriation, 
2 Includes estimated supplemental of $105 million. 
3 Costs financed from obligations of other years. 


The funds requested under this title are to cover the payments of all compensa- 
tion, pensions, and allowances authorized by the Congress, including emergency 
officers’ retirement. pay and annuities, as well as the payment for subsistence 
allowance to veterans receiving vocational rehabilitation under title 38, U.S.C, 
chapter 31, initial burial allowances, payments due under World War I Ad- 
justed Compensation Act in cases where benefits are not covered by the issuance 
of adjusted service certificates, and special allowances under 72 Stat. 1128 
(38 U.S.C. 412). 

The caseloads and average payments used in preparation of these estimates 
are based on the experience obtained in fiscal year 1959 and prior years, with 
consideration given to various conditions which will affect the number of cases 
or amounts of payments to the separate classes of beneficiaries during fiscal 
years 1960 and 1961. Significant among these are 11 laws enacted by the Ist 
session of the 86th Congress, relating to veterans and their dependents and 
payable under this appropriation. The major enactment, Public Law 86-211, 
“Veterans Pension Act of 1959,” approved August 29, 1959, becomes effective 
July 1, 1960. Itis estimated to cost approximately $284,076,000 during the budget 
year. This act modifies the pension program for the veterans of World 
War I, World War II, and the Korean conflict, and their widows and children, 
in the following major respects : 

(a) A sliding scale of pension is provided based on specified income limita- 
tions and family status. 

(b) All money received is considered, except certain excluded income. 

(c) The income of a spouse in excess of $1,200 is considered as the veteran's 
income. 

(d) All waived income is counted. 

(e) Pension may be denied because of the net worth of the veteran, widow, 
or child. 

(f) Pension is provided for widows and children of World War II and Ko- 
rean conflict veterans on the same basis as widows and children of World War 
I veterans by removing the requirement that the veteran must have had a service- 
connected disability at death. 

(7) Pension for any war veteran receiving hospital or domiciliary care by the 
Veterans’ Administration will be reduced to $30 after 2 full months. The re- 
mainder of the pension may, however, be apportioned for his wife and children. 
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No pensioner on the rolls on June 30, 1960, will have his pension reduced by 
reason of this law. Pensioners may, however, elect higher benefits under the 
new law. . ; . 

The act also provides that an invalid life may be furnished, if medically in- 
dicated, for any veteran who receives pension based on the need of regular aid 
and attendance. 

Current year requirements in both the compensation and pension programs 
will exceed earlier estimates, necessitating a supplemental appropriation in an 
anticipated amount of $105 million. This increased need in fiscal year 1960 is 
largely attributable to the pension caseload increasing at a greater rate than 
was originally estimated. 

The total appropriation requested amounts to $3,840 million, which repre 
sents an increase of $432,829,754 over the estimated cost for the current fiscal 
year and an increase of $564,372,172 compared with the past fiscal year. Ap 
proximately two-thirds of the increase over current year requirements is at- 
tributable to the costs of new legislation. 

Actual and estimated costs and average caseloads are summarized respectively 
for each major entitlement category in the following two tables: 

The actual and estimated costs are listed below in detail by activities, for each 
of the major categories. 


Actual, | Estimated, Estimated, 
fiscal year | fiseal year fiscal year 
1959 | 1960 1961 
= = | acalnaaias 
| | 
Total costs___- ‘ scion ...--| $3,275, 627,828 | $3,407,170,246 | $3,840,000, 000 


Compensation, total 2, 070, 568,191 | 2,070, 702,000 2, 066, 288, 000 











Living veterans, total__. , 1, 597, 254,430 | 1,501,061,000 | 1, 581, 394,000 
Spanish-American War aol 644, 319 | 565, 000 | 509, 000 
World WarTl _. 217, 230, 953 | 204, 394, 000 | 190, 172, 000 
World War IT 1, 133, 526,045 | 1, 126,222,000 | 1,119,059,000 
Korean conflict , 305 | 183, 600,000 | 186, 310, 000 
Peacetime service 88, 808 | 76, 280, 000 | 85, 344, 000 

Deceased veterans, total 473, 313, 761 | 479, 659, 000 | 484, 894, 000 
Spanish-American War. 1, 474, 234 | 1, 393, 000 | 1, 265, 000 
World War I } 64, 863, 671 | 63, 601, 000 | 62, 162, 000 
World War IT 316, 920, 808 | 317, 575, 000 | 318, 450, 000 
Korean conflict 47, 974, 487 49, 326, 000 | 50, 388, 000 
Peacetime service 42, 080, 561 | 47, 764, C00 | 52, 629, 000 

Pensions, total____- : 1, 152, 853, 633 | 1,278,044,246 | 1,715, 807,000 

Living veterans, total 814, 521, 848 | 918, 353, 246 1, 144, 796, 000 
Yellow fever experiments 4, 800 | 5, 000 5, 000 
Indian wars 97.177 | 77. 000 63, 000 
Civil War 2,709 2, 000 2, 000 
Spanish-American War 51, 785, 875 | 46, 628, 000 | 41, 761, 000 
World War I 686, 469, 335 | 783, 869, 246 -| 991, 824, 000 
World War II 71, 366, 623 81, 519, 000 102, 008, 000 
Korean conflict 4. 752, 538 6, 207, 000 9, 090, 000 
Peacetime service 42,791 46, 000 43, 000 

Deceased veterans, total 338, 331, 785 359, 691, 000 571, 011, 000 
Mexican War 2,771 | 2,000 | 2, 000 
Indian wars , 810 | 564,000 | 511,000 
Civil War 2, 730 | 3, 377, 000 | 3, 010, 000 
Spanish-American War \, 657 59, 412, 000 | 57, 281, 000 
World War I ,493 | 257,826, 000 | 324, 26 
World War IT 3, 276 36, 742, 000 
Korean conflict , 677 1, 739, 000 | 8, 022, 000 
Peacetime service , 371 29.000 | 27,000 

Other, total 52, 206, 004 | 58, 406, 000 | 57, 905, 000 

Emergency officers’ disability retirement (World 

War I) 3, 543, 219 3, 502, 000 3, 406, 000 

Adjusted service and dependents pay 936 | 1,000 } 1,000 

Subsistence allowance for disabled veteran trainees 15, 353, 137 | 13, 400, 000 9, 916, GOO 

Initial burial allowances 33, 248, 013 


41, 428, 000 | 


44, 497, COO 


Special allowance, dependents (72 Stat. 1128 (38 
U.8.C, 412)) 60, 699 75, 000 | 85, 000 


OO 
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The actual and estimated average caseloads are listed below in detail by actiyj- 
ties for each of the major categories : 


a 


Actual, Estimated, | Estimated 
fiscal year | fiscal year | fiscal year’ 
1959 1960 | 1961 


Compensation, total........-...--. Panameaeernt ait tebevarn 6 Shin 2,446,521 | 2, 436, 362 2, 426, 950 


Living veterans, total....................-.------.-----.-- .| 2,059,257 | 2,047,522 | 2, 086, 199 





Spanish-American War Gieansi sae P 254 222 200 
World War I : 195, 858 | 181, 200 167, 700 
Weed Werks. 2022. det ack lisiil. i ; 1,570,596 | 1,559,000 | 1, 547’ g99 
Korean conflict ___..--.- he ; 203, 013 206, 200 208, 400 
Peacetime service--- ened ‘ so 89, 536 100, 900 112, 000 
Deceased veterans, total. .............-- aS 387, 264 388, 840 | 390, 850 
es eampenineiin i 999 | 940 850 
World War I- | 46, 763 45, 300 43, 900 
World War II 2 @ } 275, 100 | 275, 000 
Korean conflict 37, 300 38, 000 
Peacetime service - 30, 200 33. 100 
Nk ad Sa Settle 1, 347, 196 1, 479, 317 1, 863, 816 
Living veterans, total..................- ; ; 834, 689 932, 398 1, 063, 873 
Yellow fever experiments ; : 2 2 2 
Indian wars. . 73 55 45 
Civil War--- Sis’ ens : 2 l l 
Spanish-American War_. : 41,124 36, 400 32, 600 
werd. Werd joc. 2---.--: Last : 711, 719 803, 300 24, 800 
World War II ° “ 76, 680 86, 100 97, 800 
Korean conflict. a ; ‘ 4, 827 6, 300 8, 400 
Peacetime service -_..__- : 6 262 240 225 
Deceased veterans, total ; ' ; : 512, 507 546, 919 799, 943 
Mexican War. ; . : 5 4 3 
Indian wars. __...~- ; ‘ ; 808 740 670 
Civil War seit —_— naa 4,129 4, 200 3, 800 
Spanish-American War ---- . = 79, 606 | 75, 300 | 72, 600 
World War I__..----- 380, 089 411, 600 475, 300 
World War II - 46, 187 | 52, 700 237, 100 
Korean conflict _ _- atobehedess de 1, 601 2, 300 | 10, 400 
Peacetime service 82 75 70 
Other: 
Emergency officers’ disability retirement (World War I 1, 489 1, 470 1, 430 
Adjusted service and dependents pay ) i 
Subsistence allowance for disabled veteran trainees 11, 439 10, 000 7, 400 
Initial burial allowances ? 143, 160 164, 000 173, 300 
Special allowance—dependents (72 Stat. 1128 (38 USC 412 (3 3 (3) 


1 Less than 50. 
2 Figures shown represent estimated fiscal year totals not averages. 
3 Less than 100. 


Compensation 


Compensation is a monthly payment by the Administrator to a veteran because 
of a disability connected with military service, or to a widow, child, or parent 
of.a veteran, because of the service-connected death of the veteran occurring 
before January 1, 1957. Dependency and indemnity compensation is a monthly 
payment made by the Administrator to a widow, child, or parent (a) because of 
a service-connected death occurring after December 31, 1956, or (b) pursuant to 
the election of a widow, child, or parent, in the case of such a death occurring 
before January 1, 1957. 

Living veterans 

The basic rates of disability compensation provided in wartime cases range 
from $19 for 10 percent disability to $225 per month for total disability. Certain 
cases are compensated for specific disabilities as prescribed by law, to a maxi- 
mum of $600 a month per case. Payable in both types of cases is an additional 
allowance for dependents of veterans rated 50 percent or more disabled, to a 
maximum of $100 per month per case. All rates of peacetime disability com- 
pensation are 80 percent of wartime rates. 


Tot 
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Living veterans—Service connected 


AVERAGE NUMBER OF VETERANS 











OE “ hindlimb 
| Actual, fiscal Estimated, fiscal | Estimated, fiscal 

year 1959 } year 1960 year 1961 
= —_ — — — _- | ——--- ————. ----—| —— — —~~|—— ———— 
Total cost - -.----- - aware ae __|$1, 597, 254, 430. 00 '$1, 591, 061, 000 00 | $1, 581, 394, 000. 00 
Average payment per case per year. ....-.-.-- a 775. 65 | 777. 07 776. 68 

AVERAGE NUMBER OF CASES 
WARS 

ES —_ Sire neR Siete 2, 059, 257 2, 047, 522 2, 036, 100 
Spanish-American War.---.-. Bate ee . 254 222 200 
World War I ere resene-ee- - 195, 858 181, 200 167, 700 
World War II . . Sumi immtaele 1, 570, 596 | 1, 559, 000 1, 547, 800 
Korean conflict - ---. - ° . Sea 203, 013 | 206, 200 208, 490 

: on 9 
Peacetime service.............-.--..------ L. 89, 536 100, 900 112, 000 





The average caseload of living veterans reflects a decreasing trend through 
fiseal year 1961 attributable primarily to termination of payments to World 
War II veterans with minimum ratings, or losses among the lower ratings in the 
World War I and World War II categories by election to receive higher pension 
benefits. This, in effect, increases the average payment to those remaining on 
the rolls and is the controlling factor for the increased average payment indi- 
eated in fiscal year 1960, and continued, at approximately the same rate, in 
fiscal year 1961. 

Dependents of deceased veterans.—Death compensation or dependency and- 
indemnity compensation, as previously outlined, is paid to widows, children, 
and dependent parents of veterans who died in service, or as a result of service- 
connected disease or injury. 


Dependents of deceased velerans—Service connected 


AVERAGE NUMBER OF VETERANS 


Actual, Estimated, Estimated, 
fiscal year fiseal year fiseal year 
1959 1960 1961 
Total costs $473, 313, 761. 00 $479, 659, 000. 00 $484, 894. 000. 00 
Average payment per case per year 1, 222. 20 1, 233. 56 , 240. 61 


AVERAGE NUMBER OF CASES 


WARS 

Total 387, 264 $88, 840 390, 850 
Spanish-American War 999 940 850 
World War I 7 46, 763 45, 300 43, 900 
World War IT 275, 765 275, 100 275, 000 
Korean conflict 36, 385 37, 300 38, 000 
Peacetime service 27, 352 30, 200 33, 100 


The average caseload for dependents of deceased veterans cases continues to 
increase. The largest group in this category (World War II) appears to have 
reached a plateau which is maintained through fiscal year 1961. The steady 
increase in the average annual payment per case is attributable to the con- 
tinuing effects of recent legislation providing increased death benefits to a 
majority of eligible dependents. (Covered by title 38 U.S.C., ch. 13, subch. IT.) 
Pensions 


Pension is a monthly payment by the Administrator to a wartime veteran 
because of service, age, or non-service-connected disability and need, or to a 
widow or child of a wartime veteran because of non-service-connected death of 
the veteran. 
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Living veterans.—The rates and conditions of entitlement of World War I 
and subsequent periods of service are payable to wartime veterans who are 
unable to secure substantially gainful employment as a result of permanent 
and totally disabling non-service-connected disability. Public Law 86-211, effee. 
tive July 1, 1960, introduces a sliding scale of pensions, based on income |]imj- 
tation and family status, payable in amounts ranging from a minimum of $49 
monthly to a single veteran with $1,200-$1,800 annual income, to a maximum 
of $100 monthly to a veteran with three or more dependents whose income ig 
$1,000 or less annually. These, and intermediate rates, are increased by $79 
monthly when veteran needs regular aid and attendance. Rates and conditions 
of entitlement applicable to prior periods vary somewhat and are on a more 
liberal basis. 

Living veterans, non-service-connected 


AVERAGE NUMBER OF VETERANS 


Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
Total cost . : $814, 521, 848. 00 $918, 353, 246.00 | $1, 144, 796, 000. 00 
Average payment per case per year 975. 84 YS4. O4 1, 076. 06 


} 


f 


AVERAGE NUMBER OF CASES 


WARS 

Total___ 834, 689 932, 398 1, 063, 873 
Yellow fevér experiments 2 2 2 
Indian wars : 73 5 45 
Civil War-__- 2 ! 1 
Spanish-American War 41,124 36, 400 32, 600 
World War I 711,719 803, 300 924, 800 
World War II 76, 680 86, 100 97, 800 
Korean conflict 4, 827 6, 300 8, 400 
Peacetime service 262 240 25 


The caseload continues to increase steadily with sizable gains projected in 
the World War I category in fiscal year 1960. The rate of increase is somewhat 
greater in fiscal year 1961 as a result of the estimated effect of the new pension 
program. The average payment per veteran continues to increase in 1960 largely 
because of the increasing number of World War I pensioners, where greater 
numbers are attaining age 65 and receiving the higher rate. It is estimated 
that this annual average payment will be significantly increased in fiscal year 
1961 because of the effects of the new pension program. 

Dependents of deceased veterans.—Existing rates and conditions of entitle 
ment continue through fiscal year 1960. Under the provisions of Public Law 
86-211, effective July 1, 1960, pensions will be payable to widows and children 
of World War II and Korean conflict veterans on the same basis as widows and 
children of World War I veterans by removing the requirement that the veteran 
must have had a service-connected disability at death. A sliding seale of pension 
based on income limitation and family status is payable in amounts ranging from 
$25 monthly to a widow alone with $1,200-$1,800 annual income to a maximum 
of $105 to a widow with three children (plus $15 for each additional child) 
whose income is $1,000 or less. 
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Deceased veterans, non-service-connected 


AVERAGE NUMBER OF VETERANS 








—oOor } _ ray ee 
Actual, | Estimated, Estimated, 
| fiscal year 1959 | fiscal year 1960 | fiscal year 1961 
——e] - | | - 
} 
Total cost -- - aa ; | $338, 331,785.00 | $359, 691,000.00 | $571, 011, 000. 00 
Average payment per case per year. ---_-- 660. 15 657. 67 713. 81 
AVERAGE NUMBER OF CASES 
WARS 
Total a 512, 507 | 546, 919 799, 943 
Mexican War . 5 | 4 3 
Indian wars | 808 | 740 670 
Civil War 4,129 | 4, 200 3, 800 
Spanish-American War | 79, 606 75, 300 72, 600 
World War I 380, 089 411, 600 475, 300 
World War II | 46, 187 52, 700 | 237, 100 
Korean conflict | 1, 601 2, 300 | 10, 400 
Peacetime service , 82 75 | 70 
| 


The estimated average caseload reflects a normal steady increase in fiscal 
year 1960 including some consideration for the current impact of the new pension 
program, and a significant increase in fiscal year 1961, primarily in the World 
War II and Korean conflict categories, where the effect of equalization with 
World War I is indicated, as provided under the new pension program. The 
average payment reflects a normal estimated decrease in fiscal year 1960, but 
increases sharply in fiscal year 1961 because of the new pension program. 


Average number of cases 


Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
OTHER 
Total costs $52, 206, 004 $58, 406, 000 $57, 905, 000 
Emergency officers 1, 489 1,470 1, 430 
Adjusted service and dependents pay (1) ) 
Subsistence allowance 11, 439 10, 000 7, 400 


Initial burial allowance ? 143, 160 164, 000 173, 300 
Special allowance—dependents (72 Stat. 1128 (38 U.S.C. 412)) ) 3 ) 


| Less than 50 
? Figures shown represent estimated fiscal year totals and not averages. 
} Less than 100. 


Emergency officers.—Emergency officers of World War I retired for service- 
connected disability are entitled to special retirement benefits at rates substan- 
tially higher than the normal compensation payments. 

Adjusted service and dependents pay.—Adjusted service credits earned by 
veterans cf World War I are payable from this appropriation. Veterans’ claims 
of $50 or less and dependents’ claims of less than $50 are paid in cash. De 
pendents’ claims of $50 or more are paid in 10 equal quarterly installments. <A 
bonus payment of $60 is paid to the dependent of World War I veterans who 
died while in service and before July 1, 1919, if an adjusted service credit is 
certified to the Administrator. 

Subsistence allowance.—Subsistence allowance payments to disabled veterans 
enrolled in vocational rehabilitation and education programs are made from 
this appropriation, 

Initial burial allowance.—Under present statutes the Administrator is author- 
ied to provide an allowance of $250 (plus transportation charges where death 
“curs under VA care) for the funeral expenses of a deceased veteran. The 
estimated increases in obligations are directly related to the estimated increase 
in number of deaths of veterans in civil life. 
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Special allowance-dependents (72 Stat. 1128 (88 USC 412))—Under certain 
conditions a special allowance is payable to certain dependents of a veteran 
who dies after Decemebr 31, 1956, but who was not a fully and currently in- 
sured individual under the Social Security Act. The award is based upon a 
certification to VA by the Social Security Administration. 

Mr. Evins. We discussed this in general on yesterday. Percent- 
agewise it is up 1214 percent. There were 11 laws which Congress 
legislated for veterans’ benefits. Those are all set forth in detail. 

About 25 percent of the increase is attributable in the present year 
tothese new laws. Isthat correct? 

Mr. Driver. Including 86-211 the increase is about 75 percent due 
to new legislation. 

Mr. Evins. Living veterans is always interesting. That is shown 
on page 9—5. 

[ have no questions on this part. 


READJUSTMENT BENEFITS 


Program and financing 


} 


| 1959 actual | 1960 estimate | 1961 estimate 


oe —— $$$ — a —_— 


Program by activities: j 
1, Education and training: 


(a) World War II education ; SS $380, 597 : 
(b) Korean conflict veterans - - 7 | 566, 361,475 | $432, 280,300 | $266, 251, 737 
(c) War orphans eanee = 7,663,348 | 13, 200, 000 17, 325, 000 
Total, education and training 574, 405,420 | 445, 480, 300 283, 576, 737 
2. Loan guarantee... _--- — ca i eksnsetell 120, 933,061 | 103, 507, 500 114, 850, 000 
3. Special assistance to disabled veterans | 
a) Vocational rehabilitation- a naiall 6, 962, 716 6, 179, 200 4, 500, 800 
(6) Housing grants. -- ; | 3, 428, 553 | 4, 257, 000 4, 257, 000 
c) Automobiles or other conveyances for disabled | 
MEIN. tdictnnatcancabaeeinonnunn | 701, 355 | 576, 000 480, 000 
Total, special assistance to disabled veterans 11, 092, 624 11, 012, 200 9, 237, 800 
Total program costs-- -| 706, 431, 105 560, 000, 000 407, 664, 537 
4. Relation of costs to obligations: Costs financed from | | 
obligations of other years, net (—) —423, 298 4 
Total program (obligations) - . “«! aed _..| 706,007, 807 560, 000, 000 440, 664, 537 
Financing ‘ i - 
Unobligated balance brought forward__.-_- —32, 472, 344 5, 664, 537 —63, 664, 537 
Unobligated balance carried forward. ; ; 5, 664, 537 30, 664, 537 
New obligational authority _..-. 3 ; 3 679, 200, 000 585, 000, 000 344. 000, 000 


New obligational authority: 


Appropriation 700, 000, 000 585, 000, 000 344, 000, 000 
Transferred to “‘Compensation and pensions’’ (72 Stat 

1075 : — 20, 800, 000 

Appropriation (adjusted) _.-..- ; 679, 200, 000 585,000,000 | 344,000,000 


Object classification 


1959 actual 1960 estimate | 1961 estimate 


11 Grants, subsidies, and contributions = _.| $577, 833, 973 | $449, 737,300 | $287, 833, 737 
12 Pensions, annuities, and insurance claims... _.-- ro 128, 597, 132 110, 262,700 | 119, 830, 800 

Total costs . ; 4 jeboniele ats 706, 431,105 | 560,000,000 | 407, 664, 587 
Costs financed from obligations of other years, net (—)......- 423, 298 


Total obligations ba : whi pL 706, 007, 807 | 560, 000, 000 407, 664, 537 
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JUSTIFICATION OF THE EstrMATES 


Mr. Evins. Readjustment benefits, page 10-1, 
(P. 10-1 referred to follows :) 


READJUSTMENT BENEFITS, $344 MILLION 


The funds requested under this appropriation are to cover, the cost of educa- 
tion and training, loan guarantee, and special assistance benefits to disabled veter- 
ans, authorized by chapters 21, 31, 33, 35, 37, and 39 of title 38, United States 
Code. 


Summary of requirements 


—_—- = r a ae 7 7a Fe Te eS 














Actual, Estimated, | Estimated, | Increase ( (+) 
fiscal year | fiscal year | fiscal year | or decrease 
1959 1960 1961 | (—), 1961 
over 1960 
-_ - — . — 2 _ _—— ™ ai Paptious tre 7 a 
Education and training: 
World War II_. vind denlbnen li vias cntnroncoe de wanna [owe anna nna 
Korean conflict 7 566, 361,475 | $399, 280,300 | $266, 251,737 | —$133, 028, 563 
War orphans. ae 7, 663, 348 13,200,000 | 17,325, 000 +4, 125, 000 
Total education and training : 574, 405,420 | 412, 480, 300 | 283, 576, 737 —128, 903, 863 563 
Loan guarantee: - | R 
Interest gratuities_ ae BODE bon ccc cwnsencndsateiciese en let is 
Claims paid 14, 848, 999 12, 320, 000 13, 050, 000 | +730, 000 
Loan acquisitions : 952, 694 | 2, 500, 000 2, 520, 000 +20, 000 
Property acquisitions : iat 105, 133, 969 88, 687, 500 99, 280, 000 | +10, 592, 500 
Total loan guarantee __ 2 120, 933, 061 103, 507, 500 | WL 4, 850, 000, +11, 342, | 600 
Special assistance to disabled veterans: i by ty Tie che 
Vocational rehabilitation... .._ aniotadie 6, 962, 716 6, 179, 200 4, 500, 800 —1, 678, 400 
Housing grants- ones 3, 428, 553 4, 257, 000 2 en IE Nonccsevocethaonataieneias 
Automobiles bis Adatnadaa ‘ E 701, 355 576, 000 | 480, 000 — 96, 000 
|- - |— —_——| a 
Total special assistance............ = ll, 092, 624 qi 1, ,012, 200 | 9, 237, 800 —1,.774, 400 
iin manne atactnty isla rly eliseaiatantieas 706, 431, 105 527, 000, 000 | “407, 664, 537, | —119, 835, 468 
Net receivables. ..._...-..22:-...-. ces h | — GOR BOD bonis én wslnndine Dal ee eee td lpia tint ktome 
. oe oa | paeoneninennes Gi aananaiacaeenepineaieintt 
ee 706, 007,807 | 527, 000, 000 407, 664, 537 | —119, 335, 468 
| | | 








Mr. Evins. This is down 25 percent. I believe that has been ex: 
plained. Expenditures for war orphans have increased. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 








Program by activities: Medical care and treatment of vet- 


erans (total costs—obligations) (object class 11)_ | $1,041, 109 | $1, 250, 000 $1, 500, 000 
Financing: Unobligated balance no longer available____. | 208, 891 | 750, 000 |_____- uy 
Appropriation (new obligational authority) _.........._- 1, 250, 000 | 2, 000, 000 | 4 500 000 





SS 
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JUSTIFICATION OF THE ESTIMATES 
Mr. Evins. Insert pages 11-1 and 11-2 in the record. 
(The pages referred to follow :) 
GRANTS TO THE REPUBLIC OF THE PHILIPPINES, $1,500,000 


Grants-in-aid are made to the Republic of the Philippines for the medica] care 
and treatment of eligible Philippine Commonwealth Army veterans. 


Summary of requirements 


Actual, Estimated, Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 


over 1960 


Medical care and treatment of veterans: 


Average number of patients 293 33K 370 449 
Patient days 106, 940 120, 780 135, 050 +14, 270 
Cost per patient day $9. 69 | $10. 25 $11.00 4$). 75 


Summary by type cost: 





Hospital care $1, 237, 995 $1, 485, 550 4$247. 555 
Authorized travel 12, 005 14, 450 +2, 445 
Total 1,041, 109 1, 250, 000 | 1, 500, 000 | +250, 000 
Unobligated balance (savings) 208, 891 | 750, 000 | | —750, 000 
Total budget submission__--._- 1, 250, 000 | 2, 000, 000 1, 500, 000 - 500, 000 


Section 631 of title 38, United States Code, provides for reimbursement at 
agreed upon patient per diem rates, up to a maximum annual cost of $2 million. 

The anticipated savings in fiscal year 1960 of $750,000 is the result of two 
factors. First, the per diem rate as negotiated for fiscal year 1960 was set at 
$10.25, instead of the $12 cost per patient-day as originally projected. Second, 
based on later experience, the number of patients cared for will be somewhat 
less than prior estimates. 

The per diem rate for hospitalization of Commonwealth Army veterans for 
subsequent years is based upon cost experience for the current year. Based 
on generally rising costs, a rate of $11 per patient-day is projected for fiscal year 
1961 to cover patient care and hospital maintenance. If the 1961 rate is nego- 
tiated for anything less than $11 per day, a savings will result. 

Medical care and treatment is provided by the Philippine Veterans’ Memorial 
Hospital in Manila, which was constructed from U.S. grants-in-aid totaling 
approximately $9,400,000. 


Direcr Loans To VETERANS AND Reserves REVOLVING Funp 


Mr. Evrns. In connection with the direct loans to veterans and 
Reserves revolving fund, please place in the record pages 12-1, 2, 3. 
(The pages follow :) 


Direct LOANS TO VETERANS AND RESERVES REVOLVING FuND 


Loans are made to veterans for the purchase, construction, or improvement of 
homes, including farm residences, only where guaranteed private mortgages 
cannot be secured. The proceeds of loan repayments and loan sales are available 
for making additional loans. Expenses incident to closing loans are paid by 
the veteran, foreclosure expenses are met from interest income, and adminis- 
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trative expenses are borne by the appropriation for general operating expenses, 
Veterans Administration. Under existing legislation, authority to enter into 
commitments to make loans expires July 25, 1960. However, disbursements 
against loan commitments made prior to that date will continue. Commitments 
are expected to increase in the current year but to fall off sharply in fiscal year 
1961 with the expiration of loanmaking authority. The amount of loans out- 
standing will reach a peak of over $1 billion in fiscal year 1961. 

Borrowing authority in the amount of $933 million was authorized through 
June 30, 1959. An additional $250 million has been authorized for fiscal year 
1960. It is estimated that the maximum borrowing authority will be exercised 
during fiscal year 1960. Of the total funds to be made available from borrowing 
and program operations, it is expected that $319.3 million will be disbursed in 
fiscal year 1960 and $94.8 million in fiscal year 1961. 

Interest earnings of $60 million are anticipated in fiscal year 1961, up $26.6 

million over fiscal year 1959. Expenses are expected to increase only $15.6 
million, resulting in an improved net income of $23.7 million and increasing 
retained earnings (net worth) to $92 million at the end of the year. It is 
expected that a favorable cash position will permit the return of $83 million 
to the Treasury during fiscal year 1961. 

Significant workload and financial data relating to the fund are summarized 
as follows: 


Workload, average loan, and total cost 





| Actual, Estimated, io Estimated, 
| fiscal year fiscal year fiscal year 
1959 1960 1961 
| | 
Number of loan commitments, obligated _- 21, 642 | 35, 697 | 635 
Number of loan commitments, obligated $204, 727, 993 $357, 329, 999 | $6, 480, 000 
Number of loans closed and fully disbursed 18, 996 | 31, 900 | 9. 400 
Average’ per loan closed and fully disbursed $9, 451 | $10,010 | $10, 093 
Total loans closed and fully disbursed ; | $179,531, 163 $319, 330, 000 $94, 880, 000 
Repayment of loans | $46, 836, 059 $62, 836, 423 $78, 820, 000 
Sale of loans } 3, 547, 6A7 | 3, 000, 000 3, 000, 000 
Writeoffs of loans Se 61, 952 65, 000 | 65, 000 
Net amonnt loaned $129, O85, 485 $253, 428, 577 | $12, 995, 000 
Loans outstanding end of year 
Number 119, 650 148, 000 154, 000 
Amount... : $821, 331,150 | $1,074, 759, 736 $1, O87, 754, 736 
Statement of revenue, expenses and retained earnings 
Actual, Estimated Estimated, 
fiscal year fiseal year fiscal year 
1959 1960 1961 
Lending program 
Revenue | $25, 410, 160 $46, 709, 000 $60, 009, 000 
Expense ; 2), AGS, 268 29, 690, 200 26, 288, 200 
Net operating income, lending progran 12. 743, 892 17, 108, 800 23, 740, 800 


Non-oper ting income 


Proceeds from sales of properties 1, 819, 991 2, 000, 000 2, 000, 00") 
Net book vy alue of properties sold “ —1, 804, 963 —1, 980, 000 —1, 980, 000 
Net gain from sale of properties . 15, 028 20), 000 20, 000 

Net income for the year 12. 758, 920 17, 128, 809 23. 760. 800 
Retained earnings, beginning of year 54 } 88,408,298 | 51, 167, 218 68, 296, O18 
Retained earnings, end of year___- ; i j bid 51, 167, 218 68, 296, O18 92, 056, 818 
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Statement of financial condition 





i i 

Actual, | Estimated, Estimated, 

fiscal year | fiscal year | fiscal year 

1959 } 1960 } 1961 
| | + | ——~ 
Assets: | | 

Cash with Treasury. .--..............-u----- be ....| $180, 295, 484 | $199, 799,473 | $128, 952, 44 
Accounts receivable......... os r oe 810, 972 901, 972 1, 002, 972 


Loans receivable, net: 
Direct loans to veterans.............-...-...---- ---| 821, 331, 159 |1, 074, 759, 736 | 1, 087, 754, 735 
Ee ek ek See h tt | 8, 356, 807 4, 952, 607 6, 543, 407 

a se atte ntitninnaniads 895, 569 741, 992 561, 992 

Real property in process of acquisition................---- 278, 008 278, 008 278, 008 

-eoo 


iw bean tated 66a wegen-ennh 006, 967, 999 }1, 281, 433, 788 | 1, 1, 225, 083, 500 


a | a es ae 


Nee eee ee et de wdcecocccnnadecennwteus 25, 72,7 5 33, 059, 774 35, 958, 785 
Government investment: 
Interest-bearing capital, start of year, net.................| 780,077, 996 930, 077, 996 | 1 180,077, 996 
Borrowings from Treasury during year, net............-. 150, 000, 000 250, 000, 000 —83, 000, 000 
i he i te 930, 07, 996 1, 180, 077, 996 | 1, 097,077,998 
ee et enteetcuanauiwan easing leat 51, 167, 218 68, 296, 018 | 92 056, 818 818 





_-ane---| 981, 245, 214 |1, 248, 374, 014 | 1, 189, 134, 814 
| 


Total Government investment-_..._..- 


STATUS AND USE OF THESE FUNDS 


Mr. Evins. What is the status of this revolving fund, how do you 
use these funds, and what interest are you receiving on it? 

Mr. Brownstern. The principal repayments, Mr. Evins, are used 
to make additional loans to veterans. ‘They now run about $50 million 
per year. We allocate them in the same way as we do our new money 
and new loans are made. 

The amount that we collect in interest by law is established as a 
reserve for losses. 

At the present time we have a reserve of about $58.5 million. This 
we accumulated out of our interest income and it takes into account 
the interest that we have paid to the Treasury Department for our 
money as well as all of the losses from the program but does not take 
into account administrative expenses. 

Mr. Evins. These figures are not consistent. They vary rather 
widely in your workload and average loans. For 19 59 it is $129 mil- 
lion and next year $253 million and in 1961 it is down to $12 million. 
What is the reason for that variation / 

Mr. Brownstern. In 1960 we were authorized an additional $100 
million in direct loan funds. 

Mr. Evins. Down at the bottom, retained earnings at the end of 
the year, $51 million, $68 million, $92 million. 

Mr. Brownste1n. That is the reserve I mentioned earlier. 

As of the end of December, and this is on a fiscal year basis in the 
budget submission, we had $58.5 million. 

At the present time, however, you asked about the interest rate, 
the interest rate is 514 percent. We are now paying the Treasury 
45, percent for our money, so our spread, you see, is quite narrow. 

Mr. Evins. You are paying the Treasury 45g and you are charg- 
ing 514? 

Mr. Sieeereeener. That is right. 

Mr. Evrns. None of these funds are held in bonds? 
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Mr. BrownstTeErn. No, sir. 

Mr. Evins. Then you have recommitted it and used it ? 

Mr. Brownsrern. Except for the reserve which by law must be 
established toward the payment of losses. 


VocaTIONAL REHABILITATION Revotvine Funp 


Mr. Evrys. “Vocational rehabilitation revolving fund,” pages 13-1 
and 13-2. 
(The pages referred to follow :) 


VOCATIONAL REHABILITATION REVOLVING FUND 


This fund is used to make loans up to $100 to disabled veterans eligible for 
yocational rehabilitation who are without sufficient funds to meet their expenses 
(sec. 1507, title 38, U.S.C.). Repayments are used to make new loans. 

Administrative expenses are borne by the appropriation “General operating 
expenses.”’ 

Workload, amounts loaned and repaid 


1959 actual | 1960 estimate | 1961 estimate 


Number of loans made 3, 466 3, 000 3, 000 
Average per loan : $100 $100 $100 
Number of loans outstanding t 1, 806 1, 806 | 1, 806 
Average amount per loan outstanding $50 $50 | $50 
Total loans - - : $348, 555 $300, 000 | $300, 000 
Repayment of loans Tae $341, 667 $300, 000 $300, 000 


Statement of sources and application of funds 


Actual, Estimated, | Estimated, 
fiscal year fiscal year | fiscal year 
1959 1960 1961 
Funds applied | 
Loans made $346, 555 $300, 000 $300, 000 
Increase in selected working capital 93 
Total funds applied oo 346, 648 300, 000 300, 000 
Funds provided: Loans repaid 341, 667 300, 000 300, 000 
Total funds provided 341, 667 300, 000 300, 000 
Budget expenditures: Total budget expenditures | 4, 981 atvdes oe 
} 





1959 actual 1960 estimate | 1961 estimate 
| 








ee 2 t OSes bee see 
| 


Assets: | 
Cash with Treasury. .. i IR a I eae eal $311, 976 | $311, 976 | $311, 976 
Loans receivable. : 90, 301 90, 301 90, 301 

Total assets_. — stink . ao 402, 277 402, 277 402, 277 

Government investment 
Non-interest-bearing capital: Start of year (end of year)._- 400, 000 400, 000 | 400, 000 
Retained earnings........-.........-.-- an dgbabnd niet bal 2, 277 2,277 | 2, 277 


Total Government investment... : ms | 402, 277 | 402, 277 | 402, 277 
i ' 
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DEPARTMENT OF INSURANCE 


Mr, Evins. Department of Insurance, 14-2, summary of all appro- 
priations, $73,309,000. Page 14-2 shows that as of June 30, the num- 
ber of policies in force was 6,400,000. 

Face value $42,973 million. 

Income from policies $754 million a year. 

Disbursements from the policies are $668 million a year. 

Fund assets total $7,340 million. Is that the picture, Mr. Stone? 

Mr. Srone. Yes, sir. 

INTEREST RATES 


Mr. Evins. Give us a picture of the whole veterans insurance pro- 
gram at this time very briefly, Mr. Stone. 

Have you drawn any interest.’ 

Mr. Stoner. The rate of interest has now been raised. 

Mr. Evrns. Interest has gotten to be a principal subject of diseus- 
sion. What interest are you getting ? 

Mr. Srone. Four and one-eighth right now on part of the fund. 


GENERAL STATEMENT 


I have an opening statement. here which is very short. and covers 
most of these questions. 
(The statement referred to follows:) 


GENERAL STATEMENT 


Our total budgetary requirements for 1961 are $73.3 million, a decrease of 
$5.6 million from fiscal year 1960 (p. 14-3). 

Requirements for “Servicemen’s indemnities and insurance” are $48.8 million 
in 1961, down $4.2 million from 1960 (p. 14-8). The amounts required for this 
appropriation will continue to decline in succeeding years as the installment 
payments on the servicemen’s indemnities running awards are completed. By 
1967 all installments will have been paid on the servicemen’s indemnities. 

“Operating expense” budgeted requirements are $24.5 million for 1961, down 
$1.4 million from 1960 (p. 15-1). The decrease in the net amount we are asking 
for is accounted for substantially in the financing of the “Total disability income 
provision” project, for which the 1960 budget provides $1.7 million and the 1961 
budget provides only $0.4 million (p. 15-9). There are savings accruing as we 
convert to ADP and release employees from their former duties. However, in 
1961 net dollar savings from this source are offset by higher salaries, conversion 
costs, and the $211,000 first-time cost of the new “Federal health insurance 
program.” 

In 1961 we project a net average employment of 3,833, a decrease of 358 from 
1960. Approximately half—174—are accounted for by curtailment of the “Total 
disability income provision” project. Pages 15-9 and 15-10 give a breakdown 
of the 358 total. 

Our total operating requirements for both 1960 and 1961 include substantial 
sums for this project and the ADP conversion. Of the $25.9 million required in 
1960, $1.7 million is provided for this project and $1 million for the conversion 
phase of the ADP. Of the $24.5 million in fiscal year 1961, $0.4 million is re- 
quired for the project and $0.9 million for the ADP conversion (p. 15-9). 

As a summarw of how we stand on the ADP conversion, as of February 23, 
1960, we were completely processing 730,000 accounts in the computer. By June 
30, 1960, our schedule calls for our having 1.85 million accounts at Philadelphia 
on tape. In fiscal year 1961 we plan to convert the remaining 1.75 million na- 
tional service life insurance accounts at Philadelphia, all the 1.1 million accounts 
at Denver and two-thirds of the 1 million accounts at St. Paul. The remaining 
St. Paul accounts, the U.S. Government life insurance accounts at Philadelphia, 
and the actuarial operations in central office will be converted in fiscal year 
1962. 
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The “Total disability income provision” mailings at St. Paul and Denver 
should be completed before the end of this fiscal year. The Philadelphia mail- 
ings will be completed during the second quarter of fiscal year 1961. We are 
receiving 15-percent return on the mailings, whereas our projections were based 
on a 12-percent return. We have streamlined our RAMAC processing methods 
and curtailed some of the technical requirements for completion of the applica- 
tions and we are confident that we can handle the increased volume this year 
within the limits of the manpower that was provided for this project. 

Because of the sizable investment we have in our computer, the ultimate 
savings that can be expected is of vital interest. The experience we have had 
thus far with the limited number of accounts on the computer tends to make us 
cautious in our projections; things have not yet settled down to the point where 
we can fix production standards for the various operations involved in handling 
the computer input and output with any degree of certainty. However, of the 
total reductions in regular employment, excluding the effect of projects, over 
the next several years, we project that the savings that can be attributed to 
installation of the computer are about 600 positions. 

During the next several years, we will continue to make improvements in 
our ADP procedures and will continue our efforts in reducing the costs of the 
department of insurance. The major part of the decreases through the next 
several years will be attributable to the installation of a computer. However, 
some of the savings will be due to improved employee efficiency, work simplifica- 
tion, and technological advances. 


INVESTMENTS AND INTEREST RATES 


Mr. Ostrertac. You do have a trust fund and investments are made 
as a result of that trust fund. Is that correct, Mr. Stone? 

Mr. Stone. Yes, sir; with the Treasury. The Secretary of the 
Treasury is responsible for investment of funds. 

Mr. OstertaG. Do you have any control over the investments? 

Mr. Stone. No, sir. 

Mr. Osrertac. In other words, the Treasury Department has full 
and complete jurisdiction over the investment of these funds? 

Mr. Stone. Yes, sir. 

Mr. Wuirtier. If I may, actually, although the Treasury has the 
full responsibility, nonetheless we of VA sit with them, and with 
Mr. Julian Baird of the Treasury Department. I sat in on the dis- 
cussions which resulted in the recent increase. 

Historically, the Treasury has been investing at 3 and 314 percent 
depending on the respective funds. 

Recently that was changed by negotiations with the Treasury so 
that they will now invest ‘the amounts at one-half percent less than 
the market amount, but the 3 and 314 percent will remain the floor. 

This is being done over a long range period of 15 years with one 
portion each year invested at the increased amount, so that one- 
fifteenth each year will be invested at the higher rates because this 
is a long- term investment, comparable to priv ate insurance company 
policy. 

Mr. Osrerrac. What is the general nature of the investment ? 

Mr. Monk. Special Treasury certificates. They are not put on 
the market. 

Mr. Wuirttrer. This will mean an increase in the amount of the 
dividends to the veterans, Mr. Ostertag, probably in the amount. of 
about $7 million for the first year at the current rate. 

Mr. OsrertaG. What is the annual return? 

Mr. Monk. On the new issues? 
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Mr. Osrerrac. Returns to the fund in the form of interest. on 
investments ¢ 

Mr. Monk. Dollars or percentages? 

Mr. Osrerrac. In dollars. 

Mr. Porssant. About $170 million a year is interest on national 
service life insurance funds, invested with the Treasury and about 
$40 million on U.S. Government life insurance. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Evins. 14-2 and 14-3 inserted. 
(Pages 14-2 and 14-3 follow:) 


SUMMARY OF ALL APPROPRIATIONS, $73,309,000 


The Department of Insurance is one of three basic operating elements of the 
Veterans’ Administration. The Chief Insurance Director, responsible to the 
Administrator of Veterans’ Affairs, directs the administration and operation 
ef the various insurance programs provided by existing laws. These programs 
include: (1) one originating during World War I, known as U.S. Government 
life insurance (USGLI) ; (2) another having its inception during World War II, 
known as national service life insurance (NSLI) ; (3) and two growing out of the 
Korean conflict, Veterans’ special term insurance and service-disabled veterans 
insurance. The latter two programs were created by amendments to the basic 
NSLI Act. 

The magnitude of these insurance programs is indicated by the following: 


Policy data, June 30, 1959 Revolving and trust fund data 
j 
oh 
Program Policies Fiscal year Fiscal veat June 30, 1959 
| in force Face value 1959 income 1949 dis- fund assets 
| (millions) (millions millions) bursements (millions) 
| 


millions) 


USGLI 0. 34 $1, 486 $67 $87 $1, 247 
NSLI 5. 35 35, 107 661 072 6, 024 
Veterans special term insurance 67 6, 040 24 6 67 
Service-disabled veterans insur- 
ance 04 340 2 3 2 
Total 6. 40 42,973 754 66S 7, 340 


In addition to the above basic insurance programs, the department is responsi- 
ble for the operation of (1) the servicemen’s indemnities program, to the extent 
of budgeting and accounting for, and paying of running awards, (2) adjusted 
compensation, involving the settlement of reasserted claims and outstanding 
adjusted service certificates issued to World War I veterans, and (3) article IV 
of the Soldiers’ and Sailors’ Civil Relief Act of 1940, dealing with the guarantee 
of premium payments to insurance companies on private life insurance policies 
carried by servicemen during active military service. 

Actual and estimated fund requirements for the past, current, and budget 
years are as follows: 


Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
Appropriation title 
General operating expenses- - -- 7 r } § 24, 536,507 | $25, 866,000 | $24, 509, 000 
Veterans’ insurance and indemnities_ - 51, 100, 000 53, 000, 000 48, 800, 000 
Total appropriation._........- aaa : | 75, 636, 507 78, 866, 000 73, 309, 000 
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General operating expenses requirements are explained and justified in sec- 
tion 15 of this submission. 

Veterans’ insurance and indemnities requirements are explained and justified 
in section 16 of this submission. 


STATUS OF INSURANCE FUNDS 


Mr. Jonas. You are running a deficit in the service disability insur- 
ance each year: are you not? 

Mr. Stone. Yes, sir. 

Mr. Jonas. What is the situation with respect to the regular in- 
surance ¢ 

Mr. Stone. There is no deficit there at all. Claims are paid from 
the fund; only deaths due to extra hazards of war are paid from ap- 
propr jations. 

Deficits from the service-connected claims are paid from the ap- 
proprit iation. 

Mr. Jonas. You are still operating in the black on the regular 
insurance program ? 

Mr. Stone. Yes, and always will be. 


TOTAL DISABILITY INCOME PROVISION 


Mr. Jonas. What occasioned the decision to offer holders of these 
policies additional disability benefits? 

Mr. Stone. You mean the recent raise from $5 to $10? 

Mr. Jonas. Yes. 

Mr. Stone. The thought that $5 a month on each $1,000 of insurance 

was hardly sufficient to ‘be of much value to policyholders. 

Mr. Jonas. That would be $50 a month on a $10,000 policy? 

Mr. Stone. That is right. The premiums charged were rather 
high, and a dividend of about 50 percent was being distributed an- 
nually from the fund—not from appropriated money. Now, in case 
of total disability benefits, the payment is $10 per month for each 
$1,000 of insurance. The premium was reduced to avoid the expense 
of paying dividends on the total disability income provision. 

Mr, Jonas. You mean in addition to offering the extra $5 a thou- 
sand you are cutting the premium ? 

Mr. Stone. Practically in half. 

Mr. Jonas. That isa pretty good deal for a policy. 

Mr. Stone. Very good. 

Mr. Jonas. What percentage of acceptances are you receiving ? 

Mr. Stone. We notified all of those who had the original $5, some 
85,000. There is about 50-percent participation. 

We are just now notifying the rest of the policyholders by direct 
mail. 

Mr. Jonas. Policyholders who do not have disability clauses in their 
contracts ¢ ' 

Mr. Stone. That isright. They are being notified. 

Mr. Jonas. They are eligible for the new program, also ? 

Mr. Stone. Yes, sir. 

Mr. Jonas. Even though they have not had disability clauses ? 

Mr. Stone. That is right. We are getting about a 15-percent re- 
turn so far from our notices being sent. 
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Mr. Jonas. Assuming that John Smith, a veteran who holds a pol- 
icy which he converted to a 20-payment plan, the 20 years are almost 
up, if that policy matures, what arrangement is made with regard to 
the disability? Would that continue? 

Mr. Stoner. Dis: ability benefits will continue. However, say that he 
has 2 more years to pay premiums. The premium would he very high, 
Tf he is at age 40 and he pays up the 2 years, then he will have free 
coverage, you might say, for the next 20 years. The premium is based 
and figured so that the 20-year costs are paid the 2 years he will stil] 
pav premiums on his policy. 

Mr. Jonas. So in effect he has to pay up 18 years of back premiums 
on the disability ? 

Mr. Stoner. That is right. 

Mr. Jonas. It would be paid up when the original policy is paid up! 

Mr. Stone. When the policy is paid up he is also paid up to age 60 
for disability income premiums. 

Mr. Jonas. A holder would have to make that election before his 
policy becomes paid up ? 

Mr. Stone. Yes. 

Mr. Jonas. If he waits until the policy is paid up 

Mr. Wurrrter. The policy has matured ? 

Mr. Jonas. He cannot go back then and put on this rider? 

Mr. Srone. There are no provisions for writing a separate policy 
for total disability income. It is a rider to an existing policy. How- 
ever, you may buy disability income after 20 years on 20-pay life, by 
paying a single premium, covering matur ity to age 60. 

Mr. Evrxs. You indicate about 15 percent of the policyholders are 
availing themselves of this opportunity ? 

Mr. Stone. That is right, by answering our direct mail. 

It is not a high percentage but many applications are coming in 
voluntarily from the news releases. 


LOANS AND SURRENDERS 


Mr. Evins. On page 15-3 you show loans and surrenders on policies. 
There is an increasing number of surrenders and an increasing number 
of loans on policies. 

How do you account for this? 

Mr. Stoner. The World War I policyholder, for example; no need 
for insurance now, his beneficiary may die, he may not want to pay 
premiums any more. He may want the cash, so he surrenders his 
policy, or in case he has converted, he may take extended insurance. 

The surrender is comparatively high in the Korean veteran. We 
do not know just why that is, perhaps he is not yet stabilized in 
business or lifework, he is younger, and he may become interested 
in some other ty pe of polic’ we 

Mr. Evrns. Are many veterans making loans with the VA on their 
policies ? 

Mr. Stone. Yes, we have a lot of loans at a rate of 4 percent inter- 
est. It isa very fine loan at that rate. 

We try our best to stop surrenders. When a man writes in that he 
wants to cash surrender his policy, we write back to him and ask him 
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if he does not want to make a loan on it instead so as to preserve his 
policy. ; 

It takes a little time but many of them do not know the difference 
between surrender and loan. Many policies are saved by making a 
Joan rather than surrendering it. 


GENERAL OPERATING EXPENSES 


Mr. Evins. A commendable procedure. 
Insert 15-1, 2, and 3. 
(The pages referred to follow :) 
GENERAL OPERATING EXPENSES, $24,509,000 


Summary of requirements 


| Actual, Estimated, | Estimated, 
| fiscal year fiscal year fiscal year 
| 1959 1960 1961 
Central office he $2, 561, 130 $2, 699, 593 $2, 747, 507 
Insurance operations (field) _- eae 17, 768, 393 19, 309, 899 17, 760, 646 
Office services (field) -_- peecamasonaanpimaacaininnind 3, 730, 387 3, 463, 587 3, 721, 791 
Total administrative jurisdiction : | 24,059, 910 25, 473, 079 24, 229, 944 
Common services adjustment____..._- iotuedl 476, 597 | 392, 921 | 279, 056 
Total budgeted costs.........._- it ..-| 24, 536, 507 25, 866, 000 24, 509, 000 


Estimates are based on the following general assumptions : 

1. Present laws and regulations. 

2. Regular annual dividends will be paid on participating insurance. 

3. Regular workloads, except as qualified by other assumptions, will remain 
approximately constant to projected policy load. 

4. Disability insurance claim rates will follow recent experience. 

The major program objective is to administer a program of life insurance for 
the benefit of servicemen, veterans, and their beneficiaries within the framework 
of laws enacted by the Congress and consistent with the stated mission of the 
Agency. Major program plans by fiscal year are as follows: 


FISCAL YEAR 1960 


1, Convert present punchcard and manual system of maintaining insurance 
accounts toan automatic data processing system. 

2. Complete the implementing of Public Law 85-896, which authorized 
policyholders of term insurance under section 621 of the National Service Life 
Act to- 

(a) Convert to a permanent plan, or 
(b) Exchange present nonconvertible term policy for a limited convertible 
term plan. 


The act also adjusts the basis for premiums and other calculations on such 
insurance. 

3. Notify approximately 3,500,000 veterans of World War II and the Korean 
conflict of the new $10 disability income rider that became available to them 
through recent legislation. Public Law 85-678 permits insureds to apply for 
a total disability income rider of $10 for each $1,000 of insurance in force. 


FISCAL YEAR 1961 


1. Conversion of direct pay accounts at Philadelphia to an automatic data 
processing system will be completed in the first half of fiscal year 1961. All 
accounts at Denver and approximately two-thirds of the accounts at St. Paul 
will be converted in fiscal year 1961. 
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2. The Philadelphia office will process and maintain the consolidated ingyr. 
ance accounting activity under the automatic data processing system. The 
western offices will retain collections, claims, underwriting and correspondence 
functions. They will report collections and policy data changes to Philadel. 
phia by wire transmission and request policy status by the same facilities. 

3. Clarify the status of about 220,000 in-service cases now under premium 
waiver to determine if policyholders are still in service. 

4. Notify the remaining policyholders of new legislation which permits them 
to apply for a total disability income rider of $10 for each $1,000 of insurance 
in force. 

Personnel requirements for insurance Operations and office services have been 
determined by applying work measurement procedures and principles, Esti. 
mates for all measurable activities are based on the application of work per. 
formance standards to the anticipated workload. The standards for meagnr- 
able activities are rates which have been tested and developed and are ¢op- 
sidered to be the maximum possible to achieve efficient quantitative effectiveness 
and retain satisfactory qualitative performance. Other work measurement 
techniques are used for developing staffing consistent with overall requirements 
in nonmeasurable areas. 

The basic workloads are as follows : 


ne 


Actual, | Estimated, Estimated, 
fiscal year fiscal year fisc il year 
1959 1960 | 1961 

er en OO es or me Ce ‘ 6, 439, 000 6, 348, 000 6, 216, 000 
Remittances Pb ne cena 25, 620,670 | 25,000, 000 24, 500, 000 
Loans and.surrenders ‘ ; 123, 904 127, 505 131, 400 
Dividends vouchered_ a . . ; 5, 325, 340 | 5, 700, 000 5, 700, 000 
Underwriting actions : 531, 439 | 500, 000 470, 000 
Reinstatements __. i : 347, 210 370, 000 350, 000 
Correspondence ____. anaes able 785, 708 R50, 000 750, 000 
Cperms Sourons ...... 5. ee ee sea : a f 96, 558 100), 840 111, 575 
Mail, processed... ‘ i re ; ; 26, 243, 190 27, 240, 000 27, 155, 000 
Awards and payments a a 9, 785, 318 9, 636, 000 9, 413, 000 


The annual operating cost per policy in force will be $3.94 during fiscal year 
1961. This compares with a cost per policy of $4.63 in fiscal year 1955. The 
1961 cost per policy reflects the recurring amounts added since 1955 for the civil 
service retirement fund, the life and health insurance funds, and salary increases 
of 10 percent. Nonrecurring requirements for one-time projects such as con- 
version to automatic data processing and implementation of added insurance 
benefits, also, are included in the 1961 cost. 

Comparative summaries of actual fiscal year 1959 and estimated 1960 and 1961 
costs by program and object are presented in the following series of tables. 


Mr. Stone. Policy declining is very low compared to what it was. 
It isa trifle over 1 percent now. 

Mr. Evins. Central office, Department of Insurance, page 15-12. 

Insurance operation, page 15-19, $17,760,646. 

Office services, page 15-25, $4,000,847. 

There is no reduction in this amount, and the employment is down 
two. 

Other objects, page 15-31, printing and reproduction is up 3 percent. 
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VETERANS’ INSURANCE AND INDEMNITIES 


Program and financing 


program by activities: 
Operating costs: 


1. 


9 


3 


4. 


5. 


Military and naval insurance: 
(a) Payment to U.S. Government life insur- 
ance fund 


(b) Direct payments ‘to policyholders and 


beneficiaries Je 


Total, military and naval insurance. _- 


National service life insurance: 
(a) Payment to national service life insurance 
fund 7 ; 
(6) Direct payments to policyholders and 
beneficiaries 


Total, national service life insurance 


Service-disabled veterans insurance: Payment to 
service-disabled veterans insurance fund 
Servicemen’s indemnities: Payments to bene- 


ficiaries 
Other expense 


Total operating costs 


Capital outlay 


6. 


4s 


Financing 


Acquisitions of loans and liens, net 
Payments effected by income offset 


Total capital outlay 


Total program (costs—obligations) 


Unobligated balance brought forward 


Change in unappropriated receipts 


Unobligated balance carried forward 


New obligational authority - - a ¥ 


New oblicational authority 


Definite... 


Indefinite 


Appropriation 


1959 actual 


$232, 898 
3, 322, 905 


3, 555, 803 


, 192, 994 
696, 255 


12, 


889, 249 





~17, 326 
38, 211 

)2, 687, 804 
— 2, 791, 454 
—427 


1, 890, 999 


51, 786, 922 


51, 100, 000 
686, 922 


51, 786, 922 


Object classification 


ll Grants, subsidies, and contributions 
(a) Payment to U.S. Government life insurance fund 
(6) Payment to national service life insurance fund 


(¢c) 


Payment to service-disabled veterans insurance 
fund 


2 Pensions, annuities, and insurance claims 
16 Investments and loans, net 


Subtotal ° 
Less payments effected by income offset 


Total obligations _-. 


1959 actual 


$232, 898 
12, 192, 994 


40), 223, 701 
55, 537 
52, 705, 130 


17, 326 


52, 687, 804 


1960 estimate 


$540, 000 
3, 305, 000 


3, 845, 000 


12, 215, 000 
688, 000 
12, 903, 000 
300, 000 


36, 212, 500 


53, 260, 500 


100, 000 


00, 000 

53, 360, 500 
— 1, 890, 999 
2, 220, 499 
53, 690, 000 
53, 000, 000 


690, 000 


53, 690, 000 


1960 estimate 


$540, 000 
12, 215, 000 
300, 000 
40, 205, 500 
100, 000 


53, 360, 500 


53, 360, 500 


| 1961 estimate 


$540, 000 
3, 275, 000 


3, 815, 000 


12, 210, 000 
678, 000 

12, 888, 000 
1, 400, 000 


33, 139, 000 


51, 242, 000 


100, 000 


100, 000 
51, 342, 000 
— 2, 220, 499 

363, 499 


49, 485, 000 


48, 800, 000 
685, 000 


49, 485, 000 


1961 estimate 


$540, 000 
12, 210, 000 
1, 400, 000 
37, 092, 000 
100, 000 


51, 342, 000 


51, 342, 000 
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JUSTIFICATION OF THE EsTIMATES 


Mr. Evins. For Veterans Insurance and Indemnities, $48,800,000 are 
estimated. Please insert pages 16-1 to 16-3 in the record at this point, 
(The pages follow :) 


VETERANS INSURANCE AND INDEMNITIES, $48,800,000 


The veterans insurance and indemnities appropriation provides funds for: 
Military and naval insurance; national service life insurance; Servicemen's 
Indemnity Act of 1951; and service-disabled veterans insurance fund. 

There will be a slight increase in budget requirements for military and naya} 
insurance in 1960 and 1961 over 1959. The increase is due to an estimated larger 
amount to be transferred to the U.S. Government life insurance fund. Direct 
payments to veterans and beneficiaries in the current and budget years continue 
to show a decrease each year. A total of $3.8 million is the estimated require- 
ment for 1961. 

The national service life insurance expenditures are expected to remain at 
about the same level in 1961 as 1959 and 1960, $12.9 million. 

The running award cases for servicemen’s indemnities were in excess of 
36,000 as of June 30, 1959, as has been projected. It is expected the current 
year expenditures will remain at the 1959 level of $36.2 million. Payments will] 
decrease annually as installments are completed in 1961. The estimated require- 
ment for 1961 is $33.1 million. 

The service-disabled veterans insurance will continue to need appropriated 
funds to supplement premium income. Death claims and refunds exceed premium 
receipts éach year due to the medically substandard insureds who have greater 
waiver rights. There is an increase, also, in the number of policies and claims 
each year, which is a normal trend. An appropriation of $1,400,000 for this 
insurance program has been estimated for 1961. 


Comparison of program costs 


1959 actual 1960 estimate | 1961 estimate 


Grants, subsidies and contributions: 
(a) Statutory transfer to USGLI fund $: 
(b) Statutory transfers to NSLI fund 
Pensions, annuities and insurance claims 


32 R08 $540, 006 $540, 000 
92, 994 12, 215, 000 12, 210, 000 





(a) M. & N. direct payments to insureds and beneficiaries 3, 305, 000 3, 275, 000 
(b) NSLI direct payments to insureds and beneficiaries 688, 000 678, 000 
(c) Indemnities death claims—instalments 36, 212, 500 33, 139, 000 
(d) Other expense 
Investments and loans 
(a) Acquisition of loans and liens, net 55, 537 100, 000 100, 000 
(6) Less payments effected by income offset —17, 326 
Service-disabled veterans insurance fund: (a) Restoration of 
capital impairment 300, 00 1, 400, 000 
Total program (obligations 52, 687, 804 53, 360, 500 | 51, 342, 000 
Unobligated balance brought forward —2, 791, 454 1, 890, 999 — 2, 220, 499 
Change in unappropriated receipts 427 
Unobligated balance carried forward 1, 890, 999 2, 220, 499 363, 499 
Required new obligational authority 51, 786, 922 53, 690, OO 49, 485, 000 
Appropriations: 
Annual definite: Veterans’ insurance and indemnities 51, 100, OO 53, 000, 0CO 48, 800, 000 
Permanent indefinite: Veterans’ insurance and indemni 
ties 4 686, 922 690, 000 685, 000 
Total appropriations 51, 786, 922 53, 690, 000 49, 485, 000 
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COST OF ADMINISTRATION INSURANCE PROGRAM 


Mr. Botanp. From the $24 million spent for “General operating 
expenses” in the Insurance Division, who pays that? Is any of that 
eRucted in the premium paid by the veteran ? 

Mr. Stone. The Government assumes all the cost for the adminis- 
tration of the insurance program. 

Mr. Wurrrier. There have been a number of recommendations that 
the premium carry the administrative cost which it easily could. This 
was a recommendation of the Hoover Commission, for example, and it 
has been explored by a number of people. 

The problem involved is one of a constitutional question. It is 
felt by a number of lawyers who have examined this that if Congress 
were to pass a law, as has sometimes been discussed, making the vet- 
eran pay this amount, then someone could take it to court because of 
the inviolability of contracts. 

Let us assume 5 years from then is got to the Supreme Court and they 
judged Congress had been wrong, imagine the job some administra- 
tor would have of trying to unwind that problem. 

We got into asimilar one with the Plesha case. 


ANNUAL OPERATING COST PER POLICY 


Mr. Botanv. This cost was not written into the premium whenever 
the program started, and that is too bad. I notice that the annual 
operating cost per policy is reducing from $4.63 to $3.94. 

Mr. Stone. Yes, sir. 

Mr. Botanp. That is a substantial reduction in 5 years. 


INSURANCE FUNDS 


Mr. Evins. Please insert the appropriate pages between 17-1 and 
17-9. 


(The pages referred to follow :) 
SERVICE-DISABLED VETERANS INSURANCE FUND 


Phis revolving fund, established pursuant to section 620 of the National Service 
Life Insurance Act of 1940, as amended (38 U.S.C. 722), receives premiums and 
pays claims on nonparticipating insurance policies issued to veterans with a 
service-connected disability which makes them ineligible for commercial insur- 
ance. The number of policies in force June 30, 1959, was 38,702 which is a 
4911 increase over the number in force June 30, 1958. It is estimated that the 
number in force in fiscal years 1960 and 1961 will average 44,000 and 50,500, 
respectively. Administrative expenses of this program, which was initiated in 
1951, are paid from the VA appropriation for general operating expenses. 

Fund requirements accrue pursuant to contracts of insurance between the 
veteran policyholder and the U.S. Government and as such are completely un- 
controllable administratively. 

Due to the fact that the program financed through the fund insures medically 
substandard lives, and inasmuch as a large percentage (approximately 40 
percent) of the policyholders have exercised premium waiver rights authorized 
by law, death claim payments and premium refunds have exceeded premium 
receipts each year. This has necessitated periodic appropriations to restore 
capital impairment of the fund. Beginning in 1960, restoration of capital im- 
pairment will be made by payments from veterans’ insurance and indemnities 
appropriation, 
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An analysis of actual and estimated income and expense and financial conqj- 
tion is included in the following financial statements. 


Revenue, expense and retained earnings 


| | 
1959 actual | 1960 estimate | 1961 estimate 





a 


Insurance program: 


Revenue.........-...- er di wwendlbiil, tite ----| $3,446,670 | $5,114,184] $5, 779, gi9 
Bxpense) »i,-.-----~----------++ Shap atin apining oats ----| 4,145, 346 6, 027, 082 | 7, 044, 664 
Net operating loss (—) for the year-........-.--.....-.- —698, 676 | —912,848 | —1, 264 152 
Net nonoperating income or loss (—)-............---- « —2, 730, 102 —3, 852,229) 4 576, 124 
Net income or loss (—) for the year_....-......----..- —3, 428,778 | —4, 765,077 | =f 840. 876 
Analysis of def cit: ’ 
Deficit (—), beginning of year._.._..__.-........----.- ---| 10,244,157 | —13, 672,935 | —18)438 o12 
Deficit (—), end of year.................1..--..-.--.-.- —13, 672,935 | —18, 438,012 | 24 278 99s 


a’ 


Statement of financial condition 


1959 actual | 1960 estimate | 1961 estimate 


Assets: 
Cash with Treasury. --. eae $1, 154, 003 $236, 154 
Accounts receivable, net... | 14, 288 21, 482 $29. 429 
Policy loans ; 602, 342 951, 380 1, 385, 380 
Policy liens. 5 | 3, 038 4, 000 5 000 
CO ee 1, 773, 671 1, 213, 016 1, 419, 862 
Liabilities: 
Current liabilities. Saianibataociee 403, 610 | 455, 803 527. 401 
Operating reserves: 
Cash value... Ante biadiieeban 4 8, 231, 446 11, 530, 976 15, 499, 248 
Reserve for future instalments on matured contracts 1, 895, 623 2, 366, 545 2, 881, 607 
Policy claims currently outstanding. | 415, 927 497, 704 590, 494 
Total liabilities. .......- -- - 10, 946, 606 14. 851. 028 19, 498, 750 
Investment of U.S. Government: 
Appropriation... __...... - 4, 500, 000 4, 800, 000 1 6, 200. 000 
Siti. saneddenaneesion | —13, 672, 935 18, 438, 012 —24, 278, 888 
Total Government investment__...........- wl —Q, 172,935 | —13, 638,012 | —18, 078, 888 





1 Includes $300,000 transfer in 1960, and $1,400,000 transfer in 1961, from ‘‘Veterans i 
ies’’ appropriation 


isurance and indemni- 


Status of certain fund balances 





| 1958 actual | 1959 actual | 1960 estimate | 1961 estimate 





Unexpended balance: Cash--.................-. 2, 022, 888 $1, 154, 003 $236, 154 
Obligated balance net: r ee e Te 
Current liabilities.................- Pueual 306, 773 | 403, 610 | 55, 803 | 527, 401 
Accounts receivable, net (—)........-..-- —12, 816 | —14, 288 | —21, 482 — 29, 482 
Total obligated balance ----..............-. 293, 957 389, 322 | 434, 321 497, 919 
Unobligated balance. -...........--. eee i 1, 728, 931 764, 681 | —198, 167 | , —497, 919 


VETERANS’ SPECIAL TERM INSURANCE FUND 


This revolving fund was established pursuant to section 621 of the National 
Service Life Insurance Act of 1940, as amended (38 U.S.C. 723) to receive 
premiums and pay claims on nonparticipating term insurance issued to veterans 
who served in the Armed Forces subsequent to April 1951, and who applied for 
such insurance within 120 days after separation from service. As of June 50), 
1959, 671,751 policies were in force providing over $6,040 million protection. Ad 
ministrative expenses of the program are charged to the appropriation, “Gen 
eral operating expenses”’. 
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Under provision of Public Law 85-896 policyholders have the right to convert 
this term insurance to a permanent plan insurance. They have the right, also, 
to exchange the present term insurance to a form of term insurances which may 
not be renewed beyond age 50, but which costs less than the present term insur- 
ance. Holders of this form of insurance were extended, too, the right to pur- 
chase a total disability income rider, paying $10 per month per $1,000 of insur- 
ance as provided by title 38 United States Code, section 715. 

Favorable mortality experience on insurance written against this fund indi- 
cates that the assets will reach $106.3 million at the close of fiscal year 1961 
which, except for a small cash balance, will be invested in interest bearing U.S. 


securities. 
and $67.6 million to surplus (reserve for contingencies). 


It is expected that $38.7 million will be assigned to actuarial reserves 


Statements of income. and expense, and financial condition for the past, cur- 


rent, and budget years are included below. 


Revenue, expense, and retained earnings 


——————— — — — 


1959 actual 


cet EE 


Insurance program: 
Revenue... -... “a4 “ 
Expense - . 5, 895, 067 

Net operating income- , L 17, 861, 383 

Nonoperating expense (—): Increase (—) in operating reserves — 2,461, 607 


Net-income for the year____. 
Analysis of retained earnings: Retained earnings, beginning 
Of YOO .s~------5-4>-----, Hiegg= = 4 . s 


15, 399, 776 
35, 856, 658 


Retained earnings end of year 51, 256, 434 


Statement of financial condition 


1959 actual 


Assets 
Cash with Treasury 
U.8. securities (par value) 
Acecunts receivable (net) _- 
Policy loans 


$711, 280 
.| 66, 164, 000 


2, 909 
Policy liens_. 2, 920 
Total assets... _. - ——e stein r _...| 66,881, 109 


Liabilities: 
Current liabilities......._. 
Operating reserves: 
Policy reserves... ate Li 


on 


, 538, 051 


ine wane Salle 3, 973, 442 
Premium waiver and disability 1, 575, 000 
Disability income reserve _- eS : 3, 600 
Reserve for future instalments on matured contracts _ __| 3, 722, 082 

Policy claims current outstanding..-..........______- 812, 500 


Total liabilities. ............._. oa ; Sib aiideaicadnal 
Investment of U.S. Government: Retained earnings (reserved | 
for contingencies) - a asside 51, 256, 434 


66, 881, 109 


15, 624, 675 


Total liabilities and investment___- 





Status of certain fund balances 


1958 actual | 1959 actual 


——._. eee —— mmo - 


Unexpended balance: Cash and U.S. securities.| $48, 805, 476 | $66, 875, 280 | 


Obligated balance: 
Current liabillties 


5, 326, 298 5, 
Accounts receivable 


538, 051 


Total obligated balance 5, 326, 298 


on 


, 538, 051 


Unobligated balance 43, 479, 1 78 61, 337, 229 


a a ee 


$23, 756, 450 


1960 estimate 


$27, 100, 257 
8, 635, 600 


18, 464, 657 


7, 323, 281 
51, 256, 434 


58, 579, 715 


1960 estimate 


$578, 715 
85, 000, 000 
2, 000 

100, 000 

3, 000 


85, 683, 715 


5, 876, 000 | 


330, 000 
. 200, 000 
349, 000 
4, 589, 000 
760, 000 


nw oe 


27, 104, 000 
58, 579, 715 


85, 683, 715 


1960 estimate 


$85, 


578, 715 


, 876, 000 
—2, 000 


, 874, 000 


79, 704, 715 


— 11, 141, 376 | 


1961 estimate 


$29, 138, 400 


8, 899, 400 


| 20,239, 000 
—17, 526, 000 


2, 713, 000 
58, 579, 715 


61, 292, 715 


1961 estimate 


$634, 715 
105, 200, 000 
10, 000 

500, 000 

3, 000 


106, 347, 715 


6, 301, 000 


28, 852, 000 
2, 800, 000 
828, 000 

5, 522, 000 
752, 000 


45, 055, 000 


61, 292, 715 


106, 347, 715 


1961 estimate 


$105, 834, 715 


, 301, 09 
— 10, 000 


t 


6, 291, 000 


99, 543, 715 
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NATIONAL SERVICE LIFE INSURANCE FUND 


This trust fund was established in 1940 as the financing mechanism for the 
World War II servicemen’s and veterans’ insurance program authorized by the 
National Service Life Insurance Act of 1940. Over 22 million policies have been 
issued under this program of which 5.3 million, totaling over $35 billion, remain 
in force. In 1951 the fund was closed to new issues and only reinstatements now 
add to the inforce totals. The fund is operated on a commercial basis to the 
greatest extent possible consistent with law. Administrative expenses are 
charged to the appropriation general operating expenses. 

The assets of the fund, consisting almost entirely of interest-bearing 1s. 
securities and policies loans, are expected to increase from $6,024 million as of 
June 30, 1959 to $6,302 million on June 30, 1961. Liabilities, as of June 30, 1959, 
of $5,522 million represents reserves for actuarially computed policy obligations, 
$5,289 million, and current liabilities of $233 million. Liabilities are expected to 
increase to $5,800 million in 1961 consisting of $5,538 million reserved for policy 
obligations and $262 million current liabilities. Surplus (retained earnings) 
as of June 30, 1959, of $502 million is expected to remain at $502 million on June 
30, 1961. Surplus funds are reserved for contingencies. 

Income of the fund is derived from three sources: premium receipts, interest 
on investments, and transfers from the veterans insurance and indemnities ap. 
propriation. Transfer from the appropriation are expected to remain at about 
the same level in 1960 and 1961 as in 1959. The premium receipts are estimated 
to increase from $470.5 million in 1959 to $510.6 million in 1961. The increase 
in receipts is due to the decrease in the number of policies under waiver of 
premium while the insured is on active military duty (payments of claims on 
policies under such waiver are reimbursed by the appropriation). The number 
of such waiver cases was greatly reduced as a result of provisions of the 
enacted Servicemen’s and Veterans’ Survivor Benefits Act (Public Law 881) 
which (1) forbid approval of waiver applications after January 1, 1957, and (2) 
preclude beneficiaries of policies under waiver from receiving higher indemnity 
compensation rates provided by this act. 

Fund expenditures are expected to remain about the same in 1961 as compared 
with 1960. 

Statements of financial condition for the past, current and budget years, are 
included below. Fund operating reserves are presented as liabilities on the 
étatements. 


Statement of financial condition 


1959 actual 1960 estimate 1961 estimate 
Assets: 
Cash with Treasury $10, 401, 261 $3, 634, 495 $2, 494, 495 
U.S. seeurities (par value 5, 741, 548, 000 5, 826, 548, 000 5, 930, 548, 000 
Accounts receivable, net 6, 411, 604 7, 250, 000 8, 150, 000 
Policy loans 265, 406, 781 310, 000, 000 360, 000, 000 
Policy liens 451, 022 500, 000 500, 000 
Total assets. _. 6, 024, 218, 668 6, 147, 932, 495 6, 301, 692, 495 
Liabilities 
Current 7 233, 538, 501 244, 600, 000 261, 700, 000 
Operating reserves 
Policy reserves 2, 479, 834,744 | 2, 718, 700, 000 2, 976, 300, 000 
Premium waiver and disability reserves 109, 160, 044 | 109, 602, 000 120, 126, 000 
Reserves for future installments on matured 
contracts 2, 584, 273, 280 2, 443, 600, 000 2, 312, 500, 000 
Total disability income reserves 4, 779, 554 6, 070, 000 7, 265, 000 
Reserve for dividends declared 100, 746, 675 112, 500, 000 110, 000, 000 
Reserve for reported claims in process of settlement 10, 000, 000 11, 300, 000 11, 700,000 
Total liabilities 5, 522, 332, 8&8 5, 646, 372, 000 5, 799, 591, 000 
Investment of U.S. Government: Retained earnings 
(reserve for contingencies) 501, 885, 780 501, 560, 495 502, 101, 495 
Total liabilities and investments._- 6, 024, 218, 668 | 6, 147, 932, 495 6, 301, 692, 495 
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Sratus or Funps 


Mr. Evins. Do these funds necessitate appropriation for capital 
impairment ? a 

Mr. Stone. Not for the USGLI or national service. Appropria- 
tions are required for service disabled insurance and indemnity. It 
isabout $48 million, I believe. 

Mr. Evuns. 17-1 shows a deficit of 
problem there? 

Mr. Stone. 17-1 shows a net operating loss of $1,265,000 for service 
disabled insurance. 

Mr. Tuomas. This program was set up with the idea you had to 
lose money because you were giving him insurance he could not afford 
tobuy. Isthat correct? 

Mr. Stone. Yes; $48,800,000 was asked for 
demnity, and extra "haz: ard deaths. 

Mr. Evins. Veterans who could not acquire commercial insurance? 

Mr. Stone. That is right. 

Mr. Tuomas. Would it be well to put in a table of all the insurance 
tables? Insert a table setting out the status of each one of your funds 
showing those self-sufficient and those which require appropriated 
funds. 


(The information requested follows:) 


$24 million. What is the 


service disabled, in- 


Insurance funds—Analysis sheet 


t 
Pren Are J trativ ) Fund 
ums divi eh X pe e| propriation iSsets Page re 
Fund paid by| dends up- jpaid for extra millions erence 
Oli I ting pI ha S 1959 
holders priation fis 1 
VOl re | 
National service life insuranc Yes Ye Ye $12, 210, 000 $6, 024 17-8, 17-9 
fund: O ted r mercial 
basi xte le (World 
War I 
U.S. Go me li ist ( i ¥ Yes 540, COO 1,247 | 17-10, 17-11 
fund: 0 , 
basis t te | W orld 
War I 
Vet a i \ Y Y 7 17-5, 17-¢ 
u I r yt 
I rvice afte il, 
Ip hk in withir 
120 r 
Sery j ' \ No y 40 2 7 17-2 
is I 
par iH ft 
Apr 951 t on 
nec ils still pen 
t u 
| Yes; except for losses due to extra hazard of military service. 


Mr. Evins. 


Chairman. 


I have nothing further on the insurance program, Mr. 
[ believe that completes volume 1, 


EMERGENCY OFFICERS 
Mr. Yarrs. May we return to page 9-9, compensation and pensions, 


and have someone explain what is meant by the emergency officer 
program ¢ 


563225 60 pt. 2 29 
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Mr. Srratrron. That is a law which extended certain retirement 
benefits to Reserve officers in World War I. If the man had a 30- ae. 
cent disability which led to discharge from service he is given 7 
percent of his military pay. 

Mr. Tuomas. What about World War IT? 

Mr. Stratton. No, sir; it is not in this program. 

Mr. Tuomas. The armed services carry that ? 

Mr. Srratron. That is carried under the Career Compensation 
Act. 

Mr. Osterrac. Is a veteran eligible to receive both ? 

Mr. Srrarron., You cannot get both retirement funds. 

Mr. Osrerrac. My inquiry is whether or not it is possible for a 
veteran to receive disability compensation and Reserve officers re- 
tirement at the same time? 

Mr. Srrarron. Yes, sir; disability compensation and World War II 
retirement benefits, but the total of the two cannot exceed the maxi- 
mum of the retirement payment. In other words, he can waive an 
amount of retirement pay equivalent to the disability compensation, 

Only one award of ee nsation or World War I emergency officers 
retirement may be paid, however. The VA administers both and the 
veteran is paid the greater of the two. 

Mr. YAarTes. Why were rates established at a higher level than 
norma] compensation payments ? 

Mr. Srrarron. It is tr: aditional in the Armed Forces that the dis- 
ability program, up until the Career C ompensation Act on disability 
retirement, pay 75 percent of the base pay. 

Mr. Trromas. You had a headache when some Reserve officers were 
denied compensation upon retirement from the military and then they 
are relegated back to VA standards. VA standards of compensation 
are about. 50 percent lower than those of the Reserve officers. 

You had one case not long ago where they went to the Court of 
Claims and the Court of Claims in a split decision sent it back to you. 

Mr. Srrarron. They said the disability did rate 30 percent. The 
problem arises because we both apply the same rating schedule. 

Mr. Tuomas. The Reserve payment is higher than yours, 

Mr. Srrarron. If you speak of the emergency officers retirement 
that is true. 

Mr. Tuomas. That is what we are talking about. 

Mr. Yares. The number of participants in this is closed ? 

Mr. Srratron. Yes, sir. 

Mr. Yates. It has been closed for some time ? 

Mr. Srrarron. They must have filed before January 1, 1958, in 
order to receive this benefit. 


READJUSTMENT BENEFITS LEGISLATION 


Mr. Jonas. I have a question on 10-1, readjustment benefits. Do 
you have any estimate as to what the proposed GI educational bene- 
fits bill for nonwar veterans will cost ! 

Mr. Wuirtier. Yes; we have that. 

Mr. Monx. About $600 million a year for a full extension of the 
Korean GI bill. 

Mr. Ostertac. That is on a continuing basis? 
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Mr. Monk. As long as the — Service Act remains in effect. 
s on how they write the bill. ; 
83 counia. Hae: does your figure compare with that of Mr. 
Monk, Mr. Driver ¢ Mr. Monk gave us a figure of $600 million a year. 
Is that right, Mr. Monk : 

Mr. Monk. Yes, sir. a aca 

Mr. Osrertac. What figure are you referring to, Mr. Driver ’ 

Mr. Driver. Mr. Monk refers to a 5-year cost estimate on a bill 
which would extend full Korean benefits. The bill which the Senate 
passed is partly a loan bill. 

Mr. OsrertTac. That includes loans as well as education. 

Mr. Driver. Grants and loans. 

Mr. Ostrrrac. That would be the total figure for 5 years? 

Mr. Driver. $1.6 billion for 8. 1138. It is a combination of a loan 
and a grant. 

Mr. Osrertac. How much money ? 

Mr. Driver. On a 5-year basis, $1,600 million. That is for 5 years. 

The first year cost would be about $180 million. Second it is about 
¢35(0 million, $380 million, $380 million, and $360 million. 

" Mr. Osrertac. I do not reconcile the $600 million figure with this. 

Mr. Driver. If we go directly to a loan program and leave out 
srants we increase all costs. We have to write the terms of the bill and 
cost it specifically. . 

But as Mr. Monk said it would be substantially higher if we are 
talking strictly about a peacetime bill comparable to the one we have 
had for war veterans. 

Mr. Tuomas. It is a lot of guess work because you have three bills 
pending. Even though they are active each one varies from daylight 
to dark. 


DEPARTMENT OF MEDICINE AND SURGERY 


Mr. Tuomas. Department of Medicine and Surgery. 
Dr. Middleton, do you have a general statement here ? 


GENERAL STATEMENT 


Dr. Mipp.eron. Yes, sir. 

Mr. Chairman and gentlemen, thank you for the opportunity to 
highlight the major changes in Veterans’ Administration medical 
programs contemplated by the 1961 fiscal year budget estimate you are 
now considering. The 1961 fiscal year estimate requests appropria- 
tion of $934,491,000 for financing all activities of the Department of 
Medicine and Surgery and administrative expenses of the Office of the 
Assistant Administrator for Construction. The estimate provides a 
total increase of $17,929,000 over our current estimate of 1960 fiscal 
year expenditures, as reflected in the supplemental request now pend- 
ing before this committee. This total increase is comprised broadly 
of increased costs to our medical programs of (a) $7.3 million for 
the Government’s share of employee health insurance payments re- 
og: from enactment of the Federal Employees Health Benefits 
Act, Public Law 86-382; (b) $6 million for increased hospital and 
outpatient workloads and nominal staffing improvements; (c) $1 











450 


million for comparative transfer of certain supply, personnel, and 
file room charges previously fin anced from the “General operating 
expenses” appropriation; and (d@) $3.6 million for average salary ip- 
creases, after considering offsetting decreases in the “Medical pe. 
search” appropriation and the 1 less workd: ay and calendar day oe- 
curring in fiscal year 1961. These average salary increases result 
from wage board surveys, periodic within-gr: ade promotions, and Ciyi] 
Service Commission position reclassification actions that cannot be 
absorbed by employee turnover or lapses. 


PROGRAM OBJECTIVES 


Estimated financial requirements continue to be based on the fol- 
lowing agency medical program objectives 

(a) Medical care shall be rendered to all eligible veterans who re- 
quest and require such care, either in Veterans’ Administration fa- 
cilities or by contractual arrangements, when necessary. 

(b) The quality of medical care provided by the Veterans’ Ad- 
ministration shall be maintained at a level comparable with the best 
civilian institutions treating similar types of illnesses. 

(c) Current and proposed operating standards shall be studied and 
reduction made of the unit cost of medical care by amending or elin- 
inating standards and practices which do not meet the criterion of 
essentiality. 

CONSOLIDATION OF EXISTING FACILITIES 


We have taken a number of actions, with appropirate savings re- 
flected in our estimate, which are directed toward providing medical 
care to veterans with maximum economy and efficiency in operations, 
Among the actions accomplished since last meeting with this com- 
mittee are— 

(2) The consolidation of management and administrative services 
at adjacent VA hospitals at Little Rock, Ark.; Boston, Mass.; Wads- 
worth, Kans.; and Baltimore, Md. These consolidations result in 
innual average savings of approxiamtely a hundred thousand dollars 
for each consolidation. 

(5) Progress continues to be made in the program to consolidate 
outpatient clinic activities with nearby hospitals. Such consolida- 
tions permit greater economy of operation and at the same time im- 
prove quality of treatment and broaden the range of medical serv- 
ices available to service-connected patients. Transfers of clinics lo- 

cated at the regional offices in Detroit, Mich.; Hartford, Conn.; and 
Kansas City, Mo., to VA hospitals in those localities will be accomp- 
lished prior to the close of fiscal year 1961. Additional transfers of 
clinics are being planned for subsequent years. 

It will be interesting to the committee, Mr. Chairman, to indicate 
that of the 15 consolidations of outpatie nt clinics with hospitals thus 
far accomplished, 9 show an increase in the patient load; therefore, 
an acceptance on the part of the veteran. 

Mr. Tromas. Were you able to save any money, Doctor? I think 

he veterans want it consclidated all right. 1 think you are able to 
give them hetter medicine in a quicker time. What about your costs! 
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Dr. Mippiteton. The cost is a subsidiary consideration, Mr. Chair- 
man, in that we consider this primarily a movement in the interest of 
improved veteran care. 

(Off the record.) 

Dr. Mippteton. It will save money, but that, to us, is a secondary 
consideration. 

Mr. Ostertac. Mr. Chairman, I think the doctor was referring at 
this point to transfers rather than consolidations. 

Dr. Mippieton. This is consolidation of the outpatient clinic with 
the hospital, sir. 

Mr. Ostertac. You used the word “transfers.” It is a transfer, 
but, on the other hand, it is a consolidation with existing facilities of 
the VA. 

Dr. Mrppieton. That is correct. In certain instances it requires 
additional construction, as you know. 

(c) The Central Dental Laboratory at New York City was deacti- 
yated during fiscal year 1959 and consolidated with the Washington, 
D.C., Laboratory. It is planned also to transfer the workload now 

rformed by the Boston Central Dental Laboratory to the Wash- 
mgton, D.C., Laboratory during the current fiscal year. This action 
will complete our program for consolidating central dental laboratories 
and providing complete national coverage from four cities. 

Mr. THomas. You are consolidating about 12 to 3. 

Dr. Mippteron. That is right, 13 to 4. The four that remain will 
be Washington, D.C., Chicago, Dallas, and Los Angeles. 

Since fiscal year 1955 the number of central dental laboratories will 
have been reduced from 13 to 4. These consolidations have reduced 
operating costs about $300,000 without impairment of service to vet- 
eran beneficiaries. 

(d) Asa result of the continuing decline in the tuberculosis patient 
load, the Veterans’ Administration during fiscal year 1959 closed the 
Waukesha division (TB) of the VA Center, Wood, Wis., and con- 
verted a 146-bed TB-NP unit for care of psychiatric patients at the 
VA hospital, Marion, Ind. Unused beds in many tuberculosis hos- 
pitals similarly have been converted for care of patients with other 
illnesses. This has changed the major mission of several hospitals, 
and, accordingly, the VA hospitals at Batavia, N.Y., Fort Bayard, 
N. Mex., Tucson, Ariz., Whipple, Ariz., and Walla Walla, Wash., 
have been redesignated as general medical and surgical hospitals. 

Now I may add three to those. Sunmount, N.Y., Madison, Wis., 
and Kerrville, Tex., have been made G.M. & S. hospitals. 

(e) Other significant gains have been made in the consolidation 
of property accounting, improvement of the fiscal audit program, 
planning for an automatic data processing program, and systematic 
review of programs and operations. These advances in improved 
management are outlined in broader detail in our budget narrative. 

This year our budget submissions for the inpatient, outpatient, and 
supply depot programs contain an innovation which we believe will 

most helpful to the committee in its review and consideration of 
these budget estimates. The impact of each major change has been 
spelled out in detail on the object of expenditure, employment, and 
functional activity cost. charts, thus affording a clearer picture of 
eon in planned operating levels between fiscal years 1960 
and 1961. 
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MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


The budget estimate for fiscal year 1961 provides $28,469,000 for 
medical administration and miscellaneous operating expenses. This 
total includes $1,622,000 for administrative expense of the Office of 
the Assistant Administrator for Construction. The requirement for 
those programs exclusively under the jurisdiction of the Department 
of Medicine and Surgery is $26,847,000, comprised of the following; 
$8,947,000 for overall administrative and supervisory services rep- 
dered by central office and the seven area medical offices of the Depart- 
ment, $15.4 million for medical research, $1 million for prosthetic test- 
ing and development, and $1.5 million for education and training. 

The $8,947,000 requested in fiscal year 1961 for medical adminis. 
tration is $742,200 more than the estimated requirements for the cur- 


* ¢ . . i 
rent year. Administrative employment in the Department of Medi. | 


cine and Surgery declined from 1,032 in fiscal year 1955 to 817 in 
1959, a decrease of 215, during a period when workloads were steadily 
increasing. This has resulted in considerable curtailment of needed 
supervision of field programs and complicated the administration of a 
tremendous medical system. 


HOSPITAL MODERNIZATION PROGRAM 


The department is now engaged in planning for a substantial hos- 
pital modernization program, and is giving special attention to hos- 
pital maintenance and repair, and equipment replacement problems, 
The added emphasis on these activities, together with the increasing 
number of specialized patient-care programs associated with problems 
of the aging and day care for mentally disturbed veterans, requires 
increased administrative and supervisory assistance from central office 
and the area medical offices. The estimate provides for an increase of 
70 urgently required personnel. This increase includes 10 employees 
to be transferred from the “General operating expenses” appropria- 
tion, 18 for the increased workload in central office and 42 to provide 
neon area medical offices with required supervisory and typing 
staff. 


MEDICAL RESEARCH 


The $15.4 million requested in fiscal year 1961 for medical research 
is $1,944,000 less than available during fiscal year 1960. This: reduced 
sum at least will permit continuation of the major research studies 
and projects now underway. During the 1959 fiscal year, the medical 
research program supported 6,371 projects. Very tangible benefits 
accrue to the veteran patient and all mankind through improved 
methods of medical treatment. In addition, the research program has 
proved to be an invaluable factor in the maintenance of a highly 
qualified professional staff at our hospitals. 


EDUCATION AND TRAINING 


The $1.5 million requested in fiscal year 1961 for education and 
training in medicine is $169,000 more than is available in fiscal year 
1960. This will allow a nominal expansion of the education and 
training program, with particular emphasis to be placed upon lectures 
and VA-conducted seminars. It is axiomatic that with higher accom- 
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lishments in education and training of staff, there is greater potential 
or recruiting, building, and retaining a permanent organization of 
dedicated, high-quality hospital and clinic personnel. 


PROSTHETIC TESTING AND DEVELOPMENT 


The prosthetic testing and development program is planned to 
continue at the statutory $1 million level in effect during the current 
fiscal year. You recall this is a no-year appropriation. Development 
work in artificial limbs has progressed to the point of permitting 
increased research in other areas of prosthesis, such as braces and 
aids for the blind. About one-third of the prosthetic research work 
will be accomplished in our own research and testing laboratory in New 


York. 


INPATIENT CARE 


Inpatient care is the largest of the agency’s medical appropriations 
and constitutes about 88 percent of the total financing required for 
medical activities. The Sodivet estimate requests $817,021,000 for 
maintenance and operation of VA hospitals and domiciliary facilities 
and for the care and treatment of eligible beneficiaries in contract 
hospitals and State home facilities. 

During fiscal year 1961 it is planned that an average daily bene- 
ficiary load of 141,250 veterans will receive care and treatment under 
this appropriation, or 404 more than in fiscal year 1960. A total of 
121,456 average operating beds will be maintained in VA hospitals 
toaccommodate 111,600 average daily patient load. In addition 17,387 
average operating beds will be maintained in VA domiciliaries to 
sustain an average daily member load of 16,850. State home member 
loads will approximate 9,750 and an estimated 3,050 average patient 
load will receive care in contract hospitals. 

Of foremost significance in the past year was the establishment of 
the President’s policy under which the Veterans’ Administration will 
operate its hospital system at an authorized level of 125,000 beds. The 
flexibility granted to the Administrator by the President’s policy 
enables the agency to meet changes in hospitalization demand more 
promptly. In the first, year of operation under this policy, eight 
tuberculosis hospitals have been redesignated to care for general medi- 
eal and surgical cases 

Mr. Tuomas. I might interrupt you long enough to say the Presi- 
dent is doing a lot of legislating, but we will go into that later. Go 
ahead. 

Dr. Mippteron. An additional domiciliary facility has been acti- 
vated at Dublin, Ga., and the number of hospital beds in operation 
and the number of veterans receiving care and treatment have con- 
tinued to rise. 

A highlight of our hospital program will be the opening of the new 
1,000-bed neuropsychiatric hospital at Palo Alto, Calif., early in 
fiscal year 1961. This will be the eighth advanced-type neuropsychiat- 
ric hospital constructed since World War II. 

The estimate proposes an increase of $15,942,000 over the current 
estimate of expenditures for fiscal year 1960 reflected in our pending 
supplemental appropriation request, after considering the one less 
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workday and calendar day in fiscal year 1961, and a $1 million compar- 
ative transfer to the outpatient care appropriation. Of this inere: ase, 
6.6 million is required for the payment of the Government's share of 
employee health insurance premiums, and $9.3 million is for increased 
inpatient workloads, average salary increases, and nominal staffing 
improvements for hospitals. 

The agency is grateful for the staffing increase approved by the 
Congress for VA hospitals during the past 2 years. 

] ‘might inject here the statement that the $5 million which ‘was 
made available for improving of the staffing of our psychiatric hos- 
pitals by this committee has been very profitably and prudently spent. 

Mr. THomas. That should not be a recurring proposition every year, 
should it? . 

Dr. Mippteton. VA must keep pace with modern medicine. Staff- 
ing of our G.M. & S. hospitals should more closely approximate the 
experience of non-Federal short-term general and other special hos- 
pitals if we are to provide quality medic: al care. 

For fiscal year 1961, the estimate provides an increase of 1.1 em- 
dloyees per 100 patients and members in VA facilities at a cost of 

$5 million. 

Actually, the figure is from 1,046 to 1,057 per thousand patients. 

This increase is for staffing improved physical facilities now under 
construction and to meet the additional requirements for care imposed 
by an aging veteran population. Additional staff for hospitals is the 
most urgent need in the VA medical care program. 


OUTPATIENT CARE 


Requirements for the outpatient care program are estimated at 
$86,481,000 for fiscal year 1961. Under this program veterans with 
service-connected disabilities are provided medical and dental care 
by the staffs of VA outpatient clinics (VA operates 81 clinics and 16 
subclinics) and by physicians and dentists participating in the home- 
town medical care program. As a general policy, the VA provides 
outpatient medical care in its own clinics unless it is more economical 
and in the medical interest of the veteran to use the services of home- 
town fee-basis physicians and dentists. In addition to examination 
and treatment, the clinics provide services such as social worker visits 
and guidance for nutritional and nursing care in veterans’ homes, and 
furnish prosthetic appliances, sensory aids, and pharmaceuticals as 
needed. The estimate provides an increase of $2,615,000 over the 
current fiscal year availability and is related directly to an increased 
workload. The monetary increase consists principally of $1 million 
comparative transfer from the inpatient care appropriation for out- 
patient services rendered by selected hospitals; $1,355,000 for in- 
creased workload, including establishment of seven psychiatric day 

eare centers and four new audiology clinics; and the added costs of 
the employee health insurance program. We estimate that there will 
be over 3.6 million visits to clinics and hometown physicians by eligi- 
ble beneficiaries to receive outpatient medical or dental care and treat- 
ment in the fiscal year 1961. There has been a perceptible increase in 
the use of drugs in outpatient clinics in treating mental illness, tuber- 
culosis, and to a lesser extent, diseases of the heart and blood vessels. 
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This has made outpatient treatment possible for a large number of 
yeterans who otherwise would be confined to hospital “beds. There 
can be no doubt as to the professional, social, na economic benefits 
ultimately to be derived from such trends. 


SUPPLY DEPOTS 


The budget request of $2,520,000 will permit continued operation 
of the three VA supply depots which provide the principal means of 
insuring supply economy within the agency. ‘These depots are located 
at Hines, lil.; W ilmington, Calif. ; and Somerville, N.J. The esti- 
mate prov ides a total increase of $252,000 over the currently estimated 
fiscal year 1960 expenditures reflected in our supplemental appropri- 
ation request. This estimate includes major increases of $116,000 for 
deferred maintenance projects at the Somerville, N.J. depot; $40,000 
for replacement of obsolete equipment at all three depots; $80 000 for 
extension of property accounting services to additional VA field sta- 
tions; and $22,000 for health insurance and average salary increases, 
after considering the one less workday. Because of the limited flexi- 
bility under which the depot program can be administered and the 
need that all VA field stations be assured of ready availability of 
supplies and equipment, it is most important that the full requested 
amount be provided for operation of VA depot facilities. 

Thank you very much. 


REPLY TO CRITICISM TO VA HOSPITALIZATION PROGRAMS 


Mr. Chairman, with your permission and that of Mr. Yates, I 
should like to enter into the record for completeness a letter of Jan- 
uary 11 covering the points in the article by Dr. Koontz which ap- 
peared in the Current Medical Digest. 

Mr. THomas. You mean where you answer that statement ? 

Dr. Minpteton. We answered that statement the 11th of January. 

Mr. THomas. We would be glad to have it for the record. That is 
a nice statement, and if you answer that article in the Current Med- 
ical Digest, it will be very helpful. 

Mr. Osrerrac. Is this article attacking the medical program of the 
VA, the whole picture of hospitalization and all ? 

Mr. Tuomas. Yes. 

(Off the record.) 

(The correspondence and article referred to follow :) 


JANUARY 11, 1960. 
Hon. Stpney R. Yares, 


House of Representatives, 
Washington, D.C. 


Dear Mr. Yates: Reference is again made to your letter of December 12, 
1959, and that copy of Current Medical Digest pertaining to Veterans’ Adminis- 
tration hospitals transmitted for our review and comment. 

In this reply, as you suggested, we have given particular attention to those 
portions of the article which you underlined. 

The statement that “* * * More than 85 percent of the patients in Veterans’ 
Administration hospitals have non-service-connected disabilities” is not con- 
sistent with the facts. On page 12 of the Annual Report of the Administrator 
of Veterans’ Affairs, 1958, we published detailed information of an annual 
sample census of eligibility status of patients under Veterans’ Administration 
care on a typical day. On the date of the last available published census there 
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were 113,000 patients hospitalized under VA auspices in VA facilities. Of this 
total approximately 400 or 0.4 percent were nonveterans for whose care we 
received reimbursement. Included in this group were military personnel op 
active duty, Federal Government employees injured or disabled in the course of 
their employment, and persons requiring emergency hospitalization care who 
were admitted for humanitarian reasons. The remaining patients may be 
classified into three eligibility groups as follows: 

(1) 34.7 percent were veterans receiving care for service-connected dis- 
abilities. These veterans are unconditionally eligible for VA care. 

(2) 8.6 percent were veterans with service-connected compensable dis- 
abilities who were being treated for non-service-connected disabilities, 
These veterans are eligible for VA care if a bed is available. 

(83) 56.3 percent were veterans receiving care for non-service-connected 
disabilities. These veterans are eligible for VA care if a bed is available 
and they sign an affidavit certifying their inability to defray the cost of 
hospitalization. 

The cost for taking care of all veterans was reported as “almost $1,000 million 
a year.” This is incorrect. The actual cost, according to our records, for al 
inpatient care, hospital and domiciliary for fiscal year 1958 was $731,936,000. 

The statement that non-service-connected cases get more or better care than 
the service-connected case is not supported by the facts. Our policy is to fur- 
nish eligible veterans who have been admitted to our hospitals with that degree 
of care that is equivalent to the best available in that particular locality. 

The statement that “* * * the entire purpose of the VA hospitals—the care 
of veterans disabled in war—has been thwarted by the empire-building burean- 
erats * * *,” is inconsistent with the facts. As noted in the article, the Deans 
Committee plan has been largely responsible for the development and current 
excellence of medical care in Veterans’ Administration hospitals. In our opin- 
ion, the need to maintain these standards of professional excellence is as im- 
portant today as it was in the period immediately after World War II. Al- 
though the Deans Committees, the affiliated medical schools, and our residency 
training programs have figured prominently in developing and maintaining a 
high quality of medical care in our hospitals, we have no evidence that these 
services have influenced the bed capacity, patient load, legal eligibility, or other 
factors which describes the basic obligation of this agency to the veteran popula- 
tion. By statute title 38, United States Code, sections 610(a)(1), and 622 
provide in pertinent part that the Administrator of Veterans’ Affairs may 
furnish hospital care which is needed for veterans with service-connected dis- 
abilities, and for war veterans with non-service-connected disabilities who are 
unable to defray the cost of care. With respect to the non-service-connected 
group section 622 of the cited code provides in pertinent part that “the statement 
under oath of an applicant on such form as may be prescribed by the Adminis- 
trator shall be accepted as sufficient evidence of inability to defray necessary 
expenses.” [Italic is ours.] 

The requirement of the oath has been a part of the basic statute since the 
amendment of section 6 of Public Law 2, 76th Congress. Ever since its enact- 
ment (sec. 29, Public Law 141, 73d Cong., March 1934), the Veterans’ Adminis- 
tration has been required to give hospital care to a veteran otherwise entitled 
who executes such statement under oath. The unambiguous language of the 
act italicized above precludes the establishment by the VA of a means test 
to determine the ability of the veteran to pay for hospitalization so long as he 
complies with the foregoing requirements 

While the Veterans’ Administration cannot deny admission under the law 
when a bed is available the Administrator can prescribe certain limitations. One 
of these limitations is the addendum to VA Form 10—P-10, the basic application 
form. This addendum was adopted in an effort to focus the veteran’s attention 
on his financial status and thereby give him a clearer understanding of the 
propriety of signing the oath of inability to pay. One of the items to be included 
on this addendum would be that of the “Cadillac car” which the writer mentions 
in his article. 

Our experience under this addendum has done much to dispel the unfounded 
criticisms that many veterans can well afford to pay for hospitalization. Asa 
matter of information, applications of individuals who report assets on the 
addendum that may cast some doubt on their ability to pay are referred to the 
central office for submission to the General Counsel for his review. That office 
takes such action as they consider appropriate under the circumstances. 
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With respect to that portion of the article underscored on page 78 as to “why 
should the taxpayer have to pay the hospital bill” of the hypothetical case 
described therein, we can only assume, in answer to this question, on the basis 
of the information furnished, that the veteran qualified for hospital care under 
the provisions of the statute referred to above and also qualified for a non- 
service-connected pension under the provisions of section 531, title 38 United 
States Code. If the writer is willing to furnish us with the name of the veteran 
described in the article I shall be happy to look into the matter and determine 
whether Our assumption is correct. 

The statements that unsavory conditions have been partially responsible for 
a large percentage of the original consultants, “* * * resigning outright or 
pecoming inactive * * * and “many of the original chiefs of services have left 
the VA hospitals because they were frustrated * * *” is not entirely true. While 
some changes have been made we doubt whether the reasons given were the 
primary considerations for either the consultants resigning or the chiefs of 
services leaving the VA. Our experience based on exit interviews with the ma- 
jority of such individuals indicates that their disassociation from the VA was 
predicated in whole or in part on personal reasons. The reasons most fre- 
quently given were lack of adequate remuneration for services rendered or bet- 
ter opportunities for professional growth elsewhere. 

We appreciate your giving us an opportunity to comment on portions of the 
enclosed article. 

Sincerely yours, 
WILLIAM S, MIDDLETON, M.D., 
Chief Medical Director. 


DECEMBER 29, 1959. 
Hon. Stipney R. YATEs, 


House of Representatives, 
Washington, D.C. 

Dear Mr. YATES: Your letter of December 16, 1959, transmitting an article 
from the current Medical Digest prepared by Dr. Amos R. Koontz on the medical 
activities of the Veterans’ Administration has been received. 

We are looking into this matter and will furnish you with a reply as soon 
as possible. 

Sincerely yours, 
WiriiAM S. Mippreron, M_D., 
Chief Medical Director. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 


Washington, D.C., December 16, 1959. 
Hon, SUMNER WHITTIER, 


Administrator, Veterans’ Administration, 
Washington, D.C. 


Dear Mr. WHITTIER: I am enclosing an article which appeared in Current 
Medical Digest pertaining to veterans hospitals. I would appreciate your giving 
me the answers, particularly to those portions of the article which are italicized. 

Sincerely yours, 


SipNey R. Yates, Member of Congress. 


[From Current Medical Digest, October 1959] 
SureiIcaL COMMENTS 
(By Amos R. Koontz, M.D.) 
THE DEANS’ COMMITTEES AND VETERANS HOSPITALS 


It is common knowledge that prior to World War II our Veterans’ Aaminis- 
tration hospitals were not well run and that the medical care offered veterans 
was not the best. Immediately after World War II a sincere effort was made by 
our Government to remedy this. Our medical schools were asked to form 
Deans’ committees who would furnish consultants for the VA hospitals, most 
of which were situated in fairly close proximity to the medical schools. This 
teaching connection gave the VA hospitals an academic status, 
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The medical schools accepted this function as a patriotic duty and responded 
nobly. The consultants furnished by them have been largely responsible for 
the excellence of the residency training program in the VA hospitals, 

When this program was undertaken, the medical schools naturally felt that 
their part in the program was to assist in taking care of veterans with service. 
connected disabilities, but that is not the way it turned out. The affiliation 
of the medical schools with VA hospitals has resulted in tremendous expansion 
by the latter. The medical schools have been unwitting partners in the process. 

Now more than 85 percent of the patients in VA hospitals have non-service. 
connected disabilities. The VA officials freely admit that they could not carry 
on their residency training programs without these non-service-connected cages, 
Neither could they carry them on without the medical schools, on whom they 
are dependent for teaching. 

What do the medical schools get out of this? Of course the fees to the cop. 
sultants furnished by the medical schools go to the individual consultants, and 
not to the medical schools themselves. The medical schools, however, do get 
VA grants for research, but these, I am informed, are sporadically granted, are 
not continuing, and therefore make it rather difficult for the schools to form 
a continuous program. They may get the personnel set up for a research project, 
only to find that the organization is disrupted at the end of the year by failure 
to continue the grant for the research. 

But this is not the real question. The question is, is the affiliation of our 
medical schools with the VA in the public interest. I doubt if our medical 
school authorities have taken the trouble to reevaluate the situation. The thing 
that was started in the beginning as a patriotic endeavor has become a habit, 
which is entirely natural, but hardly desirable. The object of the Deans’ com- 
mittees has been to improve the quality of medical care in the VA hospitals, 
Individually, they can hardly depart from that objective, even though they may 
not approve of the policy of admissions to the hospitals. But the system 
has resulted in three evils, not at all anticipated when it was started. 

In the first place, it has resulted in building up a number of residency training 
programs in VA hospitals which have caused a depletion in the house staffs of 
the majority of our civilian hospitals, necessitating them to fill their staffs 
with foreign interns, many of whom are good, but many of whom are undesirable, 
especially because of language difficulties. 

In the second place, it has resulted in the Veterans’ Administration clamoring 
for more and more hospitals, even when there were plenty of vacant beds in 
the existing hospitals. Politicians (not statesmen), anxious to be elected to 
Congress, are happy to jump on this bandwagon. As a result, we are taking 
eare of the vast majority of patients in veterans’ hospitals, free of charge, who 
do not have service-connected disabilities and therefore have no claim on our 
Federal Government, whether they are distitute or not. If they are destitute, 
the care of them is a local, and not a Federal problem. The cost of taking care 
of these people is almost $1,000 million a year. I have purposely not used the 
term “billion” because we have been so reckless in spending billions in recent 
years that people have forgotten how much a billion dollars really is. 

In the third place, the most blatant Of all the issues is the fact that the 
system has resulted in the non-service-connected cases getting more and better 
care than the deserving service-connected cases. The reason for this is that 
the non-service-connected cases are principally acute cases which have more 
interest, both to the teaching and house staffs of the VA hospitals, while the 
service-connected cases are chronic cases, of little interest, and therefore get 
less attention. Thus, the entire purpose of the VA hospitals—the care of 
veterans disabled in war—has been thwarted by the empire-building bureaucrats. 

But are the non-service-connected cases which are being taken care of free 
of charge in VA hospitals destitute? There are a great many cases which prove 
the contrary to be true The following examples will illustrate this unwhole- 
some condition. A veteran, now 30 years of age, who had been discharged from 
the service on March 9, 1954. entered a VA hospital on November 29, 1958, with 
what was said to be a heart attack. He remained in the hospital until Janv- 
ary 5.1959. He began receiving a pension of $66.15 a month in April 1959. He 
was apparently encouraged by the VA to apply for a pension and was given a 
note by them which he carries in his wallet, which reads as follows: “To keep 
pension you are unemployable but can, if possible, take an easy job for 2 to 3 
days a week, 4 hours a day, and payment must be below $2,700 a year (entire 
income must be belew. $2,700 a yvear).” The veteran had a good job, before 
entering the VA hospital. He has now been pronounced by two good doctors 
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gs physical fit. .Why should the taxpayers have to pay this man’s hospital bill 
and why should we pay him a pension of $66.15 for the rest of his life, which 
may stretch out to be a very long one? 

Veterans with non-service-connected disabilities have been known to drive up 
io veterdns hospitals for admission in their own Cadillac cars. Others have 
peen known to enter with several thousand dollars in their pockets. One man 
had a leg amputated for a non-service-connected disability in a civilian hospital. 
He wanted to get the Government to pay for his prosthesis but could not get this 
done without being admitted to a veterans hospital. He got admitted on some 
pretext (it does not take much) and then after being admitted, the policy be- 
ing to give him anything he needed, he got his artificial limb at the taxpayers’ 
expense. 

These things are so palpably wrong as to be revolting to any citizen with a 
sense Of decency and fair play. The unsavory condition has been partly re- 
sponsible for a large percentage of the original consultants, among whom were 
many outstanding medical figures, either resigning outright or becoming in- 
active in their VA consulting. Many of the original chiefs of service have left 
the VA hospitals because they were frustrated by the inept policies and prac- 
tices of the Veterans’ Administration. 

If our medical schools have unwittingly been a part of the program, isn’t it 
high time that they were getting their wits back and severing their relations with 
VA hospitals. (I realize that this can only be done by united action and should 
possibly be sponsored by the Council on Medical Education and Hospitals of the 
AMA, or by the Association of American Medical Colleges, or both.) If they 
did, the VA hospitals would die on the vine because their residency training 
programs would fall through (at least in most instances). Then we would not 
have the managers of VA hospitals admitting well patients at random, and 
keeping patients in the hospitals for weeks instead of days, in order to keep 
their census up. If only patient. with service-connected disabilities were 
treated in VA hospitals, they would not have enough patients to keep going. 
The patients with service-connected disabilities could be treated in the many 
service hospitals or Public Health hospitals, or preferably at home on a home- 
town care basis. This would save us lots of money and it is high time that we 
were forcing our legislators to cut down on their extravagant spending. 


JUSTIFICATION OF THE EstTrMaATEs 


Mr. Tuomas. Mr. Reporter, put pages 19-1 and 19-2 in the record. 
(The pages referred to follow :) 


SuMMARY OF APPROPRIATIONS, $934,491,000 


Actual, | Estimated, Estimated, | Increase (+ 


Appropriated title fiscal year fiscal year fiseal year | or decrease 
1959 1960 1961 a= , 1961 


over 1960 


} 


| ror 
| 
| 


Medical administration and miscellaneous 


operating expenses, appropriation or esti- 

mate. | $26,726,300 | $29,349,000 | $28, 469, 000 — $880, 000 
Inpatient care, appropriation or estimate | 769, 318, 000 798, 405, 000 817, 021, 000 +18, 616, 000 
Outpatient care, appropriation or estimate sol 82, 333,000 | 83, 866, 000 | 86, 481, 000 +-2. 615, 000 
Maintenance and operation of supply depots, | 

appropriation or estimate -_ __- 5 oe 2, 201, 700 2, 252, 000 | 2, 520, 000 | +268, 000 
Department of Medicine and Surgery, appro- | | 

priations or estimates. __. a----------------| 880,579,000 | 913, 872,000 | 


934, 491, 000 +20, 619, 000 


APPROPRIATION ESTIMATE, FISCAL YEAR 1961 


The Veterans’ Administration is responsible for providing medical care and 
treatment to eligible veterans as authorized by law. The financial requirements 
are budgeted under four operating appropriations as follows: 

1. Medical administration and miscellaneous operating expenses.—Provides 
for the administration by central office and area medical offices of the medical 
care programs of the VA; a program of medical research, education, and train- 
ing to support the medical care programs; and technical staff and services re- 
quired for the agency construction program. 
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2. Inpatient care.—Provides for maintenance and operation of Veterans’ Ad- 
ministration hospitals and domiciliaries ; care of beneficiaries im contract hospitay 
facilities not under jurisdiction of the VA; and aid to State or territorial homes 
for support of veterans eligible for care in Veterans’ Administration facilities, 

3. Outpatient care.—Provides for operation of clinics rendering medical ang 
dental services to service-connected beneficiaries on an outpatient basis. 

4. Maintenance and operation of supply depots.—Provides for maintenance 
and operation of supply depots which serve all Veterans’ Administration fagjj. 
ities. 

Program objectives 


In accordance with the intent of the Congress as expressed by the enactment 
of medical benefit legislation for veterans, the following are the operating ob- 
jectives upon which this budget is predicated: 

1. Medical care shall be rendered to all eligible veterans who request ang 
require such care, either in Veterans’ Administration facilities or by contractua} 
arrangements, when necessary. 

2. The quality of medical care provided by the Veterans’ Administration shal] 
be maintained at a level comparable with the best civilian institutions treating 
similar types of illnesses. 

3. Current and proposed operating standards shall be studied and reduction 
made of the unit cost of medical care by amending or eliminating standards and 
practices which do not meet the criterion of essentiality. 


TOTAL REQUIREMENTS—DEPARTMENT OF MEDICINE AND SURGERY 


Mr. Tuomas. The statement on page 19-1 is the coverall. It shows 
your appropriation in the Department of Medicine and Surgery for 
the fiscal years 1959, 1960, and 1961. 

In 1959 it was $880,579,000. It went up $33 million in 1960, in 
round figures, to $913,872,000. This year it goes up to $934,491,000 
which, according to this table, is an increase for the Department ot 
Medicine and Surgery of $20,619,000. Of course you break it down 
into your big component parts, the first being “Medica] administra- 
tion” and “Miscellaneous operating expenses.” 

Dr. Mippieron. That is a reduction, minus $880,000. 

Mr. Tuomas. In 1960 it was $29,349,000. It shows this year 
$28,469,000—minus $880,000. 

Inpatient care for 1960 was $798,405,000. That goes up to $817, 
021,000, an increase of $18,616,000. 

Outpatient care shows an increase of $2,615,000. 

“Maintenance and operation of supply depots” shows an increase 
of $268,000. 

I note this figure for the increase in inpatient care of $18,616,000 
disagrees with your table on inpatient care on page 21-1, which shows 
an increase of $24,942,000 against your figure of $18,616,000, an in- 
crease of about $6 million more. 

Mr. Baxer. Mr. Chairman, in that chart the difference is 
$18,616,000, on the third line from the bottom. The final figure on 
the chart excludes the reimbursements and the supplemental for the 
current year. The $6,326,000 supplemental has since been changed 
to $9 million. 

Mr. Tuomas. Then the difference between the two figures, between 
24.9 and 18.6, is the difference in your supplemental ? 

Mr. Baker. That is right. 

Mr. Tuomas. What was the supplemental ? 

Mr. Baxer. The revised figure is $9 million for the current year, 
whereas this table shows $6,326,000. 
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ECONOMY MEASURES AND MANAGEMENT IMPROVEMENTS 


Mr. Tuomas. This is interesting reading. I am sure we are all 
familiar with the program. It might be well to put pages 19-3, 19-4, 
and 19-5 in the record, also. 


(The pages referred to follow :) 


ECONOMY MEASURES AND MANAGEMENT IMPROVEMENTS 


Optimum economy and effectiveness are continuing objectives in the agency’s 
medical programs. A number of management improvement actions either ac- 
complished or in process are outlined below as examples of efforts at all levels 
of operation. 


(a) Organizational and functional changes 


(1) Consolidation of management and administrative services at adjacent 
VA hospitals—The consolidation of management and administrative services at 
the Little Rock and North Little Rock, Ark., VA hospitals was effected May 1, 
1959. In addition, consolidations were effected at Boston and West Roxbury, 
Mass., hospitals, and at the Wadsworth, Kans., and Excelsior Springs, Mo., 
hospitals. Consolidation of administrative services also will be effected during 
fiscal year 1960 at the Baltimore and Fort Howard, Md., hospitals. These 
consolidations result in annual average savings of approximately $100,000 for 
each consolidation, which permits application of the savings to increased hos- 
pital average annual salary costs. 

(2) Consolidation of outpatient clinic activities with nearby hospitals.— 
Progress continues to be made in the program to consolidate outpatient clinic 
activities with nearby hospitals. Such consolidations permit greater economy 
of operation and at the same time improve quality of treatment and broaden 
the range of medical services available to service-connected patients. Trans- 
fers of clinics located at the regional offices in Detroit, Mich.; Hartford, Conn. ; 
and Kansas City, Mo., to VA hospitals in those localities will be accomplished 
prior to the close of fiscal year 1961. Additional transfers of clinics are being 
planned for subsequent years. 

(3) Consolidation of central dental laboratories——The Central Dental Lab- 
oratory at New York City was deactivated during fiscal year 1959 and con- 
solidated with the Washington, D.C., laboratory. This action is part of a 
program for consolidating central dental laboratories in four cities: Washing- 
ton, Chicago, Dallas, and Los Angeles. To date, these consolidations have re- 
duced operating costs about $300,000, without impairment of service to veteran 
beneficiaries. It is planned to transfer the workload now performed by the 
Boston Central Dental Laboratory to the Washington, D.C., laboratory in fiscal 
year 1960 to complete the consolidation program. Since fiscal year 1955 the 
number of Central Dental Laboratories will have been reduced from 13 to:4, 
with the completion of the consolidation program. 

(4) Shift in hospital patient loads.—As a result of the continuing decline in 
the tuberculosis patient load, the Veterans’ Administration during fiscal year 
1959 closed the Waukesha Division (TB) of the VA Center, Wood, Wis., and 
discontinued the unit for tuberculosis-psychotic patients at the VA Hospital, 
Marion, Ind. Unused beds in many tuberculosis hospitals have been converted 
for needed care of patients with other diseases. This has changed the major 
mission of several hospitals, and accordingly the VA hospitals at Batavia, N.Y.; 
Fort Bayard, N. Mex.; Tucson, Ariz.; Whipple, Ariz.; and Walla Walla, Wash., 
have been redesignated as general medical and surgical hospitals. 

(b) Application of labor-saving devices 

(1) Electronic data processing —The electronic data processing staff completed 
a feasibility study in January 1959, for the application of electronic data equip- 
ment in the areas of payroll, supply, related fiscal accounting, biometrics, and 
medical administrative statistics. "The department’s proposal is being considered 
by the special task force for electronic data processing systems as part of a com- 
prehensive review of the agency’s electronic data processing program. 

(2) Consolidation of property accounting functions.—Progress has been made 
in the plan for consolidation of property accounting functions of 10 electric ac- 
counting machine control stations in the three supply depots. In fiscal year 
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1959, three of the electric accounting machine sections formerly at other loca. 
tions were consolidated. Three additional consolidations are planned for fiscag] 
year 1960 and four in fiscal year 1961. It is expected that consolidation will im- 
prove manpower and machine utilization without reduction in the quality of 
service. 

(c) Other economy measures 

(1) Improved fiscal audit program.—To improve the effectiveness of fiscal av- 
dits, the function was centralized under the Department of Medicine and Surgery 
Controller. Work papers are submitted with the reports, and the quality of the 
audit surveys have improved. The agency audit is now more useful to the 
General Accounting Office. 

(2) Systematic review of programs and operations —VA policy prescribes that 
all staff officials with program responsibility and all field station managers are 
responsible for establishing and conducting a continuing review and appraisal of 
programs and operations. The objective is to assure that sound management 
principles and practices are being applied to the administration of medical care 
programs and to achieve effective utilization of manpower, funds, equipment, 
supplies, and other resources. In addition to provision for continuous awareness 
and effort for improvement of effectiveness by program officials, the Department 
of Medicine and Surgery has established a functional review schedule, which 
requires detailed evaluation of specified major functions during designated 
quarterly periods of the year. Staff external to the activity represent station 
management, and bring a detached viewpoint to bear by participating in the 
appraisal with program officials concerned. Reports submitted following these 
reviews identify accomplishments and methods used to improve use of available 
resources. By providing for a management improvement program of self-ap- 
praisal which is controlled effectively both internally and externally, significant 
gains have been made in management and operating effectivenes. 

(3) Cost standards development program.—The Department of Medicine and 
Surgery continues a program for evaluation of per diem costs, consistent with 
“management by exception” principles. Through this program, apparently out- 
of-line per diem costs are identified and studies are undertaken to determine 
whether adequate reasons exist to justify the cost levels or the corrective action 
required. This program furnishes the Department with effective means for 
evaluation of station operations and performance and assists the Department 
in budgetary planning and control. 


CONSOLIDATIONS 


Mr. Tuomas. You deal with some eight or nine items here. Con- 
solidation of management and administrative services at adjacent VA 
hospitals. You set that out. 

Consolidation of outpatient clinic activities with nearby hospitals. 
That is a good program. Our distinguished doctor said they did not 
measure it in terms of dollars and cents, but in programs. 

You are consolidating into 4 your 13 dental laboratories. How 
much will that save you, Doctor? 

Dr. Mipptrron. $300,000, sir. 

Mr. Tuomas. To date, these consolidations have reduced operating 
costs $300,000. Will that be a firm figure, or will it show a continuing 
reduction ? 

Dr. Mippteton. I imagine that can be increased somewhat, but we 
do not have a figure for that, sir. 

Mr. Tuomas. You talk about your shift in hospital loads. 


APPLICATION OF LABOR-SAVING DEVICES 


Then the application of labor-saving devices. How much will that 
amount to, dollarwise? You do not state that in your justifications. 
Dr. Mippteron. We have not yet had a figure on that, sir. 
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Mr. Tuomas. It will be a saving, though ? 

Dr, Mippieton. Not this year. 

Mr. Tuomas, Can anybody guess at it? 

Dr. Mwwoteron. Not in this fiscal year. 

Mr. Tuomas (reading) : 

The Electronic Data Processing Staff completed a feasibility study in January 
1959, 

14 months ago, 

for the application of electronic data equipment in the areas of payroll, supply, 
related fiscal accounting, biometrics, 

whatever that may mean, 

and medical administrative statistics 

and so forth. 

You have everything in there except a dollar mark. Does anybody 
know how much that w “ill save ? 

Mr. Wurirrter. It is a little more difficult here. In the Department 
of Insurance, where you have one major operation, you could convert 
more easily. Here you have a number of different operations, and I 
think probably we are not down the road far enough to make a firm 
estimate. 

Mr. Tuomas. Consolidation of property accounting functions, with 
no dollar mark. Does anybody ie what that will cost or save? 
The answer is no? 

Mr. Baker. I think we can get one for the record on that, Mr. 
Chairman. It is estimated that this will save 42 jobs and $234,000 
annually, after completion. 

Mr. Tuomas. Other economy measures, improved fiscal audit pro- 
gram. There is no dollar mark there. How much will that save? 

Mr. Baxer. That is principally an improvement in the efficiency 
of operation, not necessarily a saving in dollars, other than the in- 
direct savings that come from more efficient operations. 

Mr. Tuomas. You are right sure it will not increase the cost? 

Mr. Baker. I do not think it will, sir. 

Mr. Tiromas. Systematic review of Government programs. What 
will that show? An increase or decrease in dollars ? 

Mr. Wurrrrrr. I think, sir, that will show a decrease in dollars and 
avery substantial one. 

Mr. Tomas. Can you put a reasonable price tag now on what it 
will save? 

Mr. Wurrrrer. No. I think it would be difficult to do that. I feel 
that this review will be most important. 


COST STANDARDS DEVELOPMENT PROGRAM 


Mr. Tromas. Cost standards development program. What will 
that do? There is no dollar mark there. 


The Department of Medicine and Surgery continues a program for evalua- 
tion of per diem costs, consistent with “management by exception” principles. 


Ido not know what that means. 
Through this program, apparently out-of-line per diem costs are identified— 
and studied. 
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How much will that cost? 

Then I have a summary here: Items 7, 8, and 9 require how many 
jobs? What are the savings? Finally, my note says that in these 
three programs it looks like the central office is tightening its control 
over the individual operations of the hospitals. 

Mr. Wuirtier. Sir, if I may speak to that, first 

Mr. Tuomas. All right, address yourself to cost standards develop. 
ment, systematic review of programs, and your improved, fiscal 
audits. If those three items do not mean a ‘tightening of central 
office control, I do not know what the language means. 

Mr. Wuirrter. I think in one sense, sir, they mean freedom, As I 
pointed out yesterday, at some point 








AREA MEDICAL OFFICES 


Mr. Tuomas. Establishing those three or four more area offices 
means more freedom, too, does it? 

Mr. Wuirrter. We are not establishing any more, although the 
American Management Association in its outline on span of control 
would indicate that there probably should be more. Booz, Allen & 
Hamilton recommended that there should be more. 

Mr. Tuomas. I think your justification indicates they are going 
up to 13 in time, do they not? 

Mr. Wuirrier. I think ultimately it probably should, but at the 
moment we are providing, I think, the exact number that are now 
in existence. 

Dr. Mippteron. Seven. 

Mr. Wurrtrter. We are making absolutely clear what their function 
is. Weare putting them into the line and giving them authority. We 
did a similar thing in the Department of Veterans Benefits. The great- 
est benefit that seemed to accrue was not necessarily for the central of- 
fice, although there was a great gain there. One of the great benefits 
came to the people who were in the district offices. 

For example, in some of the hospitals the manager now may have 
problems. When you have 170 hospitals reporting ‘directly to central 
office, the span of control is obviously far too broad. The comparison 
I made yesterday was the total Members of the House re porting di- 
rectly to the Speaker without an intermediate layer of committees. 

Mr. Tuomas. In the first place, there is no such animal like that in 
the Congress, so your comparison i is very far afield, but go ahead. 

Mr. Wurrtrer. But now the manager of the hospital can report 
directly to the area office, which will give him an immediate answer. 
It will be familiar with and know and understand his problem. In 
the creation of budgets, for example, under the old system in broad 
terms—although it “required a great many reports and I think we 
have reduced the number of reports and will reduce them in the 
future—a sample budget for the entire system according to some 
formula was visited upon the hosiptals by central office. Now, each 
hospital manager will be able to present his budget exactly as he thinks 
it should be. The budgets will be built up on the basis of actual need. 

Mr. Tuomas. That is what he does now. Hesends it up here. You 
invite his figures and he sendsthem up. Then you either reduce them 
or increase them. ‘There is nothing new in that, is there? 
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Mr. Wuirrier. Except now it is being done as a matter of con- 
ference, and he is presenting his budget and having free discussion with 
a man who will have a more thorough know ledge of his individual 
hospital. 


Meprcan ADMINISTRATION AND MisceLLANEOUS OPERATING EXPENSES 


Program and financing 


| 1959 actual 


| 
or 1960 estimate | 1961 estimate 
| 





Program by activities: | | 
Operating costs 


1. Medical, hospital, and domiciliary administration_ $7, 735,284 | $8, 146, 500 | $8, 885, 300 








2. Administr: a of the construction program ...._--| 1, 262, 535 | 1, 463, 700 1, 604, 600 
3. Medical research -___- “2S > a 11, 902, 664 | 14, 279, 700 14, 353, 300 
4. Prosthetic testing and development Sapaeeoon 970, 777 | 1, 053. 937 985, 000 
5. Medical education and training. _..........-- cal 1, 194, 443 1, 259, 000 1, 404, 000 
pe EN ee ee Te ee 23, 06. 5, 703 26, 202, 837 27, 232, 200 

=| == = 

Capital outlay: | 

1. Medical, hospital, and domiciliary administration _- 56,010 | 58, 300 61, 700 
2. Administration of the construction program -------| 5, 121 | 5, 500 17, 400 
 DEORIGE CURGOUOR. on lt inencsdabcsiiebbewdiene és | 3, 092, 140 | 3, 064, 300 1, 046, 700 
4. Prosthetic testing and deve elopr eid 4,286 | 12, 500 15, 000 
5. Medical education and training - -- eal 99, 993 | 72, 000 96, 000 
Total capital outlay___- Sen ees SOS Nee eee 3, 257, 550 | 3, 212, 600 1, 236, 800 


Total program costs -_- 26, 323,253 | 20, 415, 437 
6. Relation of costs to obligs ations: Costs finance ed from 
obligations of other years, net (—)-...- 


28, 469, 000 


Financing: 


Total program 


(obligations) 


1959 appropriation available in 1958 


Unobligated balance brought forward__. 


Unobligated balance carried forward 


Unobligated balance no longer available 


= —149, 212 


26, 174, 041 


350, 000 
— 23, 424 
66, 437 
159, 246 


29, 415, 437 





Appropriation (new obligational authority) - -- 26, 726, 300 


Object classification 

1959 actual 
Total number of permanent positions . otal 2, 606 
Full-time equivalent of all other positions___- : at 76 
Average number of all employees $ : 2. 506 
Number of employees at end of year_- 3, 403 
Average GS grade and salary . 7.5 $6,213 
Average salary of ungraded positions__..._-- $8, 325 


01 Personal services: 
Permanent positions. - 
Positions other than perms anent_. i ; ddeat 569, 109 
Other personal services. 


Total personal services_._........- bad- di deaed 16, 534, 572 
@ Travel 
Employee had nate f j ac5.0 1, 071, 680 


en 


125, 963 | 


Beneficiary a a ; aa 508 
#8 Transportation of th ‘ings. - : ; 67, 300 
#4 Communication services Mik Soko dtere obndddatl 102, 877 | 
05 Rents and utility services | 68, 835 | 
06 Printing and reproduction _- 191, 602 


07 Other contractual services 
8 Supplies and materials 


2, 097, 481 
] 
089 Equipment 


, 916, 051 


3, 257, 550 
ll_ Grants, subsidies, and contributions _- Sabpea 979, 685 | 
13 Refunds, awards, and indemnities : 16, 811 
15 Taxes and assessments 18, 301 
/ Total costs : 26, 323, 25 
Costs financed from obligations of other years, net (—) 149, 2 


Total obligations 26, 174, 041 


—_——____— 


3 
12 | 


29, 349, 000 


| 28, 469, 000 





1960 estimate | 1961 estimate 


3, 002 


99 | 
2, 894 | 


3, 793 
7.5 $6,156 
$8, 293 


$18, 149, 457 
689, 200 


208, 543 
19, 047, 200 


1, 137, 700 | 
500 | 


69, 000 
107, 600 
74, 200 
241, 800 
076, 337 
, 302, 700 


™ Cobo tO 


20, 300 


~~ 


, 415, 437 


29, 415, 437 


, 212, 600 | 
, 125, 500 


3, 139 

105 
3, 020 
3, 931 


| 


7.5 $6, 187 
$8, 410 


$19, 059, 228 
= 400 
151, 2 273 


19, 933, ‘900 


1, 321, 600 
600 

85, 500 
117, 500 
76, 300 
241, 800 
2, 273, 100 
1, 985, 000 
1, 236, 800 
1, 172, 800 


24, 100 


| 





28, 469, 000 


-| 


28, 469, 000 
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Cost SuMMARY BY OBJECT 


Mr. Tuomas. Mr. Reporter, put page 20-1 in the record. 
(The page referred to follows :) 


Mepicat ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSEs 


Cost summary by object 


Actual, Estimated, Estimated, | Increase 
fiscal year fiscal year fiscal vea or decrease 
1959 1960 1961 -), 196] 


over 1960 


Average employment: 


VA employees aa och ee 2, 458 2, 830 2, 954 +194 
Average salary - ae $6, 578 $6, 575 $6, 602 +$27 
Consultants 6 ; 31 14 45 1] 
Costs by objects: 
01 Personal services ste $16, 534, 572 $19, 047, 200 $19, 933, 900 + $886, 704 
Consultants____-_- J (365, 629 (440, 500 452, 100 11, 600 
02 Travel 
Employee. ._- stl ‘ 1, 071, 680 1, 137, 700 1, 321, 600 +183, 900 
Beneficiary - 5OS 500 6K +10) 
03 Transport ation of things---.-.-_- 67, 300 69, 000 85, 500 +16, 500 
04 Communications............- 102, 877 107, 600 117, 500 +9, 900 
05 Rents and utilities___ - ss 68, 835 74, 200 76, SOU +2, 100 
06 Printing and re production — : 191, 602 241, 809 241, 800 
07 Other contractual services______ 2, 097, 481 2, 076, 337 2, 273, 100 +196, 763 
Employee life (Public Law 598) and 
health (Public Law 86-382) in- 
surance a | a ss (48, 982 56, 800 (222, 600 +165, 800 
08 Supplies i t eco 1, 916, 051 2, 302, 70K 1, 985, 000 317, 700 
09 Equipment ; 3, 257, 55 3, 212, 690 1, 236, 800 1, 975, 800 
11 Grants, subsidies, and contracts (CSR 979, 685 1, 125, 500 1, 172, 8600 +-47, 300 
13 Refunds, awards, and indemnities 13 ee 
15 Taxes and assessments -.__- 18, 301 20, 300 24, 100 +-3, SOK 
Total gross costs - . ‘ 26, 323, 253 29, 415, 437 28, 469, 000 —946, 437 
Cost adjustment for other years, net __ 7 —149, 212 
Total obligations. __ if een 26, 174, 041 29, 415, 437 28, 469, 0Of —46, 437 
Unobligated balance brought forward_._____- 23, 424 66, 437 +66, 437 
Unobligated balance carried forward. ._..__...- +-66, 437 
Unobligated balance no longer available____ +159, 246 
Fiscal year 1959 appropriation available in fiscal 
Os +350, 000 
Total appropriation or estimate.......__. 26, 726, 300 29, 349, 000 28, 469, 000 880, 000 





Mr. Tuomas. These are excellent tables. Of course, this goes into 
one of the big subheads. We shall take up your four big subheads. 
This is the first one now, Medical Administration and Miscellaneous 
Operating Expenses. You have a good many categories in this. 

I have a note here, see page 20-5 for your employee break. Seven 
area offices. We go to the next pa. age for your bureaus. For the cen- 
tral office it shows you had an overall om for 1959 of $26,726,500, 
$29.349.000 in 1960, and $28,469,000 for 1961, a reduction % $880,000. 
However, your employment, even with your reduction, goes up 124 
jobs for this year over last year, which will give you 39) 54 for 1961 
against 2,830 for 1960, and fiaaiadt 2.458 for 1959. 


NEW BEDS 


All during this managerial period, how many new beds have you 
added? Not a one. 

Dr. MipptetTon. We made a note yesterday for the record, 134 last 
year and 833 for next year. 
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Mr. Tuomas. By “new beds,” I mean beds which have not been in 
existence heretofore. The answer is, no, you have not added one in 
1958, 1959, or 1960. You contemplate adding one hospital this year 
for about 4 months of the fiscal year. Correct? For a total of 
what—833 beds ? 

Dr. Mippteton. Yes, 833, the figure we gave you yesterday. 

Mr. OsTerT aa. Those are operational beds ? 

Dr. Mippteron. Yes. 

Mr. Tuomas. The 833 beds will not be in operation as long as 4 

months during the fiscal year 1961, will they ? 

Dr. Mipperon. They will start the Ist of July, and we will not 
have all of them in until after the first of the yea 

Mr. Tuomas. Your guess would be 4 or 5 or 6 bite ? 

Dr. Mippteron. That is right, sir. 

Mr. Jonas. Will the chairman yield? 

Mr. Tuomas. Yes. 

Mr. Jonas. If you did not have this reduction of $1.9 million in 
the nonrecurring item of equipment, instead of having a reduction 
of $880,000, you would have a subst antial increase, would you not? 

Dr. Mippteton. That is correct, sir. 

Mr. Ruopes. Will you yield at this point, Mr. Chairman? 

Mr. Tuomas. Surely. 

Mr. Ruopes. Are these 833 beds ones which formerly were phantom 
beds ? 

Mr. THomas. No. This is a brandnew hospital. 

Mr. Ruopes. Are there any phantom beds in this particular budget 
estimate ? 

Mr. Wuirtier. Your statistics now I think are accurate. You now 
have valid, accurate figures. I do want to point out in this discus- 
sion that the actual number of operating beds has increased every 
year, and the number of patients has incre: ased ev ery year since World 


War IT. 


COMPARISON OF COSTS BY PROGRAM 


Mr. Tuomas. We shall go into that in a minute. 
Mr. Reporter, put page 20-2 in the record. 
(The page referred to follows :) 


Comparison of costs by program 


Actual, Estimated, Estimated, | Increase (+) 
Program fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 


over 1960 











Medical Administration ; ite eine 7 $7, 791, 294 $8. 204, 800 $8, 947, 000 +-$742, 200 
Central office : : J 5. 534, 43 5, 731,000 6, 191, 700 +370, 700 
Area medical offices._..._._- 2. 256. R58 2, 473, 800 2.845. 200 +371, 500 

Assistant Administrator for Construction " 1, 247, 654 1, 469, 200 1, 622, 000 +152, 800 

Medical eth. we ; 14,9 4, 804 17, 344, 000 15. 408, 000 —1, 944, 000 

Prosthetic testing and development. ____- 975, 063 1, 066, 437 | 1, 000. aND —i6, 437 

Education and training She aie eee } 1, 204, 436 1, 331, 000 1, 500, 000 | +169. 000 


| 
Tot oss costs 26, 223, 253 29, 415, 437 28, 449, 000 —946, 437 
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Mr. Tuomas. Let me invite the committee’s attention to page 20-9, 
This presents a table of comparison of costs for 3 years by your four 
big, major programs under the Office of the Administrator, n; inely, 
medical administration, assistant administrator for construction, 
medical research, prosthetic testing, and education and training. 

Education and training is about $114 million each year, and $} 
million of that is spent for travel and tuition. 

( Off the record.) 

Dr, Mippieron. For the record, may I get that figure accurately, 
Mr. Chairman ? 

Mr. Tuomas. I am guessing. I may have missed it $50. It is 
$650,000 for travel; is it not ? 

Dr. Mippieron. $650,000, yes, sir. That is a difference of a million, 

Mr. Tuomas. No; I said both of them together, travel and your fees 
for training, and so ‘forth. I did not miss it far when I said a million 
dollars. Straighten it out if I am wrong. 

Dr. Mippteron. We would have to break it out. 

Mr. Tuomas. I will put it in the record. It is over here. It is 
$1,050,000, to be accurate. 


COMPARATIVE AVERAGE EMPLOYMENT 


Let us put page 20-4 in the record. 
(The page referred to follows :) 





Comparative average employment summary by program (excludes consultants) 
~*~ . . cliieitpctentiineeniiaiai es = 
Actual, | Estimated Estimate Increase (+ 
Program | fiscal year | fiscal year | fiscal ir Ss |s(Or decrease 
1959 1960 1961 | 1961 
| | over 1960 
| 
Medical administration | 773 7Y1 S61 +7 
Central office 58Y SSS { +s 
Area medical office 184 3 O4e +49 
Assistant Administrator for Constructior 14; 166 3 
Medical research 1, 518 1, 845 1, SOS +50 


Prosthetic testing and development. ..---- 24 28 2u +1 
Education and training. aia 


| ee si 2, 458 2, 830 2, 954 +124 





Mr. Tuomas. This is a comparison by average employme nt. This 
is your employment table for your functions for administration. Itis 
a good table. It shows an increase of 124 employees. 

I got all mixed up on this table. I say refer back to the table on 
20-1. This is distribution of employment between the Washington 
office and the field, and that is a pretty good table. 

Now I have a note that 20-7 adds nothing new, but 20-8, 20-9, and 
20-10 are good, and I suggest that you read them acai It adds 
up that you have 171 hospitals, 17 domiciliaries, 81 clinics, and 16 
subclinics. You have 120,489 beds in your comes The President, 
through a whole lot of legislation in my humble judgment, set a 
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figure of 125,000 beds. So you have almost 4,500 beds to go, but in 
the domiciliaries you have 17,454 beds. 
Mr. Wuitrier. ‘Those beds are not included in the policy, of course. 
Mr. Tuomas. I understand. Your domiciliaries are not. 
Mr. Wuirrter. That is correct. 


HOSPITAL BEDS IN OPERATION 


Mr. Monx, I think we should point out, Mr. Chairman, that within 
that 125,000 we can never operate 125 000 beds. Some of those beds 
will always be out of service because ‘of repair programs and other 
reasons. 

Mr. Tuomas. That is obvious. 

Mr. Monx. They may not be needed at the moment for patient de- 
mand. The 120,489 you refer to here are the operating beds. 

Mr. Tuomas. I am not sure they are all operational. 

Mr. Monx. That is the average number that was in operation dur- 
ing the fiscal year 1959. 

Mr. Tuomas. You anticipate me. Are there not about 1,000 or 1,500 
phantom beds in that figure of 120,000, or have they all been squeezed 
out now ? 

Mr. Monk. There are no phantom beds in that figure. That figure 
js an accurate figure as to sa average number of beds that were in 
operation during that fiscal yea 

Mr. Tomas. Of course, you Pa take anywhere from 7 to 10 per- 
eent of this on any given day to get the accurate figure of the beds 
which actually have patients in them. 

Mr. Wutrrier. That is correct, sir; a most important point. 


NUMBER OF BEDS COMPARED WITH AVERAGE PATIENT LOAD 


Mr. Ostrrrac. At this point, I think it might be well to make clear 
the point in your statement on page 20-8. You point out that the 
VA hospitals and the 17 domiciliaries will have an operating-bed 
capacity of 120,489 and 17,454. But the average patient load will be 
only 111,050 and 16,387, respectively. In other words, your patient 
loads never can actually be the same as your operating beds because 
it is impossible to keep that one and the same figure. 

Mr. Wurrrier. Mr. Ostertag, as the chairman pointed out and as 
you have just pointed out, there will always be a difference. I think 
good medical private practice recommends a percentage of 85. 

Dr. Mippteron. 86 percent. 

Mr. Wuirrier. VA will be over that. 

Dr. Mippteron. Yes. Tuberculosis, 89 percent; G.M. & S., 90 per- 
cent; and neuropsyc hiatry, 94 to 95 percent occupied. 

Mr. Yarrs. Who establishes these standards of 86 percent? 

Dr. Mippteton. That is common practice. That is what the Amer- 
ican Hospital Association says. 

Mr. Yates. These are established by the American Hospital As- 
sociation ¢ 

Dr. Mippteron. Yes, sir. 
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COMPARISON OF COSTS FOR MEDICAL ADMINISTRATION BY ACTIytry 


Mr. Tuomas. Mr. Reporter, put page 20-12 in the record. 
(The page referred to follows :) 


Comparison of costs by activity 


—_——_ 

Actual, Estimated, Estimated, | Increase (+) 

Activity fiscal year fiscal year fiscal year or decrease 

1959 1960 1961 (—), 1961 

over 1960 
= = - ‘a 
Chief Medical Director ; | $490, — $745, 706 $813, 800 +$68, 100 
ACMD, professional services all 1, 478, 674 | 1. 611, 20 1, 706, 700 1.95) 50) 
ACMD, dentis ny = 143, 2 poh 136, 000 140. 900 44° G09 
ACMD, research and education in medicine 124, 064 118, 100 135, 900 +17, 800 
Controller se 902, 776 705, 700 660, 600 —45, 100 
ACMD, operations : ; ‘ 2, 395, 461 | 2, 414, 300 2, 643, 800 | +229, 500 
Departmental, total__. 2 5, 534, 436 | 731, 000 6, 101, 700 +370, 700 
Area medical offices : 2, 256, 858 2, 473, 800 2, 845, 30 +371, 500 
Total gross costs Pei a 7. 791. 204 8, 204, 800 8, 947, OOK +742, 200 


a 


Mr. Tuomas. This is a good table, but it has one deficiency. It 
shows the activity under medical administration. We are still deal- 
ing with medical administration, by dollars. Chief Medical Director, 
Professional Services. What does “ACMD” mean ? 

Dr. Mippteron. Assistant Chief Medical Director. 

Mr. Tuomas. Dentistry, education, Controller, operations, and your 
area medical offices. I must have spent an hour trying to find out 
some place in this budget how many jobs you have now in your area 
medical offices, and you want to set up three more. I was not able to 
find it anywhere. Does anybody have that figure available? 


CENTRAL AND AREA OFFICE EMPLOYMENT 


Mr. Warrrrer. Let me explain that. There are on the average 
about 25 or 27 people in each of 7 present area offices. 

Dr. ecat ene Six; and the seventh one has 48. 

Mr. Wuirtier. We are doing a pilot study at St. Louis. 

Mr. Tuomas. Is that anywhere in your table? 

Mr. Monk. 20-4. 

Dr. Mipptreton. That page gives you the distribution of personnel 
according to functions. 

Mr. Monk. It is the third figure down there, the third line, area 
medical offices. 

Mr. Tuomas. It is 184 for 1959, 203 for 1960, and you step it up 42 
to 245 for this year. 

What about your employment figures on the dollar figure here! 
Can you supply that quickly? You spent $902,000 in 1959 for your 
controller, $705, 700 in 1960, and reduce it by $45,100 to $660, 600 for 
this year. What is that figure you gave us yesterday on this? 

Mr. Baxer. On the controller, sir? 

Mr. Tuomas. Here it is, 80 for 1960 and 72 for 1961, 114 for 1959 
Chief Medical Director, 56 against 67 this year. That is the doctor's 
office. What is this, 144 to 149, profession: ul services? Why the in- 
crease there? You do not increase dentistry. Research and educa- 
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tion in medicine goes up from 12 to 14; operations, 285. That goes 
yp to 303, an increase of 18. 

Mr. Jonas. Mr. Chairman, you did not get an answer to your ques- 
tion about professional services. What are they, consultants? 

Dr. Mippteton. No, sir. 

Mr. Tuomas. This is his brain trust. 

Dr. Mippteron. All the increase is for the engineering requirements 
group. 

Mr. Yates. What is that ? 

Dr. Mippteron. The requirements group for the hospitals. 

Mr. Tuomas. What do these 145 people do? 

Dr. Mippteron. You are inquiring about professional services, 
sir! 

Mr. Tuomas. Yes. I think you set that forth two or three pages 
over in the program notes. Do you set it out here under your program 
notes where you define the ac tivities of this group? T hat is not your 
construction program ? 

Dr. Mippteron. No, sir. The additional ones who are located in 
profession: al services have to do with setting up the requirements for 
new hospitals and for plant construction. 

Mr. Trromas. In the table on page 20-20 you show the construc- 
tion program. Can you give us a quick answer, and possibly you can 
straighten out the record later, for these gentlemen we just mentioned ? 

Dr. Mipptetron. Mr. Chairman, we have a listing of all of the per- 
sonnel here for the several departments of the centr ral office. I believe 
that is responsive to your question. 

Mr. Troomas. Which page is that on, Doctor? 

Dr. Mippteton. A separate sheet which I can supply you, sir. 

Mr. Tomas. Let me see that, if you do not mind. Will you read 
it out loud and explain it to us, Doctor? You can do it better than 
wecan. 

Dr. Mippteton. I would hesitate to explain what the Chief Medical 
Director did. 

Mr. Tuomas. Go ahead. We will not ask you any questions about 
that. 

Dr. Mipptetron. If you will turn to chart 2-13—— 

Mr. Tuomas. Skip the Director’s Office. 

Dr. Mrppteton. Page 2-13 will give you a listing of all the personnel 
inthe large chart in the front. 

Mr. THomas. What do these 144 people do here? 

Dr. Mipprrton. In the main, they are responsible for the setting 
up and supervision of programs. They will be highly specialized 
areas. If vou took the professional services, for ex: imple, you have 
spinal cord injury, vocational counseling, medical service, nursing 
service, physical medicine and rehabilitation, psychiatry and neurol- 
ogy, pulmonary disease, social work, surgical service, the medical 
record library, the medical facilities requirements staff of which I 
was just speaking, chaplain service, dietetic service, pathology and 
allied sciences service. 
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AREA OFFICE OPERATIONS 


Mr. Tuomas. What is this crowd going to do when you get your 
area offices set up ? 
Dr. Mippieton. It will be cut down appreciably, sir. 


) 


Mr. Tuomas. There is no cutdown in it this year. You increase your | 


employment in your area offices and in this section, too. That is what 
I am getting at. 

Dr. Mipptetron. This is a transition period, sir, in which I belieye 
you agree it is necessary to do some extra staffing to cover both areas, 

Mr. Tuomas. Certainly there ought to be a reduction in this section 
in the central office if you are to increase your area offices. 

Dr. Mipptetron. After the consolidation of the area office under the 
operational pattern, but you could not possibly pull out the staff and 
start up the area office without at least giving support from the central 
office for the period of the next fiscal year. 

Mr. Wuirrter. The point of the problem, Mr. Chairman, is that 
we are not absolutely sure at this point exactly how well the area 
offices are going to work or which will be best. We tried a pilot study 
at St. Louis. When you suggested there would be 13 area offices, there 
was a recommendation made for 13, I think with only 5 people in each, 

Dr. Mippteton. The proposal was for 12 employees in each of 14 
area offices. 

Mr. Wuirtier. Various proposals have been made. We are not 
absolutely sure at this point which one will work best, and we want 
no diminution until we are certain. 

Mr. Tuomas. In other words, you do not care anything about that 
dollar mark, as the doctor said awhile ago. 

Mr. Wuirrier. We do care very much about the dollar mark, sir. 
We want to maintain high quality of care, but we want to do it at 
reasonable cost. 

Mr. THomas. We want you to do that, too. 

Mr. Wuirtier. We think in the long run this will result in a redue- 
tion of cost by the application of sound administrative principles to 
the medical program. 

Mr. Tuomas. But every year it goes up and up and up, without the 
addition of any new beds. 

Mr. Wuirtier. Actually, sir, it goes up with a considerable increase 
in the number of patients, and also the cost of hospitalization in 
America, not VA hospitals—— 


AVERAGE DAILY PATIENT LOAD 


Mr. Tuomas. Let us skip around and go by memory here about your 
ADPL, average daily patient load. It is 140,000, and yet in your 
own hospitals you have only 111,000. You go out here and charge 
against that 17,000 VA domiciliaries and places in which you hire the 
service. 

Mr. Wuirrier. We maintain the figure of 140,000, as you point out. 

Mr. Tuomas. Yet you charge that extra 17,000 or 18,000 beds you 
have in VA domiciliaries against your 120,000 beds. You have only 
111,000 average daily patient load in your own hospitals. 

Mr. Wuirrier. But the average daily patient load in our own 
hospitals has gone up annually. That has been an ascending line, 
too. That is the basic line in this figure. 
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Mr. Tuomas. How could it with 5,000 phantom beds? 

Mr. Wuirter. The phantom beds were not related. 

Mr. Tuomas. What was your average daily patient load in 1955 in 
your own hospitals ? 

Dr. Wotrorp. 106,682 in 1955. 

Mr. THoMAs. How many beds did you have then ? 

Dr. Wotrorp. At that time we had 117,643 beds. 

Mr. Tuomas. That is when you had 5,000 phantom beds. 

Mr. Wuirtier. He is talking operating beds. 

Mr. THomas. How come you h ad more operating beds 5 years ago 
than youhavenow? You have only 111 ,000 now. 

Mr. Wise. The phantom beds were in the 1955 rated bed figure. 

Mr. Yates. You said they were not in that figure. 

Mr. Toomas. You and Dr. Wolford better get together. 

Mr. Wuirtier. It is very important that when we talk, we talk 
about patients and operating beds. 

Mr. Osrerrac. I would like to clear up the question of this 111,000 
patient load. Mr. Whittier, does that include all outside—— 

Mr. THomas. No, sir. 

Mr. Wuirtirr. The present authorized beds number 125,000. The 
140,000 patients, which is the average daily patient load which you 
put into your act, include the patients in our VA hospitals, include 
the members in our domiciliaries, some 17,000 of them, include those 
in contract hospitals and those in State homes—— 

Mr. Tuomas. Your average daily patient load does not include 
the domiciliaries now ? 

Mr. Wurrtier. Yes, sir; the 140,000 includes it. The 125,000 
authorized beds does not include it. 

Mr. Osrertrac. But the chairman is developing the increased cost 
figure relative to the patient load, and the contract figure seems to 
enter into the picture as it pertains to outside hospitalization. It is 
not clear to me just where the relationship exists. 

Mr. Wuirrier. I think what the chairman is saying is that to sup- 
port a patient in a State bed is cheaper, and if that load is remaining 
relatively constant, why is the overall budget going up every year? % 
The reason, one of its substantial parts, is that the number of patients 
in our VA _ hospitals are increasing every year. The number of 
patients in VA hospitals has increased every year. This increase is 
accompanied not by just the cost of that increased load, but by the 
rising cost of employees. The cost of staffing has gone up. As a 

matter of fact, in this $18 million increase in ‘inpatient care, a good 
portion is for an increase for health imsurance and an increase for 
within-grade promotions. I think a good part of that $18 million 

Mr. Tuomas. We will break that down ina minute. It is ver y well 
set out. 

Dr. Mippiteton. May I correct one figure, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Dr. Mippieton. 9,750 veteran patients in State homes. 

Mr. Tuomas. How many in contract beds? 

Dr. Mippteton. 3,050. 

Mr. Tuomas. About 12,500 altogether in the two classes. 

Dr. Mippteton. Yes. 
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MepicaL Resrarcu 
Mr. Tuomas. Let us take a look at the research program. 


20-22 through 20-28 in the record. 
(The pages referred to follow :) 


Put pages 


Mepicat Researcn, $15,400,000 


Cost summary by object 





ciara 
Actual, | Estimated, Estimated, | Increase (+) 
fiscal year | fiscal year fiscal year or decrease 


1959 | 1960 1961 (—), 1961 
over 1960 


Average employment: | | 
ee ne ec meun ae , 518 | 1, 845 1, 895 +50 

en ici hi eadetncuces $5, 678 | $5, 700 $5, 700 onwtiiins 
ae see 21 25 25 see 
Costs by objects: c 


Ot } Pareomer services... 2. <bcecacul $8, 800, 542 $10, 727, 700 $11, 015, 000 | +-$287, 300 








Medical consu!tants_............_-- (176, (209, 000 (209 000)! _. 
Dental consultants.___........____-] (4, : (6, 000 (6, 000) | _. 
02 Travel, employee sceitiaiapaiabiaen ad 130, 9¢ 164, 500 200, 000 
03 Transportation of things._........___-.| 22, 19, 500 | 19, 500 
OS OT EE 6, 6, 500 | 6, 500 
05 Rents and utilities................_.__- 4, 4, 500 | 4, 500 
06 Printing and reproduction. __....___- -| 17 37, 000 | 37, 000 | Sk 
07 Other contractive services_____- om 787, 754, 000 810, 000 +56, 000, 
Employee life (Public Law 598) 
and health (Public Law 86-382 | 
DOS sar bdn cb bowdiewaden. out (24, 752) | (30, 400) (87, 200 +- (56, 800) 
i aa a erssanneimeieiiasiiiaiemte Mtdiadaiated 1, 609, 288 | 1, 938, 000 1, 615, 500 322, 500 
ee ues 2 oe 7 3, 092, 140 | 3, 064, 300 1, 046, 700 2, 017, 600 
1i Grants, subsidies, and contributions | 
(CSR). cl ne eae aoe 500, 565 609, 500 626, 400 +16, 900 
13 Refunds, awards, and indemnities_____- WE iccnaiasiodaiives ee ateneth sosupeee 
15 Taxes and assessments. _............._- 17, 251 18, 500 18. 900 +400 
oo i eee 14,994,804 | 17,344, 000 15, 400, 000 —1, 944, 000 





Program scope 


The VA medical research program strives to provide a better understanding 
of the problems of carring for large numbers of hospitalized veterans with the 
the goal of improving the methods of diagnosis and treatment of the diseases 
which impair their health. Veterans’ Administration hospitals with 120,489 
operating beds furnished care and treatment to an average of 111,050 patients 
during fiscal year 1959. An average of 111,346 patients is estimated for fiscal 
year 1960 and 111,600 for fiscal year 1961. 

During fiscal year 1959, the program supported 6,371 research projects. Of 
this number, 1,761 were studies related to problems of aging. In this category 
there were 430 studies of cancer and allied diseases, 745 studies of cardio- 
vascular disease, 297 studies of nontuberculous pulmonary disease, and 289 
studies of other geriatric problems. There were 1,711 projects in mental and 
nervous diseases, 381 studies in tuberculosis, 1,780 studies of general medical 
and surgical problems, 642 studies involving the use of radioisotopes, and 96 
projects in dental research. The fiscal year 1959 total represents an increase 
of 493 studies over the previous fiscal year. 

In fiscal year 1961, continued emphasis will be placed on individual clinical 
studies, on research geared to the medical problems of aging, on cooperative 
studies and longitudinal case followup research, and on basic research which 
is so vital to the healthy advancement of clinical investigations. Hospital 
studies of those diseases such as heart disease, respiratory diseases, athero- 
clerosis which leads to heart attacks and strokes, cancer, mental diseases, and 
other chronic illnesses which cause major disability or death will continue as 
studies of those medical problems which increase in severity or number with 
advancing age. 


Cooperative studies 


The unique opportunity within the VA to conduct cooperative studies is an 
obligation which should continue to be exploited for the benefit of the veteran 
patient and medicine in general. When properly designed, supported, and 
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executed it has been demonstrated that a cooperative study is an effective new 
tool in clinical research. Provision is made in the estimate which follows for 
the continuation of the cooperative studies in progress listed below. 

1. Antihypertensive agents—In the cooperative study on antihypertensive 
agents the results of 12 months’ treatment of more than 300 hypertensive patients 
have been submitted for publication. Recently introduced antihypertensive 
agents currently are being evaluated. 

2, Atherosclerosis.—The effectiveness of anticoagulants administered over an 
extended period of time, to patients who have had either a coronary heart 
attack or a stroke, is the major subject of the “Cooperative Study of Athero- 
sclerosis.’ Dietary and other means of reducing the amount of fat in the 
circulation are also under investigation. The study has members from 16 VA 
hospitals collaborating on one or more facets of the problem. 

3. Diabetes meilitus—The effectiveness and long-term toxicity of two new 
orally administered drugs are under study in the “Cooperative Study of Diabetes 
Mellitus.” 

4. Endocrine disorders.—In this cooperative study clinical and laboratory data 
are being collected pertaining to the adrenal and pituitary glands. 


B 


5, Loss of hearing.—This study is attempting to develop information which 
will aid in the differentiation between organic and functional deafness. and 
make recommendations concerning the proper management of such patients. 

6. Chemotherapy in psychiatry.—Results of the first two projects which were 
begun in 1957 have been submitted for publication. Project No. 3, a study of 
the relative effectiveness of newer tranquilizing drugs on 640 newly admitted 
schizophrenic patients is being prepared for publication. Projects 4, 5, and 6 
were introduced during 1959. 

7. Adjunct chemotherapy with psychiatric outpatients —Twenty-four mental 
hygiene clinics are collaborating to compare the effects of psychotherapy alone, 
psychotherapy plus tranquilizers, and a placebo, in patients with measured 
anxiety. In addition, the study aims to identify some of the personality and 
social characteristics of patients which are prognostic of favorable response to 
the tranquilizing drugs. 

8 Multiple sclerosis —A 5-year followup study of patients with multiple 
sclerosis Who were treated in the isoniazid evaluation study of 1954-55 is in 
progress. In cooperation with the National Institute for Neurological Diseases 
and Blindness and the National Research Council a study of the natural history 
of multiple sclerosis with particular attention to the possible effect of climate 
is underway. The role of spirochetes as the alleged etiologic agent for multiple 
sclerosis is under investigation. 

9. Amytorophic lateral sclerosis (Lou Gehrig’s disease).—This study is being 
carried on in conjunction with the National Institute of Neurological Diseases 
an’ Blindness. Specimens of blood and sputum submitted from 57 VA hospitais 
are being typed at NIH. 

10. Psychological research.—This is a cooperative study of the relationships 
between psychological factors and adjustment to problems of long-term hospital 
treatment. Data collected on approximately 1,000 patients with tuberculosis have 
been submitted for publication. Extension of the investigation to similar 
psychological problems in other kinds of long-term and potentially disabling 
physical illness is underway. 

11. Chemotherapy of tuberculosis.—The first and most widely known of the 
cooperative studies continues to compare the effectiveness of drugs in the treat- 
ment of tuberculosis, to the benefit of peoples everywhere. 

12. Psychosis and tuberculosis.—This study will become inactive in the very 
near future. 

13. Pulmonary function testing—Data concerning the normal values of pul- 
monary function measurements for each decade of adult life have been submitted 
for publication. The meaning of abnormal measurements in terms of diagnosis 
and treatment of lung cancer diseases—e.g., in emphysema—are currently being 
investigated. 

14. Blastomycosis.—A retrospective study was undertaken in February 1958 
to analyze the available VA data of patients treated for blastomycosis during 
the period from January 1, 1946, to December 31, 1956. A prospective study will 
concern itself primarily with the evaluation of a new drug, Amphotericin B. 

15. Coccidioidomycosis.—The major aims of this study are elucidation of the 
natural history of the disease, improvement of diagnostic standards, and evalua- 
tion of methods of treatment including chemotherapy and surgery. 
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16. Histoplasmosis.—Routine serologic examinations were carried out for ajp 
patients admitted to cooperating hospitals. During a 12-month period, 221 cages 
were recognized among 5,776 patients who were surveyed. The results are 
being submitted for publication. The therapeutic effects and limitations of treat. 
ment with Amphotericin B are being studied. 

17. Sarcoidosis —By combining an epidemiologic, clinical, and experimenta] 
approach an effort is being made to gain information relative to the cause of 
sarcoidosis. Previously unknown endemic areas have been discovered. The 
possibility of pine pollen as one of the causative agents is under consideration. 
Refinement of a diagnostic skin testing procedure (Kveim) is underway, 

18. Hospital infections.—All hospitalized infection problems are being studieg 
in certain VA hospitals to establish general measures to prevent transmission of 
infecting organisms and to reduce the frequency of clinical complications whieh 
they produce. Certain antibiotics will be held in therapeutic reserve so that 
resistance to them cannot appear under routine conditions of hospital treatment, 
Vaccines are being prepared and, if warranted, will be tested for prophylaxis 
against specific infections. 

19. Chemotherapy of cancer——VA physicians are participating in cooperative 
studies of the chemotherapy of selected types of cancer. The VA continues to 
participate in a national program of chemotherapy of cancer in cooperation with 
the Cancer Chemotherapy National Service Center, National Cancer Institute. 
National Institutes of Health, and with the American Cancer Society. Sixty- 
five hospital units are presently functioning in the VA, constituting approxi- 
mately one-third of the national clinical effort. 

20. Surgery for peptic ulcer.—A cooperative study of the physiological aspects 
of peptic ulcers and the evaluation of treatment results by surgery is in progress, 

21. Esophageal varices.—Physicians representing a group of VA hospitals are 
collaborating to learn the best means of treatment of the hemorrhage which so 
frequently follows engorgement of vessels due to chronic liver disease. 

22. Ruptured intervertebral disks.—This is cooperative research among neuro- 
surgeons and orthopedists concerning the natural history of ruptured inter- 
vertebral disks with a goal of bettering the rehabilitation of patients so 
incapacitated. 

23. Solitary pulmonary nodules.—A cooperative study to develop uniform 
measures for the diagnosis and treatment and followup of patients with solitary 
pulmonary nodules and to distinguish which diseases manifest themselves as 
solitary lung nodules seen in X-rays. 

24. Surgery of coronary heart disease.—Although several operations have been 
developed for the relief of pain or the improvement of myocardial circulation 
in coronary disease patients, no large-scale study under uniform conditions has 
been attempted to evaluate long-term results. This study entails an evaluation 
of data on the different surgical operations performed in VA hospitals. 

25. Pallidectomy for Parkinson’s disease.—A cooperative study to determine 
the efficacy of cerebral operations to reduce the debilitating effect of this disease 
of the aging is now being carried out in several VA hospitals. 

26. Evaluation of narcotic analgesics —An evaluation of the use of certain 
narcotics has been undertaken in preoperative and postoperative patients, chronic 
diseases, and terminal-care patients requiring control of pain. 

27. Lung cancer diagnosis.—In the hope of decreasing the growing mortality 
from lung cancer, the VA is cooperating with the American Cancer Society in an 
attempt to establish a method of early diagnosis to be quickly followed by 
adequate treatment. This study is being carried out in VA domiciliaries. 

28. Foreign materials in surgery.—An evaluation of the use of synthetic or 
naturally occurring materials as substitutes in surgical attacks on disease will 
be performed. This is a broad program leading to immunologic aspects of organ 
transplanting and actual clinical use of the procedures. 

As part of the agency’s planinng for an effective research program, additional 
cooperative studies of extreme importance to VA patients are under preliminary 
development. These studies will be inaugurated at such time as existing studies 
terminate. 

1. Glaucoma.—It is estimated that 1 million persons in the United States 
have undiagnosed glaucoma. Since the number of cases in persons under 40 
is negligible this becomes of importance to the age group of VA patients. The 
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disease is insidious in that there is usually no pain and the progressive narrow- 
ing of the visual fields is not appreciated by the victims until it is far advanced. 
the VA has a responsibility in detecting and treating glaucoma among its 
jomiciliary members, neuropsychiatric patients, and long-term chronically ill 
gM. & 8. patients. About 50,000 patients have been in the VA for a long period 
of time. A glaucoma survey, case registry, and research pertaining to glaucoma 
are contemplated. 

9, Rheumatoid arthritis —Approximately 33,000 patients were discharged from 
the VA hospital system during the 5-year period 1950-54 following treatment 
for rheumatoid arthritis. Many important questions pertaining to the cause 
and treatment of rheumatoid arthritis remain unanswered. 

3, Peptic ulcer—Medical.—In addition to the peptic ulcer cooperative study— 
surgical, now in existence, it is planned to initiate a study relating to the medical 
aspects of peptic ulcer. 

4, Cardiac arrest.—The problem of previously unanticipated acute cardiac 
arrest under anesthesia has never been studied in sufficient detail. Laboratory 
and clinical studies will be undertaken to determine causes and means of pre- 
yenting this complication. 

5. Occlusive vascular diseases.—With advancing age, increasing numbers of 
patients exhibit disability due to failing circulation in the extremities, often 
resulting in the need for amputation. A cooperative study is planned to develop 
means of prevention once causes are distinguished and to seek improved methods 
of treatment. 

6. Pancreatitis —Acute and chronic pancreatitis continue to incapacitate many 
of the Nation’s population, appearing to be particularly prevalent among vet- 
erans. A study is planned to determine the course of the diseases, causes, and 
means of treatment and prevention in the hope of rehabilitating these patients. 


Research laboratories 


VA research laboratories are engaged in scientific and medical research, both 
basic and applied, with the aim of helping the veteran patient. While improve- 
ment to his well-being is our primary concern, benefits naturally accrue for 
the health of the entire Nation. For the most efficient results, the VA physicians 
engaged in research must be supported by trained technicians and skilled 
scientists located in adequate space and furnished with ample supplies and 
modern equipment. 

Research laboratories now exist in 120 VA hospitals, primarily those affiliated 
with medical schools wherein a research climate exists and counsel of the dean’s 
committees is available. Research laboratories also exist in nonaffiliated VA 
hospitals where they serve as a strong inducement in attracting and retaining 
the better qualified physicians and scientists. Patient care in those medically 
isolated hospitals benefits directly. 

During fiscal year 1959 support was provided for 141 laboratories in 134 
hospitals—S7 general medical and surgical research laboratories, 32 neuro- 
psychiatric research laboratories, 16 tuberculosis research laboratories and 6 
dental research laboratories. Funds for fiscal year 1961 will be used to main- 
tain to the best of our ability, the research laboratories already established. VA 
medical research will continue to concentrate on the medical problems of our 
veteran patients in the flelds of cancer, nervous, and mental illnesses, cardio- 
vascular diseases, metabolic diseases, and pulmonary ailments. 


Mr. Tuomas. You had $17 million for this program last year, and 
itis reduced down to $15,400,000. This paragraph tells the tale. If 
you will bear with me, I will read it. 

During fiscal year 1959, the program supported 6,371 research projects. Of 
this number, 1,761 were studies related to problems of aging. In this category 
there were 430 studies of cancer and allied diseases, 745 studies of cardiovas- 
cular diseases, 297 studies of nontuberculous pulmonary diseases, 
and so forth. 

Those are a lot of good figures. What the study is, I do not know. 
Itisa lot of activity and makes good reading, does it not? 

Dr. Mippteron. We are very proud of it, sir. 
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COMPARISON OF COSTS BY ACTIVITIES AND AVERAGE EMPLOYMENT 
Mr. Tuomas. You break your activities down in 2 or 3 pages. - Put 
pages 20-34 and 20-35 in the record. They gave some pretty accurate 
breakdowns on the research program. 
(The pages referred to follow :) 
Comparison of costs by activity 


Actual } ite Est ited Increase (- 
Activity fiscal year al yea fiscal year or decrease 
1959 1960 1961 , 1961 
Ver 196 
Ra isotope $3, 139, OST $3, 222, O04 > M SOR, fy 
r di 24 K } — (43, 00 
Cuber - 7 } I ) —(10 
Pulmot I wi 
Cancer 404 O4 LO ) — (9 
eurol 12, O51 OM _ \ 
I 159 +5. OOM " 
Geriatrics ee 13, 92 27 25 — (14 
Other m ict in irgery 1, 563, 510 1, 576, 000 1. 56 1 Muy 
Dental : “ 12 o4 12 0 0 
General eck e and surgery Ll, 734 ; WU 7 346. OO 
( l xO 3 ” 
Tuber 1.07 “ W). f W4 1 ) 
Puln x ing TI {2 214 f ) 78 2 
! ] { 4 100), 0 ’ 
iSS {7 
i : f ; 1, 733 ) 87 
Creriat 454 7 1,4 { 
Uther medi ind surgery 4, 3 s 314, 00 7 WR Oy 
Total 194. 804 14. { 100 44 
Comparative average moplo ent summary bu ac j 
Exclud ynsultant 
I é I ! Increase 
Act ly ! ( eCcTease 
” 1 19 
e 14 
Radioisotope — 280 40) 1) 
Cardiovascular : 19 GR &R 
luberculosis 
Pulmonary ( ling TB { f 
Cancer . 
Neurol 
Psychia - 
} . 
Ort u 
Denta l 
Genera ‘al j 4H + 
il , 
Tube ‘ | 
Puln \ IB 
Cance } 
Neurolos. 
Psy try 2 2 
Geria S j 
Other medical a ( ' 451 + 
Cee ial ka 1,518 i 1, 89: 


COMPARATIVE ANALYSIS OF TOTAL COSTS 


Mr. Tuomas. Put your finger on that table showing the breakdown 
° . ‘ as — Oa os r . 
in costs. Put page 20-39 in the record. Personal services. These 
are all dollar marks. 
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(The page referred to follows:) 


Comparative analysis of total costs 

















—————————————— 
Actual, Estimated, | Estimated, | Increase (+-) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 
over 1960 
ee linn ent fetes 
Costs by object: 
01 Personal services: 
oat cn aetna aca iomacionat $180, 845 $215, 000 Rca 
Clinical investigators_.............- 487, 246 594, 400 617, 300 +$22, 900 
Clinical psychologists. .........-.-- <6, 595 59, 500 580, 700 +21, 200 
0 , Re 5, 212 67, 400 78, 700 +11, 300 
Wage rate employees._...........-- 702, 346 856, 900 | 874,000 | +17, 100 
Other personal services...........-- 6, 916, 288 | 8, 434, 500 8, 649, 300 +214, 800 
02 Travel employee_..............._--___- 130, 994 | 164, 500 | 200, 000 +35, 500 
03 Transportation of things. -........-.-.- | 22, 681 19, 500 | 10, 000 Fone te ed 
04 Communications -_.................- .. 6, 207 | 6, 500 | OBO hla dec wn ducewue 
05 Rents and utilities ___- ide Sathdtda 4, 022 | 4,500 | 4506 1. ;.. 1 aasceeie 
06 Printing and rer yroduction.___- anion 17, 767 37, 000 | we ee 
07 Contractual services: | } 
Renair of furniture and equipment 125, 521 | 119, 100 118, 300 —800 
FP rmination services antoneil 1,507 | 1, 500 Lp DUO Aw ddvwce 
r of special use equima. nt | 45,670 | 43, 300 | £5 900. Lod. . oc ke. 
‘ee insurar =‘ and | 
ph 24, 752 | 30, 400 87, 200 +56, 800 
Laal services by individuals | | 
a ‘organizations....__...___. zn 589, 606 | 559, 700 G50, 700 Fcc kad 
08 Supplies and materials: | | 
Office supplies 40, 800 55, 000 —5, 800 
Drugs, medicines, ind chemicals siel 348, 600 250, 500 | —98, 100 
Radioisotopes \ 389, 600 325, 000 | —64, 600 
Dental supplies 4, 800 4,000 | — 800 
Operating supplies 828, 800 726, 000 | — 102, 800 
Glassware __.. ro Nae eeee 192, 000 | 160, 000 | —32, 000 
Maintenance suj pplies hee aba dk sal } 113, 400 | 95, 000 —18, 400 
09 Equipment: 
Fixed equipment i dlaiis baad 503, 297 498, 200 169, 900 | —328, 300 
Furniture and fixtures 223, 580 | 221, 300 | 75, 500 | —145, 800 
Medical, dental and scientific | j 
equipment : 2, 365, 323 2, 344, 800 801,300 | —1,543, 500 
li Grants, subsidies, and contributions | 
(civil service retirement) ----| 500, 565 | 609, 500 | 626, 400 | +16, 900 
13 Refunds, awards, and indemnities. 2 | ee Baka a ee ae 
15 Taxes and assessments ; ee | 17, 251 | 18, 500 | 18, 900 +400 
oo — se es 7 + ~~ ———- 
Net total costs. ..........--.....--.--| 14,994, 804 17, 344, 000 | 15,400,000 | —1, 944,000 


AVERAGE EMPLOYMENT 


Mr. Tuomas. Where is your breakdown on employment for medical 
research ? 

Dr. Mippieron. 20-35, sir. 

Mr. Tuomas. That is already in the record. That accounts for 
your 1,895 people, does it not, against 1,845 last year? 

Dr. Mippteton. Yes, sir. 

Mr. Tuomas. Dollarwise, you go down about $2 million, but you 
pick up 50 more people. 

I wonder if we could combine 20-35 and 20-39 here in one table. 
That would help a little bit. Can we do that ? 


MEDICAL CONSULTANTS 


You have travel here of $200,000 for 1961, which is an increase of 
$35,500 over 1960. How many consultants do you have here? You 
set. out dollarwise about $215, 000 for consultants alone in this Bee: 


gram, an increase of $214,800 i in your other personal services which 
totals $8,649,300. 
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Mr. Monk. That is other personal services. 

Mr. Tuomas. Yes, it says “Other personal services.” How much 
of your $17 million did you spend last year for consultants? 

Mr. Jonas. It ison page 20-22. 

Mr. Tuomas. What is the figure ? 

Mr. Jonas. $209,000. 

Mr. Tuomas. It is more than that; is it not? 

Mr. Jonas. Medical consultants; $6,000 for dental consultants. 

Mr. Tuomas. What was the total consultant bill for 1960 out of 
your $17 million ? 

Mr. Baxer. $215,000 in research, sir. 

Mr. Tuomas. Weare talking about medical research. How much? 

Dr. Mippteron. $215,000. 

Mr. THOMAS. You set that out up here, $215,000. But you list 
clinical investigators, $594,000, and clinical psychologists. This is a 
breakdown of your personnel costs out of your $15 million. 

Mr. Baxer. $17 million for 1960. 

Mr. Tuomas. Then, when you have other roe services, that 
ought to be total personal services for 1960, $8,434,500. That shows 
an increase of $214,800 for 1961, about 50 jobs. “Correct? 

Mr. Wuirtirer. That is correct. 

Mr. Mippteton. I am sorry. That 20-22 will give you the total, 
because this other personal service has to do with many technicians 
who are required to conduct research under supervision. So if you 
go to 20-22, you will find that total personal figure is $10,727,700 for 
1960; and for next year, 1961, $11,015,000. "That adds altogether 
the figures you find on page 20-39. 


PERSONAL SERVICES AND OTHER COSTS 


Mr. THomas. When you add the top three figures on page 20-29, 
what is your personal services, including consultants, technicians, and 
everybody, out of your $17 million you had for 1960? 

Mr. Baxer. The total is $10,727,700. That includes all personal 
services. 

Mr. Tuomas. The top line gets it, $10,727,700? 

Mr. Baxer. That is correct, sir. 

Mr. Tuomas. That goes up to $11,015,000, an increase of $287,300, 
for personal services in 1961; is that correct ? 

Mr. Baxer. Yes, sir. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. On page 20-39 you do not break down your other 
objects, but what are your supplies and materials, 08? What does 
that come to, dollarwise, for 1960 and 1961 ? 

Mr. Baker. The total for 1960 is $1,938,000 for supplies, and for 
1961, $1,615,500. 

Mr. Tuomas. Is that a decrease? I did not get the figure of increase 
for 1961. 


Mr. Baxer. The figure for 1961 is a decrease of $322,500 from 1960. 


Mr. Tuomas. W hat i is the total ? 
Mr. Monk. For 1961 it is $1,615,500. 
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EQUIPMENT 


Mr. Tuomas. What about your equipment here? 

Mr. Baker. $3,064,300 for 1960. 

Mr. THomas. How much is it for 1961? 

Mr. Baxer. $1,046,700, a decrease of $2,017,600. 

Mr. Tuomas. As Mr. Jonas pointed out a while ago, if you take 
your supplies and materials, which are not recurring items, instead of 
reducing this about $1.9 million, it is almost a steady figure, is it not, 
of $17 million ? 

Mr. Jonas. Will the chairman yield? 

Mr. Tuomas. Yes, sir. 

Mr. Jonas. If you eliminate the equipment and supplies, instead of 
having a reduction of nearly $2 million in research, you have an in- 
crease, because you increase 

Mr. Tuomas. It would be above the $17 million. 

Mr. Jonas. May I follow that one point ? 

Mr. Tuomas. Surely. 

Mr. Jonas. Of course, you can get to the point where you do not 
need additional equipment. You ‘spent $ 3,092,000 for equipment in 
1959, and $3,064,000 in 1960. Are you pretty well caught up on 
equipment ? 

Dr. MippitetTon. Of course, this is a circumstance in which one must 
understand the technical details involved. There is no time when a 
laboratory is completely equipped. The changes in the requirements 
of the laboratory, the improvements in equipment, the obsolescence 
of older equipment—all tend to make it a constant demand. As one 
figures out research requirements, he normally takes 25 percent of his 
available funds and assigns that regularly, year in and year out, to 
the needs of equipment ‘and supplies. You have animals you must 
purchase or replace. You have food to give to those animals, naturally. 
Obviously, that will be a continuing requirement. 

In the equipment area there is a tremendous resurgence of interest 
and improvement. It is a continuing demand in this area. 

Mr. OstTertTac. But there is a substantial decrease in your equipment 
figure. 

Dr. Mippteton. Yes, a substantial decrease was made inevitable, Mr. 
Ostertag, by the fact that we have facing us a reduction to $15,400,000, 
whereas we are presently operating under a budget of $17,344,000. 

Mr. Tuomas. You can offset that, because they include in the con- 
struction budget another million or a million and a quarter. 

Dr. Mippteron. A million and a half, sir, in the last appropriation. 

Mr. Jonas. So in making the reduction, you elected to curtail the 
purchase of equipment instead of reducing your personnel or your 
consultants. 

Dr. Mippiteton. That is correct, sir. 

Mr. Jonas. Your actual research work. 

Dr. Mipptrton. I think that is good planning, sir. 

Mr. Tuomas. Gentlemen, will you come back at 1 o’clock. 





ATHEROSCLEROSIS AND BLOOD CHOLESTEROL 


Mr. Tuomas. Dr. Middleton and Mr. Jonas were involved in an 
interesting discussion before we recessed. 
Continue, Mr. Jonas. 
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Mr. Jonas. I notice one of the subjects of research in your depart- 
ment is atherosclerosis. What progress has been made in this pro- 
gram? Would you comment on that and tell the committee what, if 
anything, you have found in this field as a result of your research 
study ? 

Dr. Mippteron. This is an extremely important and interesting 
question. There has been found no absolute correlation bet ween blood 
levels of cholesterol and atherosclerosis. We have to come back, then, 
to fundamentals and realize that the metabolism of fat is peculiar to 
each individual, or perhaps to each family strain, so far as genetic 
origins are concerned. 

For example, an individual may have high blood cholesterol and a 
tendency for that error of metabolism, and regardless of the type of 
fat he takes he may form cholesterol. Furthermore there has been an 
assumption that this particular chemical is responsible for athero- 
sclerosis. 

On the other hand, if this individual were to take the saturated fats, 
those which come from the animal sources. it is assumed blood levels 
of cholesterol will go up higher, whereas if the fats are of vegetable 
origin, the unsaturated fats, there will not be a similar rise. 

That is not true in a family strain which has a tendency for a high 
blood cholesterol in that apparently such individuals will form choles- 
terol from whatever fatty source. My advice to folks who are inter- 
ested in this particular area who show a persistently high blood choles- 
terol, would be to have low fat intake of whatever origin—animal or 
vegetable. 

Mr. Jonas. I was told by my doctor that I had a high cholesterol 
count and should not eat eggs and bacon. 

A colleague who went to another doctor was told that he might eat 
eggs and bacon even though he had a high cholesterol count and that 
it would not be detrimental. 

Dr. Mipptetron. My professional advice would be a low fat diet of 
whatever type. That would be done with some reservation. I come 
from Wisconsin and obviously I could not tell vou to go on a low fat 
diet excluding milk, butter, and ice cream. 

Mr. Jonas. Have we made any progress in finding a cure for the 
hardening of the arteries? 

Dr. Mippteton. There is real progress in this respect. I have had 
occasion frequently to study people with these vascular changes and I 
always go into the family record, whether there have been heart 
attacks, strokes, or evidences which could be attributed to athero- 
sclerosis. 

If such patients then have high blood cholesterol I go to their chil- 
dren, preferably in the teens and earlier, and prescribe low fat diet, and 
that is an overall low fat diet rather than specifying whether it is 
animal or vegetable. 

Mr. Jonas. You have a relatively high age group now in our hos- 
pitals. 

Dr. Mippteton. Yes, sir. 

Mr. Jonas. It is getting higher as years go by. Are you using your 
patients for tests in this field ? 

Dr. Mippteron. We are, sir, and very important studies are being 
made not only in the area of systemic involvement of arteries but also 
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coronary heart disease, in the cerebral vascular accidents, and in all of 
the fundamental changes that occur in such patients. 

This is extremely important because it is one of the areas of our 
responsibility and we should be getting that basic knowledge. 

Mr. Tuomas. Thank you, sir. That is very, very interesting. Many 
eople will read that. They can take their choice then. 

Dr. Mippteron. Yes, sir. Everything that can happen to my arte- 
ries, has happened; so I will continue my dietary habits, 


Prostuetic Testing AND DEVELOPMENT 


Mr. THomas. Let us look at “Prosthetic testing.” Insert pages 
90-40 through 20-45. 
(The pages referred to follow :) 


PROSTHETIC TESTING AND DEVELOPMENT, $1,000,000 


Cost summary by object 





Actual, Estimated, Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1961 (—), 1961 


over 1960 


Average employment 


VA employees 24 28 29 +1 
Average salary ; $6, 845 $7, 500 $7, 400 —$100 
Consultants : J F l ] 
Cests by ¢ bject: 
01 Personal services $171, 180 $217, 000 $221, 700 +$4, 700 
Medical consultants (6, 907 7, 000 (7, 100 100) 
02 Travel : ; : Soot 
Employee 4, 481 7, 800 9, 500 +1, 700 
Beneficiary : 508 500 600 | +100 
03 Transportation of things - ; 517 800 1,000 | +200 
04 Communications__. 5 ; 2,717 3, 000 | 3,000 |.....- ad 
05 Rental of equipment. 36 200 300 | +100 
07 Other contractual services_. : 765, 412 752, 437 684, 700 | —67, 737 
Employees life (Public Law 598) and 
health (Public Law 86-382) insurance (552) (700) (2, 300) | (+1, 600) 
08 Supplies ; 15, 201 58, 300 50, 000 | —8, 300 
09 Equipment 4, 286 12, 500 15, 000 | +2, 500 
11 Grants, subsidies and contributions 
(CSR) ..- ‘ : 10, 003 13, 700 14, 000 +300 
8 Refunds, awards, and indemnities - -- 760 . 
15 Taxes and assessments - -- 232 200 200 
= - as on - — 
Total gross costs. ........-. 975, 063 1, 066, 437 | 1,000, 000 | — 66, 437 


PROGRAM NOTES 


The conduct of a prosthetics research program by the Veterans’ Administration 
is authorized by section 216, title 38, United States Code. Prosthetics research 
has been conducted predominantly in Government by the Veterans’ Administra- 
tion, with cooperation of a number of other agencies, particularly in artificial 
limb testing and development. Fortunately, in some fields (such as hearing 
aids) there is an active commercial industry having a substantial body of science 
and technology. Thus, the Veterans’ Administration limits its participation to 
only a part of the total research and developmental work in those areas. In 
certain cases, as in the gradual improvement of cosmetic restorations, some of 
the research work is accomplished through intra-VA clinical cooperation. 

Detailed results of prosthetics research are reported from year to year in 
annual reports of individual contractors, the reports of the Research and Develop- 
ment Division, Prosthetic and Sensory Aids Service, and special documents. 
Information is widely disseminated through the magazine “Artificial Limbs,” 
published by the National Academy of Sciences-National Research Council as a 
partial report to the Veterans’ Administration and other sponsors of the coopera- 
tive nationwide research program. Some aspects of the prosthetics research 
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program, like energy studies in general, have already challenged traditional ideas 
on crutch-walking versus use of a prosthetics and are only beginning to increase 
understanding of elderly amputees and the severely disabled. 


INTRA-VA PROSTHETICS RESEARCH PROGRAM, FISCAL YEAR 1961 


Currently active research, development, and testing projects, together with 
additional projects to be undertaken in fiscal year 1960, will be continued by the 
central office staff of the Prosthetic and Sensory Aid Service and by personne} 
of the VA Prosthetics Center in New York City. 

The work of the Prosthetic and Sensory Aids Service research staff is divided 
between administrative matters concerned with the correlation of a nationwide 
complex program in many areas of prosthetic and sensory aids and direct ednea. 
tional and scholarly productivity. In the latter aspect, a unique prosthetic 
and sensory aids exhibit, probably the most extensive in the world, is maintained 
supplemented by a much larger collection of samples of prostheses and other 
appliances made by manufacturers in the United States and a representative eo}. 
lection of foreign devices. These exhibit items and a comparably exhaustive 
prosthetic and sensory aids reference collection of books, magazines, microfilms 
motion-picture films, slides, report literature, and other documents are of great 
assistance for both the staff and visiting research workers. 

The scope of research and testing in the VA Prosthetics Center in New York 
City will continue to be increased in fiscal year 1961, thus reducing the require. 
ment for testing and evaluation of both devices and techniques by outside con. 
tractors. 

An intra-VA research project on hearing aids begun late in fiscal year 1959 in 
the Acoustical Research Audiology Unit, Veterans’ Benefits Office, Washington, 
D.C., will be continued in fiscal year 1961. 


CONTRACTUAL RESEARCH IN PROSTHETICS 


The major portion of research on artificial limbs, aids for the blind, and aids 
for the hard-of-hearing will continue to be conducted on a contractual basis 
with universities and other nonprofit laboratories. 

Contractual research and development on artificial limbs will be reduced about 
15 percent in fiscal year 1961. Reductions will include some of the fundamental 
research and development conducted by the University of California at Berkeley 
and San Francisco where additional funds are available from other sources for 
some important aspects of the fundamental work on lower extremity pros- 
thetics. The National Academy of Sciences, late in fiscal year 1959, reorganized 
its advisory committees substantially and thus will be able to function effectively 
on a purely advisory basis with reduced financial support from VA. New York 
University is expected to decrease testing of early prototype inventors’ models, 
and to continue service tests of production models. The field testing of pro- 
duction models, however, will be gradually absorbed by the prosthetic and 
sensory aids service staff, utilizing facilities of the VA Prosthetics Center. At 
Northwestern University, construction and initial organization of important 
clinical studies and associated development work should be substantially com- 
pleted, and some fraction of the salaries of shared personnel can be carried by 
the prosthetics education project which is beginning operation in fiscal year 1960. 

The important and complex field of bracing is left largely to others such as the 
National Foundation, the Easter Seal Research Foundation, or private orthotists, 
Valuable yet limited work is being done by the VA Prosthetics Center on stand- 
ards for prefabricated parts and on clinical improvements to meet the needs 
of problem cases. In fiscal year 1961, however, it is planned that the University 
of California at Los Angeles will devote some work to control of artificial sources 
of auxiliary power, such as the pneumatic “artificial muscle,’ in cooperation 
with work sponsored by others at Rancho Los Amigos. It is believed that this 
study will both help to eliminate the problems of amputees in the control of arti- 
ficial arms and will represent a substantial contribution to fundamental problems 
of bracing for upper extremity paralysis. 

Further aggressive work on both guidance devices and reading machines 
for the blind is proposed. While some progress has been made rather slowly 
in development of obstacle and curb detectors by Haverford College, develop- 
ment, miniaturization, and independent testing will continue, aided by fresh 
ideas from outside consultants and by conferences with workers in guided 
missiles. Similarly the reading machine work is being pressed diligently. 
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There is a rapid expansion in the use of automatic reading machines for busi- 
ness purposes, recognition of credit card vouchers, etc. Fundamental research, 
such as at Haskins on rules for synthesizing speech and development work at 
the Mauch Laboratories, are closely interrelated, looking toward the possibility 
of a relatively simple machine recognizing certain characteristics of a letter 
and splicing fragments of speech to produce a speechlike output similar to a 
foreign language. 

The work on hearing at Northwestern University will be continued. This 
project is developing careful validated tests for the selection of those hearing 
aid users who would actually benefit from bilateral hearing aids, thereby aiding 
such cases but preventing needlessly supplying two hearing aids for a given 
individual who would not actually benefit. 


Cost changes 


The total fiscal year 1961 budgetary requirement of $1 million for this program 
remains at the same level as for fiscal year 1960, except that costs for fiscal 
year 1960 include the use of $66,437 carried over from fiscal year 1959. 

The increase of $4,700 requested for personal services in the intra-VA program 
provides for the employment of one additional technician in the VA Prosthetics 
Center to enable that center to discharge its increasing responsibilities in the 
testing and evaluation of devices and techniques. 

The summary by objects also reflects minor increases in fiscal year 1961 
over fiscal year 1960 in objects 02, 08, 05, and 09, all of which are more than 
offset by decreases of $67,737 in contractual services, and $8,300 in supplies. 

A small increase in employee travel is needed by the prosthetic and sensory 
aids service in assuming more of the testing and evaluation work previously 
earried out under contract. 

The increase of $2,500 requested for equipment is necessary to cover procure- 
ment of a universal tester, Instron model TT-C, with accessories. This equip- 
ment is essential for tensile and compression testing of materials and components 
in the VA Prosthetics Center. The results of tests made on this equipment 
will greatly assist the Center in preparing specifications and standards. The 
balance of funds requested will be used to procure needed photographic equip- 
ment and to replace wornout machinery and other equipment in the VA 
Prosthetics Center. 








$67,737 
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NO INCREASE !S REQUESTED FOR 


PROSTHETICS TESTING AND DEVELOPMENT 
Internal Changes are Proposed 
CHANGE OF FYIS6I OVER FY I960 


Decreose /ncrease 


i 
Personal Services 


$4,700 
' | | 


| | 
| | 
| 
| 


Supplies 


} 
$8,300 
| 








| | 
Contractual Services 











| 

| 

| 
$ 4,900 


| All Others 
| | 





' 
NOTE: Net decreose of $66,437 for FY i961 results from pionned expenditure 
of FY 1959 corryover bolance during FY 1960 


Arti! 
] 
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Eztra-V A prosthetic testing and development contractual research cost 


i tonineemersinttnneneacmcceee 
Category 


Artificial limbs: 
Fundamental research on locomotion, 
design, and developmental research, 
energy expenditure by geriatric am- 


Proposed contractor 


Estimated, 
fiscal year 
1960 


Estimated, 
fiscal year 
1961 





University of California 
(Berkeley and Los Ange- 
les). 


$250, 000 $230, 000 


putees, investigation in control of limbs, 
including auxiliary power and substitu- 
tion for sense of touch. 

Maintenance and refinements for hydrau- 
lic knees during field testing by others; 
development of novel ankle joint in 
prototype stage. 

Correlation of cooperative program in 
research and dissemination of results; 
publications; advisory services. 

Evaluation studies of prosthetic devices, 
components, techniques. 

Studies of special problems of clinical 
cases, especially geriatrics and severely 
handicapped amputees; special medical 
problems and stump complications; 
methods for recording stump changes; 
development of certain items; clinical 
investigation of training methods. 


Mauch Laboratories, Inc... 25, 000 


National 
Sciences. 


Academy of 128, 000 100, 000 


New York Universiiy....-.-- 115, 000 


72, 000 


100, 000 


Northwestern University - - 60, 000 








Total, artificial limbs 





Mr. Tuomas. These are no-year funds? 
Dr. Mippteron. That is right. 
Mr. Tuomas. What do we appropriate every year ? 
Dr. Mmppieron. $1 million. 
Mr. THomas. What is the unexpended balance as of January 1, 
1960 ¢ 
Mr. Baxer. Obligations at December 31, 1959, were $833,800. Con- 
tracts are negotiated at the beginning of the year and obligations es- 
tablished for all contractural services to be rendered during the fiscal 
ear’. 
. Mr. Tuomas. After reading this I marked at the top of the page, 
“Sounds like interest is dying in this field.” I based that on this 
language: Detailed results of prosthetics research are reported from 
year to year in annual reports of individual contractors, the reports 
| of the Research and Development Division, Prosthetic and Sensory 
Aids Service, and special documents. Information is widely dissemi- 
nated through the magazine Artificial Limbs. 
| That is all very vague and indefinite. You have one center in 
| New York. 

Did you have one out on the Pacific coast, Mare Island, or was that 
operated purely by the Navy ? 

Dr. Mippteton. That is the Navy. We have one at the University 
of California, New York Univ ersity, and Northwestern. Those have 
been our centers. 

Mr. Tuomas. Those are university research centers ? 

Dr. Mippteron. That is right. 

Mr. THomas. You have your own lab in N 

Dr. Mippieton. That is right, sir. 

Mr. Tuomas. On 20-43 you break this down into this language: 
The requirement of $1 million remains the same in fiscal 1961. The 
costs for fiscal year 1960 include the use of $66,437 carried over from 
last year. 

The increase of $4,700 requested for personal services, et cetera. 


vew York? 
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The summary by objects also reflects minor increases in fiscal year 
1961 over 1960. , 

Let us look at your table here on page 20-45. 

What are we developing in these research facilities in California 
at the Mauch Laboratories, at Northwestern University, and New 
York University ? 

You have a category of aid to the blind. You are spending half 
your money with five research groups here. What can you put your 
finger on that is definite and worth the money ? 

Dr. Mippteton. The most notable in the artificial limb area has been 
the development of the hydraulic knee which operates without the 
catch that is present in most of the prosthetic devices for the lower 
limb. 

AID TO THE BLIND AND AID TO HEARING 


Mr. Tuomas. Aid to the blind, aid to hearing. 
Insert pages 20-46, 20-47, 20-48, and 20-49 in the record. 
(The pages referred to follow :) 


Estimated, | Estimated, 





Category Proposed contractor fiscal year | fiscal year 
1¥60 1961 
nine omens ) eee 
Braces: Studies of control of arm braces, inciden- | University of Califcrnia, 0 $8, 000 
tal to studies of control of artificial arms | Los Angeles campus, in 


cooperation with Ranchos | 
Los Amigos 


i an pMcamdeicdeicees eal ee j 0 8, 000 


Aids for the blind: 
Integration into a single unit of obstacle and | Haverford College_._.-_- aa $13, 500 30, 000 
downcurb detectors, miniaturization, pro- 
duction of test models, and assistance in 


| 
conduct of field tests | | | 
Independent field testing of Haverford de- | Industrial Home for the 0 10, 000 
vices. Blind, Brooklyn, or other 
agency. 
Further refinement of alphabets for ‘‘spelled | University of Southern Cal- 7, 500 7, 500 
speech.” | ffornia. 


outputs for reading machines for the blind; | 

work both on paper-tape-controlled library 

machines and on personal-type units; pro- | 
vision of fundamental information for | 
Mauch Laboratories, Inc 

Independent tests by a pool of blind persons | Industrial Home for the 0 5, 000 
of the news programs from current maga- Blind, Brooklyn, or other 
zines produced by Haskins Laboratories’ agency. 
recorded-dictionary reading machine. 

Continued development of personal-type | Mauch Laboratories, Inc... 27, 000 27, 000 
reading machine for the blind with speech- | 
like sound output, embodiment of simple 
recognition features and alinement aids, re- 
finement of mechanism for producing word 
fragments or recorded sounds of individual | 


| 
Continued fundamental studies of audible | Haskins Laboratories 22, 000 | 22, 000 
| 


letters. 
Tests of the Battelle Optophone-type reading | Battelle Memorial Institute | 42, 000 25, 000 
machine and tracking aids, including neces- and Ohio State School for 


Sary maintenance; some development of the Blind. 
additional features. 


7 ebnt. obiis Ger thie Wine 2 od iia hac etei bunks ssbditisee~ 


pee ae 112, 000 126, 500 


Aids for the hard of hearing: 
Further refinement and validation of tech- | Northwestern University _--| 21, 000 20, 000 
niques for evaluating usefulness of binaural 
hearing aids. | 
Clinical problems in fitting hearing aids, rela- | Houston Speech and Hear- 8, 682 7, 500 
tionship of physical properties and their | ing Center. 
changes during use to acceptance of the aid. | 





Total, aids for the hard of hearing_......-- | 29, 682 27,5 


I a eid Se coimatowiae pio pueeael 744, 682 677, 





INT 


co 
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COMPARISON OF PROSTHETICS PROGRAM 
COSTS BY ACTIVITY 
FY 1960 and FY [961 
Activity 


| INTRA-VA RESEARCH 


1961 $ 323,000 


i960 V7 ssa 


CONTRACTUAL RESEARCH 











Aids for '9°! . 
Blind 1960 y Y Yyy 





Aids for j96) $27,500 
Hard-of- y 
Hearing '960 7 ss02 


PROSTHETIC AND SENSORY AIpS RESEARCH PROGRAM 8220 


Comparison of costs by activity 








Fk aly Fiscal year 
960, 1961, 
imated timated 
A, Intra-V A research pr 321, 323, 000 
B. Contractual research: | 
Artificial limbs_. 603, 000 | 15, 000 
ERR ECT a eee ee ree 8, 000 
I a 112, ¢ 126, 500 
Neen Ne 29, 27, 500 
PR, co ee Ee as See be ee A etd 066, 43 1, 000, 000 
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EpUCcATION AND TRAINING 


Mr. Tuomas. “Education and training,” $1.5 million. 

Insert table on page 20-50 and pages 20-51 and 20-52 in the record, 
Also insert page 20-53. 

( The pages referred to follow :) 


Cost summary by object 








ie samenndinniel — : : animal —inttaeitieincis tae 
Actual, Estimated, Estimated, | Increase (+ 
fiscal year fiscal year fiscal year or decrease 
1959 1960 196) (—), 1961 
over 1960 
Costs by object 
02 Employee travel__- $503, 122 $530, 300 $650, 000 +$119, 700 
03 Transportation of things nice 16, 18, 000 18, 000 
04 Communications ; 400 100 
05 Rents and utilities—Motion picture 
film 2, 868 4, 500 4,500 
06 Printing and reproduction sais 697 800 800 
07 Other contractual services-. : 482, 367 504, 000 522, 300 +18, 300 
08 Supplies and materials ie 188, 908 201, 000 208, 000 +7, 000 
09 Equipment ; 99, 993 72, 000 96, 000 +24 000 
Total gross costs __. eee 1, 294, 436 1, 331, 000 1, 500, 000 +169, 000 





PROGRAM NOTES 


The Veterans’ Administration attempts vigorously to instill its program of edu- 
cation and training at all its facilities engaging in the practice of medicine. 
Through this mechanism, all of the major and continuing efforts for improvement 
of patient care are transfused. The opportunity to learn is made available to as 
many as possible. It is axiomatic that with higher accomplishments in education 
and training of staff, there is greater potential for recruiting, building, and retain- 
ing a permanent organization of dedicated high quality hospital and clinic 
personnel. 

The diversified activities of the education and training program have the inte- 
grated goal of communicating advances in medicine and hospitals and clinie 
administration from VA hospitals themselves or from medical schools, universi- 
ties, and national professional bodies, to all VA hospitals, whether remote or 
more fortunately situated near these medical centers. A beneficial concomitant 
of this process is the dissemination of new knowledge gained from VA expe- 
rience to the medical world at large. The program receives guidance from an 
Advisory Committee on Education, consisting of five outstanding leaders in 
medical education. -articularly in residency training, valuable assistance is 
received from the deans’ committees of affiliated VA hospitals. 

The education and training program consists of the following: 

A. Residency training —VA residents are enabled to receive short periods 
of supplemental training in hospitals and centers of medical learning outside of 
the Veterans’ Administration in subjects not available within the VA hospitals. 
There has been a steady increase in complexity in training requirements for the 
various medical and dental specialties. It has become essential for formal 
periods of academic training to be taken in conjunction with clinical and on-the- 
job type of training, in certain specialties such as psychiatry, neurology, 
ophthalmology, radiology, etc. This training is one of the requirements for VA 
residency programs to retain their approved status under national medical 
training standards. All residents also have the opportunity to attend lectures 
at VA hospitals on subjects delivered by medical and dental specialists. 

B. Postgraduate and inservice training.—Postgraduate activities vary in na- 
ture, from courses formally conducted at institutions of learning to presentations 
of professional or administrative papers or exhibits, at meetings of national or- 
ganizations or associations. Such meetings and conferring outside of the VA 
system bring fresh outlooks and new approaches into VA hospitals far sooner 
and more effectively than can be accomplished only through reading reports and 
proceedings of these meetings. 

Inservice training activities seek to exploit to the maximum the resources 
available within the Veterans’ Administration in the training of hospital and 
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clinic personnel. These activities include intra-VA educational conferences ; 
temporary details of personnel between the remote hospitals and clinics and 
those associated with medical centers, and the assignment of highly qualified 
and experienced professional educators as lecturers and physicians-in-residence 
at selected hospitals. The latter stay at hospitals for 3- to 5-day periods, during 
which they deliver lectures and enhance in many ways the education of the 
medical staff. h : 5 ; 

C, Medical illustration.—Medical illustration laboratories are currently main- 
tained with full or partial support in 98 hospitals, to strengthen the documen- 
tation of clinical records, as well as to support research and training through 
qudiovisual aids. These laboratories engage in medical film production, mainte- 
nance and operation of projection equipment, and the provision of anatomical 
models, illustrations, and specimens for training and research. 


PROGRAM TRENDS 


The activities of the education and training program are consistent with the 
intent of Congress expressed in Public Law 85-507, that ‘* ’, * it is necessary 
and desirable in the public interest that self-education, self-improvement, and 
self-training * * * be supplemented and extended by Government-sponsored 
programs.” The act has also confirmed the agency’s long-standing policy that 
non-Government training be utilized only after it has been determined that such 
training is not reasonably available by, in, or through Government facilities. 

The increased emphasis on management and administration in the world at 
large parallels the VA’s own concern with the need for training of hospital and 
clinic administrative staff in these fields. Every effort is made to provide such 
training at VA field stations. However, it is becoming increasingly obvious that 
many pressing needs can be met only by extra-VA training at schools offering 
management and administration and the American Management Association. 

The Veterans’ Administration, having the country’s largest single medical sys- 
tem, plays an important role in the national medical scene. Many VA physicians 
and dentists have attained positions of eminence in their specialties. They are 
expected to participate in activities of concern to the national health program. 
Thus, there is a growing requirement for participation of these staff members 
in meetings of national organizations such as the American College of Surgeons, 
National Tuberculosis Association, and American Congress of Physical Medicine 
and Rehabilitation. 


COST CHANGES 


A total budget of $1,500,000 for fiscal year 1961, which is an increase of 
$169,000 over the fiscal year 1960 availability, is required for VA education and 
training activities for the following major reasons: 

(a) Advances in the medical arts, greater each year than the preceding year, 
require more prompt dissemination to VA hospitals and clinics. The increased 
tempo of the VA medical research program exemplifies the type of medical prog- 
ress Which requires dissemination in the best interests of VA patient care. 
Many research advances may well be nullified, should they not be made avail- 
able to all interested parties. 

(b) The increased number of beds operated in the VA hospital system and 
increasing workloads in clinics require additional personnel, who also must 
receive special training and educational opportunities. 

(ce) Considerable increases have been experienced in costs of travel for educa- 
tional purposes, of tuition and registration, and of medical illustration supplies 
and equipment. The result has been that the same budget each year provides 
less education and training at a time when the need for increases is most in- 
dicated. 

The increase of $119,700 requested for employee travel will make it possible 
for 601 physicians, dentists, and nurses, 456 therapists and technicians, and 
lit medical administrative personnel to receive educational assignments beyond 
the number provided such opportunity in fiscal year 1960. This travel covers 
attendance at formal courses, intra-VA training, VA-educational conferences, 
ind attendance at meetings. 

The increase of $18,300 in other contractual services will permit payment of 
tuition and registration fees for 382 additional personnel in medical, para- 
medical, and medical administrative categories. 

An additional $31,000 expenditure for supplies and equipment is required for 
effective operation of 98 existing medical illustration laboratories. 
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NONSALARY COSTS 


Mr. Tuomas. Here is a table we referred to this morning, $1 million 
spent for travel and other contractual services. 

You want $650,000 for travel, $119,000 over last year. 

Other contractual services shows $18,300 increase, a total of $522, 
300. That is $1,172,000 of the $1.5 million. 

This paragraph is worth remembering : 
The increase of $119,000 requested for travel will make it possible for 691 
physicians, dentists, and nurses, 456 therapists, and technicians and 154 medica] 
administrative personnel to receive educational assignments beyond the number 
provided such opportunity in fiscal year 1960. This travel covers attendance 
at formal courses, intra-V.A. training, V.A. educational conferences, and attend. 
ance at meetings. 

You set out about 1,100 or 1.200 who will use this travel. 

Dr. Mippteton. That is right. 

Mr. Tuomas. If 1,200 travel it means 8,400 will travel on the full 
$650,000 ? 

Mr. Monk. 6,566. 


TRAINING OUTSIDE VA HOSPITALS 


Mr. Jonas. On page 20-51, doctor, you state the residents are en- 
abled to receive short periods of training outside of the VA in sub- 
jects not available within the VA hospitals. 

What kinds of subjects would not be available? I thought you 
covered the entire gamut of training. P 

Dr. Mippteron. Our population limitation by sex and age is the 
important difference here. These young men serving residencies in 
our system might be required to complete their training, to have a 
certain period of pediatric or orthopedics training, for example, or 
certain exposures to women patients in both medicine and psychiatry. 
To supplement what we are giving they are placed in an integrated 
program. For example, they are going to Duke University Hospital 
for that in North Carolina. 

Mr. Jonas. They need that training to complete their requirements 
for certification ? 

Dr. Mippteton. That is right, sir. 

Mr. Jonas. It is a general medical training? 

Dr. Mippteron. This is an obligation we assume when we enlist 
residents in the total program, that we give them a rounded exposure. 
We are greatly the gainers so far as the net return is concerned. 


OTHER CONTRACTUAL SERVICES, SUPPLIES, AND EQUIPMENT FOR EDUCATION AND 
TRAINING 


Mr. Tuomas. Break down this $522,300 for other objects. What 
part of it is for fees? 

You have it set forth here, but what is the $522,000 for? Where do 
they go toschool and for how long? 

Supplies and materials, $208,000. What is that for? on 

Additional expenditure for medical equipment and supplies 1s 
shown. 

You show effective operation of 98 existing medical illustration 
laboratories. What is that? 

Dr. Mippteron. In a number of our hospitals— 
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Mr. Tuomas. When will you get them equipped? You have been 
spending a lot of money for the last 3 years—$188,000.in 1959, $201,000 
: in 1960. 
Dr. Mippteron. That is right. 
Mr. Tuomas. $208,000 in 1961. You have a lot of money tied up 
. | jnsupplies and materials. That should not be a recurring item every 
year. 
” Dr. Mippteron. Of course, supply and equipment for illustration 
goes into that. 
Mr. THomas. What is that? 
| Dr. Mipptetron. Supply and equipment? Do you speak of equip- 
ment or supplies and materials? 

Mr. Tuomas. There is not much difference. 

Dr. Mippiteton. Supplies and materials will be recurring. The 
equipment will be going through periods of replacement by reason of 
wear, obsolescence, and so forth. 

Mr. Tuomas. There is an increase of $31,000 for equipment, sup- 
plies, and services for the laboratories. 

Dr. Mippteron. Medical illustration laboratories. 

Mr. Tuomas. How do you break down the $522,000 for other con- 

‘ tractual services ? 

P Mr. Baker. Visits by medical authorities, $40,400; tuition and reg- 
istration for full-time staff, $145,300; lectures for medical and dental 
residents, $41,200; tuition for residents, $67,000; lectures for full-time 


. a). = a 


to get one of my folks there and they are always full. How do you 
get your people there? 
Dr. Mippieron. They are graduates and simply taking courses for 
ts lectures that are required for thei ‘ir training. 
Mr. Tuomas. How long is the period of training? 
Dr. Mippteton. Three - years in most subjects, 4 years in surgery. 
Mr. Tuomas. You do not send one of your practitioners to school 
st for 3 and 4 years, do you? 

8, Dr. Mippteron. No, sir. He might go for isolated courses. For 
example, in ophthalmology, or eye surgery, he might be required 
to take certain courses in physiology and in anatomy in his special 

field, and those are not available at our stations and we must send 

them to medical schools for that. 


| 
| staff, $165,000 ; medical illustration, $63,800. 
Q Mr. Tuomas. Where is the tuition money spent? You say it is 
n $67,000. Where is that spent? 
a Dr. Mipptetron. Spent in universities and medical schools for re- 
r quired courses for these residents. 
’ Mr. Tuomas. How do they get into these medical schools? I tried 


at 
MEDICAL ILLUSTRATION LABORATORIES 
do Mr. Evins. Where are the 98 medical illustration laboratories? 
Tell us what they do. 
s Dr. Mippteron. The medical illustration laboratory is a photo- 
” graphic laboratory. There may be some artists on hire to make draw- 
ae ings and to take photographs of tissues of operations. As a matter of 


record and study they have such reproductions in a position where 
| they can be av: ailable for continued observation on a given subject. 
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Mr. Evins. You do not rotate them but have them in almost aj] 
of the hospitals? 
Dr. Mippteron. In 98 out of 170 hosiptals. 


INPATIENT CARE 


Program and financing 


es 


| | 
| 1959 actual | 1960 estimate me 1961 estimate 
| 

| 


—$—— | silane — 





Se 


Program by activities: 
Operating «osts: | 
1. Maintenance and operation of hospitals: 


(a) Neuropsychiatric hospitals - | $224, 609,527 | $231, 117,000 | $241, 900, 500 
(6) Tuberculosis hospitals... ; .--| 49,658,254 | 39,277,000 | 40,067’ 009 
(c) General medical hospitals - - | 437,194,438 | 464,087,000 | 476, 148" 009 
2. Contract hospitalization: r 
(a) Civil hospitals --... } 5, 156, 426 4, 809, 000 | 4, 798, 000 
(b) Municipal and State hospitals. 2, 504, 582 2, 242, 000 2, 236, 000 
(c) Federal hospitals--- 6, 946, 021 8, 226, 000 8, 201, 000 


3. Maintenance and eperation of domicilis ary facilities: 
(a) Operation of Veterans Administration 


homes..-- : 3 26, 698, 200 27, 141, 000 28, 400, 000 
(b) State homes. -- 6, 244, 063 | 6, 480, 000 6, 513, 000 
Total operating costs- ; 759, 011 511 783, 379, 000 





Capital outlay: 
1. Maintenance and operation of hospitals 


(a) Neuropsychiatric hospitals s 2, 168, 613 2, 241, 000 2, 298, 500 
(6) Tuberculosis hospitals______-- ea 815, 556 510, 000 | 510, 000 
(c) General medical hospitals - 4,815, 318 5, 521, 000 5, 521, 000 
3. Maintenance and operation of Veterans’ Admin- 
istration domiciliary homes. - - - 456, 759 428, 000 428, 000 
Total capital outlay........-- chiaine a 8, 256, 246 8, 700, 000 8, 757, 500 
Reimbursable costs | 
1. Maintenance and operation of hospitals: (c) Gen- 
eS ene 4, 156, 804 4, 000, 000 4, 000, 000 
Total progr: hee on 771, 424, 561 796, 079, 000 821, 021, 000 
4. Relation of costs to obligations: Costs financed 
from obligations of other years, net (—)_...._.- .| —10, 623, 799 
Total program (obligations) ..........-. aioe 760, 800, 762 796, 079, 000 821, 021, 000 
Financing 
1959 appropriation available in 1958 _ _- taal oltictn a 11, 500, 000 
Advances and reimbursements from— 
meee aks —2, 956, 111 —3, 000, 000 —3, 000, 00 
Non-Federal sources (73 St at. 513) reas re Se —1, 200, 693 — 1, 000, 000 — 1, 000, 000 


Unobligated balance no longer available... .............-.. 1, 174, 042 


Appropriation (new obligational authority) 769, 318, 000 792, 079, 000 817, 021, 000 
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Cost 
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Object classification 























1959 actual | 1960 estimate| 1961 estimate 
—_—__ pe ee ee ee Sa oe eae ~ i i | ie i 5 a 
| qotal number of permanent positions..........-.....--.-...- 115, 331 | 116, 698 118, 476 
| Full-time equivalent of all other positions | 5, 455 | 5, 500 5, 520 
average number of all employees----...-......-----.-.-.---. 119, 460 121, 474 123, 211 
Number of employees at end of year--.-.-- 133, 808 | 136, 004 | 137, 904 
average GS grade and salary... -......-..-.....----2.2..2-2- | 4.3 $4,402) 43 $4,422 | 4.3 $4,465 
Average Salary of ungraded positions.. $5, 086 $5, 257 $5, 370 
, | personal services obligations: Re: _ 
RR: eS th eRe ee. $533, 347, 274 | $548, 536, 000 $567, 663, 000 
Positions other than permanent -...........-...-...-.--.. |} 31,243,165 | 31, 658, 000 31, 638, 000 
Other personal services_._............-- Cintdncangumise os 15, 116, 294 17, 504, 000 15, 461, 000 
) Total personal service obligations.__...................- 579, 706, 733 597, 698, 000 614, 762, 000 
Direct costs 
01 Personal services nie a 576, 522, 151 594, 634, 000 611, 710, 000 
) 02 Travel: 
) Employee..........- Ladi ‘ } 386, 983 400, 000 450, 000 
) Beneficiary - - : : gee a 2, 333, 243 2, 363, 000 2, 297, 000 
03 Transportation of things sa Sate oad 688, 442 696, 000 701, 100 
Shipment of bodies : bis , 203, 531 209, 000 | 209, 500 
) 04 Communication services sani 2, 915, 932 2, 960, 000 2, 972, 500 
) 5 Rents and utility services ee ‘ 11, 616, 812 11, 743, 000 11, 814, 600 
. 06 Printing and reproduction. = Laaisk- ilk 868, 255 878, 000 881, 300 
) 07 Other contractual services ; ‘ . 26, 645, 514 29, 952, 000 30, 646, 500 
: Medical, nursing, and dental fees ; 746, 009 753, 000 754, 400 
08 Supplies and materials ale 57, 805, 313 59, 290, 000 59, 358, 200 
Provisions ; ; 46, 488, 866 47, 030, 000 46, 940, 500 
) 08 Equipment . ss 8, 256, 246 8, 700, 000 8, 757, 500 
11 Grants, subsidies, and contributions 40, 490, 064 41, 760, 000 42, 815, 900 
) 18 Refunds, awards, and indemnities 586, 755 ss 
15 Taxes and assessments 201, 134 206, 000 212, 000 
) 
| Subtotal oe ai 776, 755, 250 801, 574, 000 | 826, 521, 000 
) Deduct quarters and subsistence charges aad 9, 487, 493 9, 495, 000 9, 500, 000 
Total direct costs on w--a<} 767, 267, 757 792, 079, 000 817, 021, 000 
) Reimbursable costs 
: 01 Personal services 3, 184, 582 3, 064, 000 3, 052, 000 
) 07 Other contractual services _. A 153, 898 148, 000 150, 900 
08 Supplies and materials ; 340, 708 329, 000 335, 600 
Provisions - 285, 681 275, 000 280, 500 
> li Grants, subsidies, and contributions : 191, 935 184, 000 181, 000 
) 
Total reimbursable costs : 4, 156, 804 4, 000, 000 4, 000, 000 
Total costs 771, 424, 561 796, 079, 000 821, 021, 000 
Costs financed from obligations of other years, net (— .| —10, 623, 799 
) 
) Total obligations : : ; 760, 800, 762 796, 079, 000 821, 021, 000 
) 


RonDR 2 
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Mr. Tuomas. Let us look now at inpatient care. 


REPLACEMENT OF 


Insert pages 21-21 and 21-22 in the record. 


(The pages referred to follow :) 


INPATIENT CARE 


PASSENGER-CARRYING 





VEHICLES 


Passenger carrying vehicles to be replaced during fiscal year 1961 (94) 


Location 


Sedans (53 
Augusta, Ga.....-... 
Do 
Bath, N.Y 
Do ieee 
Battle Creek, Mich--- 


Do 
Do 


Salisbury, 


oO. 
San Francisco, Cali 


Sepulveda, Calif 

Shreveport, La__-- 

Sioux Falls, S. Dak 

Syracuse, N.¥ ° 
Do 

Waco, Siccieeusecaweeanee 

West Haven, Conn___.....-- 

W ilkes-Bar Pa o 
Do 

Wi j RGA ocaitaubinioin 

Stat n wagon 
Ba N.Y 
( it () 





VA No. 


3702 
6000 
5844 
7512 


7589 


Model 





Make 


} 1 
I 
] 
; 
o 
} ; 
j 
lo 
c 
” 1 
( 





Type 


a 


| Miles 
| Oper- 
ated, 
June 
30, 1959 
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Passenger carrying vehicles to be replaced during fiscal year 1961 (94)—Continued 





pe ef 














| | Miles 
| | oper- 
Location |\VA No.| Model | Make Type | ated, 
| June 
| 30, 1959 
_— 
| ee: | 
Ambulances (21 | | | | 
Battle C reek, 1 TR lle gts 4162 | 1948 | Packard_-_- Ambulance_..___.--- | 27,093 
Te Nas swig a mene 8280 | 1949 | Cadillac._.-- it itinictnninaeskaael 57, 084 
Danville, Ill. de a cubaceul (Geen Eeae 1 Peererd...... do. é ---| 37,484 
wh Dageon, Onio............ .----| 10018 | 1947 Cadillac._...-- do. ---| 32,373 
} Des Moines, Iowa__...........----| 2737 | 1948 | Packard.-.--- Diininass -| 53,211 
les Dublin, Ga oe | 10067 | 1950 | Cadillac___-- do . . 78, 389 
oT. Fargo, N. Dak. Pet see 7825 1952 Packard - Os odes 36, 902 
d, Fresno, Calif_. : 4 aah 7633 | 1956 | Cadillac do. 4 67, 481 
ne Grand Island, Nebr-. 4601 | 1949 .do. GOis scec ante | 113, 600 
959 Hines, Il_- . 2135 | 1952 .do SOD cnt sasdaete ere 47, 324 
= Marion, Ind_- 5806 1951 | Packard_-- lag 21, 459 
Martinsburg, W. Va lhl 7303 | 1954 Cadillac__- 6 ig bic einncdeeues 74, 815 
Mountain Home, Tenn----..-- _| 9412 1949 ao... $05 ee | 49,068 
Oteen, N.C_- So 2985 | 1949 fe as 3 6:2. 279: S | 75, 807 
Perry Point, Md___--- woe te a ee. ee Wn ome oeiien eee |} 11,190 
Poplar Bluff, Mo.._..- -| 4592 | 1949 | do Oo 22 ee | 32,383 
Roseburg, Oreg | 4562] 1947 |__--- A0s as ee | 58, 146 
Togus, Maine. - oo | Ga saeee bese do lepine | 76, 666 
Tueson, Ariz. 5423 | 1947 : do do. | 73,819 
Waco, Tex 4067 1947 do do 36, 108 
D7 White River Junction, Vt 7090 | 1954 .do CE certs 62, 485 
434 Buses (15 
ou American Lakes, Wash._- 3 | 557 1950 Reo 29-passenger bus- 76, 878 
792 Bedford, Mass . .-| 6887} 1950 dc ae 84, 252 
041 Chillicothe, Ohio_. 6431 1949 do do 51, 945 
101 Danville, Il 10276 1949 International lo 80, 671 
387 Downey, Ill 5543 1950 Reo 10 78, 304 
787 | Hines, Ill 2483 | 1946 International 1 28, 681 
941 Marion, Ind 6048 | 1950 Ford lo 40, 008 
938 | Murfreesboro, Tenn 5530 1950 Reo ‘ kk : 110, 000 
779 Perry Point, Md 2602 | 1945 Seer Tae 37-pas: enger bus 67, 093 
27¢ Re noke, Va 7263 1952 cco 29-passenger bus. - -- 100. 949 
433 Sunmount, N.Y 6899 | 1945 International 5-passenger bus. - -- 31, 982 
783 Tomah, Wis 10247 1950 Reo 29-5 enger bus 73, 375 
147 Tuscaloosa, Ala 6406 1950 do 39, 433 
952 Waco, lex 6408 1950 do 42,043 
49 Whipple, Ariz 2732 1942 International 65, 791 
303 
mR SS oe etek on s iia — pninetbah 
on Mr. Tuomas. Let us look at 21-1, a fine table showing your 
f 


inc reases 


The record should be clear that this $24.942.000 indicated on this 


table, the increase over last year, will bring this year’s appropriation 
request to $817,021,000 for inpatient care, and it reflects a deficiency 
of $9 million. 

Mr. Baxer. The net increase is $17,942,000, 
the $9 million supplemental requested. 

Mr. THomas. This shows you had for 1959 in the hospit: als 1 
employees. That increased to 


after giving effect to 


118,492 





120,470 in 1960, and it goes up to 
122.152 in 1961, which is an increase of 1,682. 
a7 
08 
444 
192 
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COST SUMMARY BY OBJECT 
We shall insert pages 21-1 through 21-3 in the record. 
(The pages referred to follow:) 


Cost summary by object 


over 1960 


| Actual, | Estimated, Estimated, Increase (+) 
| fiscal year fiscal year fiscal year | or decrease 
1959 1960 1961 (—), 1961 








Average employment: 118, 492 120, 470 | 122, 152 | +1, R92 
V.s employees 5 eatin puibashoeues | 117, 531 | 119, 474 | 121, 156 | +1. 889 
Average salary a i ‘ $4, 861 $4, 981 $5, 003 | +$29 
Consultants - . 961 JU 906 |... a 
' 
Costs by object | } 
01 Personal services.--- kon | $579, 706, 733 | $603, 648,000 | $614, 762,000 |+$11, 114. 999 
Consultants............. ‘ 8, 332, 327 (8, 607, 000 (8, 575, 000 — (32, 000 
02 Travel | | 
Employee... .---- : 386, 983 400, 000 450, 000 +50, 000 
Beneficiaries _-. ; 2, 333, 243 | 2, 363, 000 2 997 000 —66, 000 
03 Transportation of things 891, 973 65, OOO 910, 600 +5, (00 
04 Communications. _. 2, 915, 932 2, 980, 000 2, 972, 50 +12, 500 
05 Rents and utilities ll, 11, 743, 009 11, 814, 600 +71 Gy 
06 Printing and reproduction 878, 000 881, S00 4.3. 209 
07 Other contractual! services. _--- 27, 545, 42 30, 871, 000 37 RK) 6, 680. 800 
Contract hospitalization 14, 607, 020 (15, 277, OOF (15, 235, 00 (42. 009 
Employees Insurance (Public Law 
598 and Public Law 86-382) _. 1, 757, 281 , 824, 000 8, 505, 50) (6, 681, 500 
08 Supplies and materials 104, § , 106, 924, 000 106, 914, SOK 4, 200 
Pfovi 47. 000 47, 221, OK R4 KK 
09 Equipmen 8. 700, 000 8, 757, +-57, 500 
1 Grant idie¢ itributior 42, 302, O00 42, G06, WO +94, 900 
€} e ret I 35. 822. Ou i. 483. GOK Onn 
State homes 6, 4580, OO 6, 4 4M + (33, 00 
13. Refunds, awards, and indemnities 586, 7 
15 Ta es ind Ist ssments... a i t4 20H, UF eid, (AM) ~ THK) 
Total gross costs a 7RO, 912 4 S11, wy 5 9 My 8, 621, 000 
Less: Q.S. & L 9, 487, 49 1, 495, 0 1, BOO, OOM 5, 00K 
Net total costs : 771. 424. 561 S02, 405, OU x21 21. OM +18. 616, 0K 
Les 
Reimbursement received { 804 4, 000, OO 4, 000, OM 
Proposed sul ement 6, 326, OF 26, OM 
Costs fin ed from obligations of other ye 
, : aT 
\ { ¥ t i ] 74,042 
opriation or estimats 769, 318, GOL 792, O79, OOO S17, 021, 000 + 24, 942, 000 


This appropriation provides for expenses necessary for maintenance and op- 
eration of Veterans’ Administration hospital and domiciliary facilities and for 
the care and treatment of eligible beneficiaries in contract hospitals and State 
home facilities. 

PROGRAM NOTES 


During fiscal year 1959 the Veterans’ Administration operated 171 hospitals 
(including separate divisions of consolidated hospitals) and 17 domiciliaries. 
Operating bed averages of 120,489 in hospitals and 17,454 in domiciliaries were 
maintained, in which care and treatment were provided to average daily bene- 
ficiary loads of 111,050 patients and 16,842 members. In addition, care and 
treatment were provided to average daily beneficiary loads of 3,053 patients in 
civil, State, and other Federal hospitals and 9,678 members in State homes on a 
contract reimbursable basis. The total average daily beneficiary load receiving 
care and treatment under the inpatient care appropriation in fiscal year 1959 
was 140,623. 

An important milestone in the history of the Veterans’ Administration was 
reached in fiscal year 1959 in connection with the hospitalization of the Nation’s 
veterans. On February 26, 1959, the President of the United States set forth 
a clear-cut policy under which the Veterans’ Administration will operate its 
hospital system at an authorized level of 125,000 beds. This authorization was 
established consistent with the following four policies, governing future Presi- 
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dential approval for construction or acquisition of Veterans’ Administration 
hospital beds. 

(1) Continuance of complete, high-quality hospital care for all veterans in 
need of such care for service-connected disabilities. Such care will be provided 
in hospitals of the Veterans’ Administration, other Federal hospitals, and State 
and local community hospitals in the discretion of the Administrator. 

(2) Continuance, within the capacity of the 125,000 authorized beds in Vet- 
erans’ Administration hospitals, of the care of war veterans with non-service- 
connected disabilities, recognizing that basic responsibility lies with other gov- 
ernmental jurisdictions for providing hospital care for all citizens who are 
unable to defray the expense of hospitalization. 

(3) Shifting of beds or hospitals from one type of use to another by the Ad- 
ministrator of Veterans’ Affairs as may be permitted by law and advances in 
medical treatment. 

(4) With the approval of the President and subject to the availability of funds, 
construction to provide beds or hospitals for replacement and modernization 
or to compensate for major geographic shifts in veteran population, all within 
the overall total of 125,000 authorized beds. 

The total bed authorization is based on the present structural capacity of 
each of the hospitals with adjustments for approved future hospital replace- 
ment and modernization projects. As of June 30, 1959, the rated bed capacity of 
the VA hospitals was 123,666, of which 3,314 were unavailable on that date for 
the following reasons : 


In process of activation __ seat Wh thts keh eens dank is ieee SS 108 
Space for beds undergoing construction or maintenance activity- ad 308 
Difficulty in recruiting required personnel___ ieee ewegeea a 178 


Type of bed not required—no patient demand ; , : 2, 220 


—— ty kee 


Pending deletion from rated capacity- oT. Mel ee 5) gd. Bo 315 
Other reasons such as space to quarter ‘member r employes es_ wae Bs ates 185 
Total. eesti 4 re Tchad : cicada snsatas On ee 


The flexibility granted by the President's policy enables the agency to meet 
changes in hospitalization demand more promptly. For example, in fiscal year 
1960 five VA hospitals (Batavia, N.Y.; Fort Bayard, N. Mex.; Tucson, Ariz.; 
Whipple, Ariz.; and Walla Walla, Wash.) have been redesignated as G.M. & S 
instead of TB hospitals; a domiciliary facility has been activated at the Dublin, 
Ga., hospital; and the number of hospital beds in operation and the number of 
veterans receiving care and treatment have continued to rise. In fiscal year 
1961, the agency plans to operate 967 more hospital beds and maintain 550 higher 
average daily patient load than during the fiscal year 1959. 

Fiscal year 1959 workload data relating to the Veterans’ Administration in 
patient care medical program illustrates the scope of this program. 


| 
Fiscal year | Fiscal year | Beneficiaries| Fiscal year 


1959 ad- 1960 dis- remaining 1959 average 
missions charges June 30, | beneficiary 
1959 load 

VA hospitals___.. ee Saad 492, 188 493, 935 108, 137 111,050 
et a ete ee 20, 376 18, 964 16, 477 | 16, 842 
I 29, 240 25, 580 | 2, 668 3, 053 
State homes______ - astvatathe. th 8, 702 8, 822 9, 363 9, 678 
Total....._- fs Wp ese A oh Seton — 550, 506 | 547, 301 136, 645 140, 623 


125,000-BED POLICY 


Mr. Tuomas. Look at this table at the bottom of 21-3. It breaks 
down the workload. 

At the top of the page it states the total bed authorization is based 
on the present structural capacity of each of the hospitals with adjust- 
ments for approved future hospital replacement and modernization 
projects. As of June 30, 1959, the rated bed capacity of the VA hos- 
pitals was 123,666, of which 3,314 were unavailable on that date. 
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That gives you 120,352 available beds as of June 30, 1959. This 
table sets out what is happening to your 3,314 beds. 

On page 21-2 let me point out something to you again that is worth 
remembering. 

During 1959 the Veterans’ Administration operated 17 1 hospitals, 

An important milestone in the at of the Veterans’ Administra- 
tion was reached in fiscal year 1959, in connection with the hospitaliza- 
tion of the Nation’s veterans. Th February 26, 1959, the year the 
President did some legislating, the President set forth a clear-cut 
policy under which the Veterans’ Administration will operate its hos- 
pital system at an authorized level of 125,000 beds. 

If that is not legislation I do not know what is. 

This authorization was established consistent with the following 
four policies, governing future Presidential approval for construction 
or acquisition ‘of Veterans’ Administration hospital beds. 

I thought Congress laid down that policy. 

Mr. Wurrrier. Actually, I think all Presidents have had the right 
to authorize the number of beds. 3 

Mr. Tuomas. There is one little clause in the authorizing lan- 
guage—“Subject to the approval of the President.” . 

Mr. Monk. That is on hospital construction ; that is right. 

Mr. Tuomas. I do not know why that gives him authority to set 
the bed limit, though, even with that. That is certainly a congres- 
sional jurisdiction and certainly should be a congressional policy. 

Mr. Wuirrter. I will say this about it: It was done after lengthy 
congressional hearings before the Committee on Veterans’ Affairs, 

Mr. Evins. Off the record. 

(Discussion held off the record.) 

Mr. Evins. Earlier you pointed out there were a little less than 
3,000 beds not being used. 

Mr. Wurrttrr. It is really 3,314 beds. 

Mr. Evins. Yes, a type of bed not required; no patient demand. 

Explain that for the record, Mr, Administrator. 

Mr. Wurrtier. Doctor, perhaps you had better explain this. These 
are the questions which interested the other committee. 

Dr. Mippteron. The beds not required are in areas where there is 
not a demand for them, of course. We can take any of the sites you 
might select and tell you what the requirement was for beds in that 
area. 

I would prefer to take an example of one which was relinquished to 
the Air Force the 1st of July 1959. When the 162-bed hospital in 
Minot, N. Dak., was falling in its requirement for utilization, there 
was no patient demand in that area. We had gradually cut down toa 
very low number and then built up gradually to 82 beds. 

The Air Force, requiring a hospital in that area, negotiated, and we 
transferred the hospital to its control, maintaining for our own use 
50 beds at that location. Under the new policy of the 125,000 author- 
ized bed limit, there is that flexibility given the Administrator to place 
beds where he could use them. 

They were placed in the planning for the Washington replacement, 
as a 710-bed hospital rather than the or iginal level of 500 beds. 
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WORKLOAD AND AVERAGE DAILY PATIENT LOAD 


Mr. Tuomas. Insert pages 21-6 and 21-8 in the record. 
(The pages referred to follow:) 


The fiscal year 1961 inpatient care appropriation request provides for the fol- 
lowing major program changes from fiscal year 1960 levels: (1) Increase of 833 
operating beds and 254 average patient load in VA hospitals; (2) activation of 
the new 1,000-bed neuropsychiatric hospital at Palo Alto, Calif.; (3) increase of 
100-member employees in VA hospitals; and (4) increase of 50 average member 
joad in State homes. 

Comparative fiscal year distributions of workload data for the major programs 
are as follows: 

Patients and members 





1 | } 1 
Actual, Estimated, Estimated, | Increase (+) 
fiscal year | fiscal year fiscal year | or decrease 
| 1959 1960 1961 | (—). 1961 
| | over 1960 


a oe oe 111, 050 | 111, 346 | 111, 600 | +254 
VA domiciliaries '_- ee eee 16, 842 | 16, 750 | 16, 850 | +100 


Contract hospitals . -- FN ieee 21 Ba 3, 053 | 3, 050 | re ood ; 
i ntbibtbetddicseweriwebeaeieescaae -_ 9, 678 9,700 | 9, 750 | +-50 
ee be Bi nS Re | 140, 623 140, 846 | 141, 250 +404 





1 Includes member employees in VA hospitals. 


Average operating beds in VA facilities 





Actual, Estimated, Estimated, | Increase (+) 
| fiscal year fiscal year fiscal year or decrease 
1959 | 1960 1961 (—), 1961 
} over 1960 
Neuropsychiatric hospitals. _................._.| 55, 364 55, 205 55, 932 
Tuberculosis hospitals.....................-._. | 7, 213 5, 574 5, 554 
General medical and surgical hospitals eee ae 57,912 | 59, 844 59, 970 | 
|————__| dn | svtonipiiad 
Subtotal, hospitals....................4.. 120, 489 | 120, 623 | 121, 456 | 83: 
eS dicdiind Ging downs ininge amc s oe | 17, 454 | 17, 448 17, 387 | —61 
a Vane. 137, 943 | 138, 071 138, 843 | +772 
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aesrage daily patient load in VA hospitals 

















] et 
i Actual, a. | Rs Estimated, Est imated, Increase (+) 
| fiscal year fiscal year | fiscal year . decrease 
1950 | 1960 | 1961 
—), 1961 
| a 1960 
=| om — | —uiateaeuchihtines 
| | | 
VA hospitals, total: 
eR A ete ee LS | 56, 468 | | 56, 380 | 56, 667 +297 
Tuberculous-psychotic patients hod 1, 194 | 1, 090 O85 —~105 
Tuberculous patients seen 8, 857 | 8,060 | 7,315 | ~145 
Neurologic patients 4,854 | 5, 025 5, 190 4185 
Medical and surgical patients 39, 677 40, 791 41, 443 +659 
eanuntit bp Settee spendin ott 
Total patients 111, 050 111, 34 111, 600 | 4354 
| — 
Neuropsychiatric hospitals 
Psychiatric patients : 49, 208 49, 054 49 
Tuberculous-psychotic ps atients oft RRS 
Tuberculous patients............._- 15 35 
Neurologic pe atients eee 5&5 660 
Medical and surgical patie cs 1, 620 1, 684 1 
Total patients 12, 424 52, 318 2 
Tuberculous hospitals 
Psychiatric patients =o 33 
Tuberculous-psychotic patients 
Tuberculous patients 4, 299 3, 381 | 2, 
Neurologic patients peace 59 75 | 
Medical and surgical patients 2,015 1, 499 1,7 
Total patients 6, 406 4, 955 4, 
General medical and surgical hospitals 
Psychiatric patients 7, 227 7, 326 7 
Cuberculous-psychotic patients 228 205 
Tuberculous patients 4,513 4, 44 1 
Neurologic patients 4,210 4, 290 4 
Medical and surgical patients 34, 042 37, 608 37 7 
dict danionnanecitneie 52, 220 1, 073 | 4. 14 +74 
Mr. Tuomas. These pages show the patient load and total VA hos 


pitals and then breaks it down into the various categories. 
Where do you have your other objects? 


Dr. MIppLETon. 


21-11 shows the detail. 


Mr. THomas. Page 21-13 shows an explanation of the increase. 
You show explanation of $1 million decrease by transfer to out- 


patient cs 


re appropriation. 


The transfer of $1 million from the inpatient 


care appropriation is requested. 


hospitals now incurring annual costs of $ 
patient program will have such costs fin: anced direc tly from the out- 


patient care appropriation in 1961. 
992 


You have a request for $4 
You have $4,293,000 required for 254 additional average daily patient 
load and 833 operating beds in VA hospitals, 50 inc reased_ average 


daily member 


load in State homes, 


This transfer 


and 817 


care to outpatient 
contemplates that 13 


$20.000 or more for the out- 


medical, 


That is a decrease, therefore. 
,.000 for increased workloads. 


surgical, and 


neurological patients will be maintained in lieu of TB patients. 


ACTIVATION 


OF 


NEW PAI 


AD 


ALTO 


Where will you get those additional beds? 


Mr. WIseE. 


Mainly i in Palo Alto. 


Mr. Tuomas. When will it be ready ? 


Mr. WIsE. 


The Ist of July. 


HOSPITAL 


Mr. Tuomas. You will not take patients for how long? 
Mr. WIsE. 240 ps atients on the first day and there will be full activa- 


tion at the end of 1 year 
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Mr. THomas. You are setting up a full year’s cost here, are you not ¢ 

Mr. Wise. No, sir. 

Mr. Tuomas. Increased employment of 685.. Where does that come 
from 

Mr. Baker. 685 average employment increase is spelled out at the 
bottom of page 21-13, 700 in NP hospitals for an increase of 727 oper- 
ating beds and 307 patient load; 40 less average employment in TB 
hospitals for a loss of 129 average daily patient load. 

Then you have 25 additional employees in GM and § hospitals for 
increases of 126 average operating beds and 76 patient load. 

Mr. Tuomas. You have set up nothing for Palo Alto, have you? 

Mr. Wiser. Yes, included under paragraph 3A for the NP hospitals. 

Palo Alto will get the lion’s share of the additional 700 employees. 

Mr. THomas. You are really looking for 1,385 new employees, then, 
are you not ? 

Mr. Wise. No. 

Mr. Baxer. The total of 685 consists of the 700-plus in item A, 25 
plus in C, minus the 40 in item B, soit is a net of 685. 

Mr. Tuomas. Where are the 700 going, to Palo Alto? 

Mr. Baxer. Principally. That is where the major increase will be. 

Mr. THomas. You will not need them on a full 12-month basis, will 

ou? 

7 Mr. Baxer. There will be considerably more than that at the end 
of the year. 

Mr. Tuomas. What is the full complement of people at that 
hospital ? 

Mr. Wise. It will run about 1,200 at the time it is fully activated. 

Mr. Toomas. 833 beds, about 1,200 employees? 

Mr. Wise. One thousand beds at the time it is fully activated. 

Mr. THomas. You intend to activate during the fiscal year only 833 
beds and that will be on a sliding scale ? 

Mr. Wisr. Average number, sir. 

Mr. Tuomas. You will not need 700, then, for fiscal year 1961, will 
you! 

Mr. Jonas. Where will you get these patients? 

Dr. Mippteron. These beds will absorb some of the waiting lists in 
California at the present time. We will then be doing remodeling 
at the presently existing Palo Alto NP hospital, so it will mean a 
marked limitation of numbers there as it is remodeled and the major 
shift will come from that source. 

Mr. Jonas. How many will come from that source? How many 
will you move from other hospitals to Palo Alto? 

Dr. Mippteron. 240 from the old facility. There will be 240 for 
the first stage of that modernization program. 

Mr. Jonas. You will move 240 patients to Palo Alto? 

Dr. Mippieton. From the existing hospital at Palo Alto. There is 
another hospital at Palo Alto. 

Mr. Jonas. It will be disbanded ? 

Dr. Mippieron. No, sir; modernized, and we will move 240 in the 
first stage of modernization from the old NP hospital to the new one. 

Mr. Jonas. What are you converting the present hospital into? 

Dr. Mippteton. No conversion, but maintenance of an NP hospital. 

Mr. Jonas. You plan to retain that ? 
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Dr. Mippteron. Yes, sir. It will havea reduced population to bring 
it in line with modern standards of space. 

Mr. Jonas. The majority of the patients at the new hospital wij] 
be from the waiting list ? 

Dr. Mippieton. Yes. 

Mr. Jonas. And there will be non-service-connected cases ? 

Dr. Mippteron. In the main. Those on the waiting list are nop. 
service connected ; you are right. 


ADDITIONAL STAFFING REQUIREMENTS 


Mr. Tuomas. $5 million isshown here. The doctor referred to that 
in his statement this morning. This is shown on page 21-16. 

I tried to get a patient from my section of the country in for chronic 
illness and they wouldn’t take him. W hy do you ne ed this $5 mil- 
lion? How have you been operating without it? 

Dr. Mippteton. We have not been operating as well as we might 
a You will recall this morning I c: alled attention to the desir. 

ility, indeed, the necessity, of improving the staffing. 

Mr. Tuomas. I recall. 

Improved physical facilities: This is scheduled for completion to 
24 hospitals. This generates requirement for additional employees, 

I wrote here, “The better the equipment the more need for em- 
ployees.” 

Dr. Mipptreton. And the better the care. 

Mr. Tuomas. I agree with you. You are not worried about that cost. 


AVERAGE SALARY INCREASES 


You are paying an additional $12,348,000 for average salary in- 
creases. You have two items here, have you not? 

Mr. Monk. That is right. 

Mr. Tuomas. In-grade promotions and health insurance? 

Mr. Monk. Yes, sir. 

Mr. Tomas. Break it down 

Mr. Monk. About 50-50. 

Mr. Wise. The bottom of 21-18 breaks that down $5,700,000 for 
annual average salary increases and $6,648,000 for employee health 
insurance costs. 

Mr. Tuomas. It is broken down into two parts, half and half. You 
have no control over the health insurance and these are automatic 
promotions. . 

You are seeking $12 million for automatic wage increases. That 1s 
not a firm figure. We gave you some money the other day for your 
current needs. 

Mr. Monk. $9 million for 1960 fiscal year. 

Mr. Tuomas. This goes into the tail end of fiscal 1960. Increase 
has not gone into effect so this is an item that can wait. 

Mr. Monx. These are not wage board increases. These are classi- 
fied salary increases. Wage bo: ard increases in 1961 we will have to 
come back for. 

Mr. Tuomas. The Civil Service Commission has not promoted them 
yet. This is anticipated. 
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Mr. Monk. It is automatic because of the civil service regulations 
for in-grade increases after the employee has served a specified length 
of time. 

Mr. Tuomas. Is this a firm figure ? 

Mr. Wise. This is firm and accrued through July 31. 

Mr. THomas. How many people are involved ? 

Mr. Baker. All employees. Other than wage board, there are about 
80,000 classified and professional employees. 


EQUIPMENT 


Mr. THomas. What about this equipment f Is this covered in your 
equipment account to start with? Is this absolutely replacement al- 
together 4 

Mr. Baxer. It is all replacement equipment in the hospitals. 

Mr. Tuomas. How much money is involved ? 

Mr. Baxer. $8,757,000 is our request for 1961. 

Dr. Mipptetron. Might I call your attention to a circumstance over- 
looked too frequently? In taking over our hospitals from Army and 
other sources we took their equipment. Just today I read, before I 
came over to this meeting, a plaintive appeal from one of our ablest 
pathologists saying that his equipment which was left by the Army 
at his hospital was so obsolete that he could not do the quality of work 
of which he was capable and he was unable to retain his staff for 
the same reason. 

MINOR IMPROVEMENTS 


Mr. Tuomas. I see here you will make your own minor improve- 
ments under $5,000. 

Where is the source of this fund ? 

Mr. Baxer. The amount between $2,000 and $5,000 per project 
heretofore has been in the “Construction of hospital and domiciliary 
facilities” appropriation. 

Mr. Tuomas. Is this an operating expense? 

Mr. Baxer. Yes, sir. The $2,000 limit was established back in the 
late forties. 

Mr. Tuomas. This will come out of inpatient care, then. 

Mr. Monk. That is right, but it does not amount to very much. 


EQUIPMENT REPLACEMENT 


Mr. Tuomas. Where is the figure on your replacement of equip- 
ment ! 

Each station was requested to submit a 5-year plan for equipment 
replacement. Where is the figure on that and how much is it? You 
said $8,750,000 before. Where do you set that out ? 

Mr. Monk. For repair of equipment and maintenance—— 

Mr. Tuomas. I refer to buying new equipment. 

Mr. Baxer. Table 21-11 under object 09, $8,757,500. 

Mr. Tuomas. How much of an increase is that over last year? 

Dr. Mippteton. $57,500. 

Mr. Tuomas. What is your total for 1960? Is it $8.7 million ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. How many installations is this going into? 
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Mr. Monk. 170. 
Mr. Tuomas. What isthe nature of the equipment / 
Do you have any idea what it is for? 
Mr. Wise. All equipment, or any item over $50 used in the medica] 
program and includes building services equipment. 
Mr. Tuomas. Do you buy this from Merchant O’Neil / 
Mr. Wise. Most of it. 
Mr. Tuomas. You have $25 million in that fund. Who will pay 
for this? ; 
Mr. Wiser. Inpatient care appropriation. 
Mr. Tuomas. Is this part of the $8 million here? 
Mr. Monx. That will be largely in personal services. 





OTHER ESSENTIAL STAFFING INCREASES 


Mr. Tuomas. Insert 21-16, 21-17, and 21-18 in the record. Also 
insert 21-35. 
(The pages referred to follow :) 


5. Explanation of $5 million request for other essential staffing increases 

An increase of 962 average employment with estimated salary cost of $5 
million is required for reasons other than changes in the number of composition 
of patient or member loads. 

The advancing age of the veteran population portends increased freezing of 
beds by veterans with chronic illnesses. Thus, the ability of the agency to 
meet both current and future demands for hospitalization of eligible veterans 
is dependent on the provision of sufficient treatment staff to accelerate admis- 
sions and discharges within the framework of remaining beds. 

Improved physical facilities scheduled for completion before the close of fisea] 
year 1961 at 24 hospitals generate a substantial requirement for additional 
employees. The construction of many of the new treatment buildings is char- 
acterized by more nursing stations, dining, recreational, and therapeutic areas 
for the same or a lesser number of patients, all resulting in the need for more 
treatment and supportive staff. For some of the facilities only janitorial serv- 
ice will be required. In all cases, however, additional staff must be provided if 
the facilities are to be properly maintained and used for the purpose for which 
they are being constructed. 

The domiciliary program remained static for many years until the advent of 
the planned living program. Advancement of preventive medical and rehabili- 
tation programs now make possible changes in the domiciliary climate. It is 
planned to provide the needed changes through the following basic approach: 

(a) Sereening of applicant (by social workers) to insure positive plan- 
ning for veterans with potentials for continued community living. Such 
assistance will be provided at a point of contact nearest the veteran's 
home community or at the domiciliary. 

(b) Rehabilitation measures necessary to maintain maximum self-help. 
Positive program of preventive medicine to prevent or minimize further 
deterioration. 

(c) Program designed to provide motivation toward resocialization and 
return to the veteran’s community. 

Attainment of these domiciliary program goals, will require additional per- 


sonnel, consisting of physicians, social workers, psychologists, practical nurses, 


podiatrists, and other direct treatment personnel. 
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Distributions of the additional average employment and funds requested for 
the above reasons are as follows: 





| Average | Cost 
| employment | 
NP hospitals. -....-.-.--- he ciahic aie ciate Sees oadlites aa ta 300 | $1, 533, 000 
’B hospitasl . .......-...---.------ wane catedesaks<cdiebaouidaud save on 0 321, 000 
M&S. hospitals. -.......-.--- weer dunn “avid thes aen 422 2, 285, 000 
All hospitals_......- inhgaoe hebGE dchbebp onde sda Radeiieda een See 782 4, 139, 000 
DINE ION . 2c n ce nennncnernwenerenesaceconscesecere idelltiad sc mbinaacitians inteleheal 180 861, 000 
lh al Ee RE ae iii tintin eda 962 5, 000, 000 


——_— 7 — ae “ —— — 


To provide for medical advances and to reduce waiting lists to manageable 
proportion, the agency’s ultimate requirements for VA hospital staff are: 1 em- 
ployee per psychiatric patient; 1.5 employees per tuberculosis patient ; 2 employ- 
ees per G.M. & S. and neurologic patient. 

The staffing ratios provided by the overall requested increase of 1,682 employ- 
ees for the inpatient care appropriation in fiscal year 1961 are well below the 
agency’s staffing ratio objective. The requested increase is consistent, however, 
with the agency’s ability to recruit qualified personne! at present pay seales for 
professional and supportive treatment staff. The staffing ratios proposed for 
fiscal year 1960 and fiscal year 1961 are as follows. The increase proposed for 
fiscal year 1961 would permit nominal increases toward meeting the medical 
objectives. 

Staffing ralios by type of patient 






Change fisca 
Fiscal 5 Fis i vear 1961 
1969 | 1061 er fis 

| year 1960 
me | ee 
Psychiatric * i | 0. 72t 0. 72 +). 006 
Tuberculosis (inchiding TB and NP : 1. O80 1.09 + O10 
G.M. & 8. (including neurological and long-term care) 1. 440 1. 453 + 013 
4] patients ca 1. O4¢ 1. 057 + O11 
Domiciliary members ; 239 250 +,.011 


Staffing ratios by type of hospital 





Change fiscal 
Fiscal year Fiscal year year 1961 
1969 1961 over 11 
year 1960 








fise 


NP hospitals - - . : sili teigubalacei 0. 725 0. 739 +0. 014 
TB hospitals bate sicteiapelidtek ini 1. 248 1. 282 +. 034 
G.M, & 8. hospitals - eine ake ea 1. 339 1. 346 +. 007 
All hospitals... __- - aad aiitaiaitonemtaddaces 1.046 1. 057 +. 011 


6. Haplanation for $12,348,000 request for annual average salary 
increases and Public Law 86-382 employee health insurance costs.— 
Average salary increases resulting from within grade salary advances 
and reclassification of positions have become increasingly difficult 
for management to cope with in the face of other rising costs. The 
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rast majority of personnel employed in the agency’s medical pro- 
grams are career workers. Employee turnover does not offset. the 
rise in salary costs. Periodic pay increase and civil service job re- 
classification costs alone have increased the annual salary rate for 
inpatient care program during the past 5 fiscal years by an average 
of $86 per year over the average salary amounts provided in the 
President’s budgets for those fiscal years. 

The fiscal year 1961 columns of the estimate include an additional 
$5,700,000 for inpatient care programs to prov ide an average salary 
increment of $44 toward the cost of these pay increases. In comput- 
ing this increase, no amounts are included for job reclassifications 
having effective date subsequent to July 31, 1959. It is estimated 
that 1,150 of the average number of employees working in VA hos. 
pit: als and domiciliaries in fiscal year 1960 cannot be retained on the 
rolls in fiscal year 1961 unless the $44 increment requested for aver. 
age salaries is provided. Savings from the 1 less workday in fiscal 
year 1961 will partially offset this increment. 

The fiscal year 1961 columns of the estimate also provide $6,648,000 
additional for the Government’s share of Public Law 86-382 employee 
health insurance premium payments. Cost-estimates for this pro- 
gram have been computed in accordance with instructions contained 
in Bureau of the Budget Bulletin No. 60-3 dated September 29, 1959, 
which apply to estimates for employee health benefit costs in all Fed- 
eral agencies. 

Distribution of the requested increases are as follows: 


| Public Law | 
Annual 86-382 
| average | employee Total 
salary health 
| increases insurance 
| | costs 
Slept ean ainsi . iencesiiocaaied aha canned 
RT a a a oa eae see $1, 84, 000 $2, 130, 000 $3, 934, 000 
a ne Uo bthudenie ae So Loi eee | 294, 000 | 336, 000 | 630, 00 
Ie a cit hence | 3, 414, 000 3, 956, 000 | 7, 370, 000 
ees 5, 512, 000 6, 422,000 | 11, 994, 000 
Domiciliaries.-.........-. cise ce ee dcamccateoes oewaee | 188, 000 226, 000 | 414, 000 


a a i Nether taal lial — 5, 700, 000 | 6, 648, 000 12, 348, 000 











509 





006 “S6F ‘9-+- 
006 
008 
009 
oOoL 
00g 
00g 
00F 
OOL 


00+ 
00% 
006 ‘OI+- 


000 ‘9¢+ | 
00g “944 | 


008 ‘21+ 
008 “¢ 

008 ‘¢+- 
00g+ 

006 ‘9I— 
006 ‘¢9— 
000 ‘6+ 


000 ‘#61 ‘OI+ 
OOL *91Z '¢ 
008 “St+ 

000 “¢82 ‘I+ 
OOF ‘922+ 
002 ‘Z¢8+ 
008 ‘“SII+ 
009 ‘F86 ‘I+ | 
000 ‘ze$— 





0961 J9A0 [96T 
asboiu] 


(—) 8SBIIVBp JO 

















006 ‘Ft 


006 ‘OFF 


OOS 
Of 


00L 
00¢ “SLT 
008 “ORL 
O09 *< 
00k 





UU6 
000 * 
00€ 


OOS 
O08 ° 


OOT “ZIZ 
OOL F 
000 ‘StF 


000 ‘9F0 
OOL “0% 
O08 “06° 
000 “606 


OOF * 


002 “099 
OUE SRL 
009 “60L “8 


O00 '86F ‘S$ 


1800 














L98 * 
FOS 
008 “L89 
00S “L0Z 











116 ‘ZI 
9ZB “9S 


Lg 


06a 
1z¢ 
ce )* 
RRS” 
£ 











LEZ ‘LZ 


SI6 > 


PS8Z ‘O08 
96 





‘OF 


<6 





LLE “06 


S82 ‘€ 


6bS “POS Z 
F6Z “¢ 
LES ‘O82 ‘T 
SEO ‘ZF 

I1¢ “Zs 
ZZ8 ‘09 
LbO ‘6SL 
BOL “9L$ 








4800 4JUQ) 


sUITSO “TOG IWVA [BOSTy 


87809 7030} pun jiun fo sishijpoun 











| 000 ‘6FS ‘F 


000 “Ft 
000 “FEE 





000 ‘99 
000 ‘6€8 


000 ‘098 
000 ‘ORT * 
000 ‘8° 





000 
000 * 
000 ‘Z¢9 
000 *L0Z 





000 ‘FEL ‘Z 


000 ‘OFE * 
000 “F6E 


000 ‘Z¢8 
000 “L86 
000 ‘StS 
000 “PZT 
000 “CT 
000 ‘808 
000 “E29 * 
000 “E22 * 
000 “Sze 







































£0F “hL 
£99 “9L$ 





292 ‘S$ | 


ys00 JIU 


1SO9 [840], 








[enjzoe 





‘€18 % | 6FE “EZ 


“GPO | 808 “¢ 
ZOE 1é8 ‘I 


O9t 'E 








ss 





‘ 


anvnavpdwmoy 


G £18 ‘OZ 


G 





3800 IU) 


‘6CBI IBOA It 





"ey 


‘le Ce 





me tet Pad pet fe fed fy fed 
Ft et lt led ale fd Se ag 











sppjidsoy 2yW 








~Tddv 











Tddy 

poeq 
sulyVs9dg 
“Td dy 


“peq 
“sulqessdg 


Iddy 
eo soTdwiy 


Ct at a to et 


J OsB 











AJOS [WN4QOBI] 








AOS [BOIPOU Ss 
edad pus 


|} 






UdTY aT 
BOUBINSUIL AOTC 
sTeling 4 











OLA 

AJOS [UN JoRIyUC 
101}9nNpoidel pue 
1810} ‘SOrZITI9@ PUR sy 
ba 19440 | I 









S9OTAIOS AY 
my einyoid 
:S01y 















oq Jo JueUIdT 





1890} ‘oars, 
[PARI JyouIG 


[P9Avl) GaAOTd UI 


[PABLI, 


[810] ‘sad, AJOs [BUOSIIg 
Sdd1AJ9S [BUOSIEd 19410 
“““@lTY PUB ssBYyoINg 
““sadAO[AUId O7BI AFB AY 
{ayer yoAsd Jul[asunod puev [Roy 
~“suBpIisxyd 
1ST} 














“~~ SUIpus}zV pue suTy[NSsUuOD 


*SOOTAIOS [9uUUOSsIO J 


) 1910 


OOUBTI[IOSI JV 
UBUdzIE 


pue ‘ZulsunuU ‘TRorpeyy 












unUuIuIoOg 
[8307 ‘sdUTYY JO UOTIVJOdsuUeLT, 
uOT}BUIOdSUBIY 194IO 


142 JO UOTyeyodsuRs 








510 








OOL P+ 
OR I} 
aoe “LS+ 
000 * 
000 ° 
0OR 
000 LEI 
006 “SEE 
OOF ‘SYL+ | 
OOF O14 
009 RI + 
008 “I+ 
009 “E+ 
00S “8+ 
008 “61 
009 ‘SI-+ 
OOF ‘11+ 
008 ‘91+ 
008 + 
OOO % 
009 *L 
008 ‘TE-+ 
000 ‘1Z$ 
| 
1809 [BIO 





O61 4 
- ) WSBA1OIp 


10 

















4800 31U)) 


» 1961 


}-) astos0uy 





OOS “Hi 


} 000 686 
000 * 


GG 


| OOO 
006 


Ist 
OOF “TIE 


000 °S 
OOF '8 
O08 “8 
000 '¥ 





S09 [It 


poyeu 





| 00Z “899° 














1S¢ 





y 


1 & 

















| 3800 JIU S) 





196] B04 


penulnuor) 


Fir 
1 


















































000 ‘ROT pot I 
0 “BIR Ft icf i 
000 8 
Zz | 628 OI 
| I OFL OT 
| 000 ‘S18 % | 128 8% 
| 
O00 ‘OFS “TI } ] SI | l gl 
000 StI | | 
000 ‘Eh 
000 ‘SPL ‘66 908 'L6 
I Cr) AT ORZ “FBI *T 
I Zbl ZI C6E “SZE ‘I 
I Z8% @ b0Z SHE I 
20 “LSg 
I G19 “II oT 
) g1zZ HY ‘Szt ‘9 
L SLE RY PRI 696 9 
000 ‘TPS ‘S ) ‘292 "S 
000 “LS¥ rer Lb 
ooo “Z¢¢ 1bo ‘OTE * 
000 ‘O16 1 PSS TEL & 
000 ‘LOF ‘OT ST ‘60I 
000 ‘CEs ‘zs | RZ ‘OTE ‘ZS | 
‘ 
1800 It I 7809 4Tu ) | 3809 TUS) 
| } 
| poy STA Tenyzow ‘6¢ 


$7809 7D}0) pup jrun fo sishjoun atpapduoy 





01 
0 









Iddy 
Id ay 
Tdday 
1dday 
a 
op” 
spog 
1eiedg 
IddVy 
Tday 
Iddv 
Tddy 
Tddyv 





spp1dsoy 1)V 








> + 2 


Co 
— 


So 


0 
08 
6 











puB [BIUWEP “TRIPP 






myyuin 4 
ssuduio * 


\ 
SST [ 


nb 


xg pus 
IVA Jos 
NITIVA JO 













60 








sayjddns sole 
rium $9 
ddns [Roypeur snoeuryya 
- siyeu }7u aT 
saouROTTdde ONoyIsold 
Vedas PUR BZUBUdTUIBIY 
ldns Juryeseda 

















5 Jeng 
«I 
§ [BOTpey\ 
q pue poolg 
u pus sang 
tAO1q 
ing 








80 








jo {q s1sop 











511 
Mr. Tuomas. Wage rates are already in the record. 


OUTPATIENT CARE 
JUSTIFICATION OF THE ESTIMATES 
Mr. YATEs. Insert page 22-1 in the record. 


Also insert 22-2, 3,4 and 5. 
(The pages referred to follow :) 
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| ° 
| Program and financing 

nace anita ata i aaa ' 

| j 
| 1959 actual | 1960 estimate | 1961 estimate 
sd S ia a aan al 

Program hy activities: | 

Ins CO ss os nics eines sh endichiwanhnmmsionvenis --| $10,375,917 | $10,575,000 $10, 394, 000 

9. Cure of patients: 

(a) Medical..-.......--. ica ninatiedied dietitians | 63, 812, 000 66, 718, 000 
(b) Dental cniesie . 4, 527,000 4, 241, 000 
(c) Beneficiary travel. Silas Pbk aeoseahwanel . , 52! 4, 893, 000 5, 039, 000 
I cnt tak dei ores ates cite suai eile suitiawe sdiebialsnitens 3,400 | 59, 000 59, 000 
Total program costs ! ilies wedepiee-tnah dlp cebhincs danced -| 82, 059, 285 83, 866, 000 86, 481, 000 
4. Relation of costs to obligati ons: Costs financed from | 
obligations of other years, net (—).......------ SS ee eee See 
Total program (obligations).........2<<..«.<........-. | 80, 573, 391 | 83, 866, 000 86, 481, 000 
Financing: 

1959 appropriation available in 1958 eeuheiiaci seal 1, 525, 000 | ae i Eta ici 
Unobligated balance no longer available__- ins 234, 609 7 Recanpetinemetadaihes 
| Appropriation (new obligational authority) _--.--- | 82, 333, 000 83, 866, 000 86, 481, 000 

1 Includes capital outlay as follows: June 30, 1959, $569,334; 1960, $412,000; 1961, $472,000. 
Object classification 
| 1959 actual | 1960 estimate 1961 estimate 
i tcikaaitie — —— . para-tal we 
. | 
Total number of nermanent positions................__- 5, 297 | 5, 398 | 5, 611 
Full-time equivalent of all other positions..............- 376 | 394 | 394 
} Average number of all employees._...................-- 8,077 | 8, 149 | 8, 356 
Number of employees at end of year..........----.-.--- 6, 639 | 6, 703 6, 822 
Average GS grade and salary....................-.-2.. 15.1 $4, 871 | 5.1 $4,914 | 5.2 $5, 016 
Average salary of ungraded positions................-..- $11, 943 $11, 783 $11, 624 
01 Personal services: | 
rr ed abiabeamedbn | $44, 046, 986 | $44, 759, 000 $46, 370, 000 
Positions other than permanent................._- 3, 33 3, 416, 000 3, 523, 000 
Other personal services _.............---..------ 646, 000 | 465, 000 
Total personal services... __- aera 47, 832, 575 | 48, 821, 000 50, 358, 000 
2 Travel 
Ne Be te hetinein siecle — 243, 000 | 243, 000 
i ee | 4, 893, 000 | 5, 039, 000 
03 Transportation of things... _- pees Fae ates 115,000 | 117, 000 
Eee eae eae ee See ae 4,000 4, 000 
Oe, GRINICOS S06) SOP VINOS. oo. sc ccacscnccuswcovecuseue 628, 000 | 632, 000 
06 Rents and utility services.................-......- 285, 000 300, 000 
6 Printing and revroduction.......................... 93, 000 95, 000 
i Other contractual services . ..............-........-.. 1, 552, 000 2, 112, 000 
Medical and dental fees........._- cl teceddeieieeihe ae 10, 010, 000 9, 902, 000 
in ere SURCY SUOMOUTND on nc ce emccenacncees 13, 807, 000 14, 104, 000 
ON” BRO es Ee 1S aod 3: 412,000 | 472, 000 
ll Grants, subsidies, and contributions _-..--.--.._- ; 2, 911, 408 2, 991, 000 | 3, 092, 000 
13 Refunds, awards, and indemnities.................. UWE Fs ceidh Gene hetnt bad Nee wcnciidanaaee 
Ser en RS DOOR oe cencmmnppsoneenoces 11, 787 12, 000 11, 000 
ON i ae A 82, 059, 285 83, 866, 000 | 85, 481, 000 
Costs financed from obligs ations of other years, net (—)-_-]} —1, 485, 894 |__.. ae 
" — —— — 
IAA sus dbcde 525s Sendcehanbuanguiel 80, 573, 391 83, 866, 000 | 86, 481, 000 
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OUTPATIENT CARE, $86,481,000 


Cost summary by object 





a 
Actual, Estin ited, Estimated, Increase (4 
fiscal year fiscal year fiscal year or decrease 
1959 1960 1 OF a : 
i , l { i. 196] 


over 1960 


Average employment 








I ad i acelin 7, 897 8, 099 499 
A verage salary...-..--- iiantined $5, 993 $6, 034 | +$4) 
I din nnwuiebdscnabas icteteelstea 19] 191 . 
Costs by object: 
ee . $47, 832, 575 $48, 821, 000 $50, 358, 000 37, 000 
Medical consultants.......-.... 1, 363, O86 (1, 451, 004 1, 446, 000 (—5. 000 
Dental consultants __- = 36, O7¢ 40, O04 4), COO) |... oe 
OR. SOE, ecuubsuwwsensiws . . : 5, 008, 765 5, 136, 000 5, 282. 000 +146 000 
Employee ol ae et < sada 226, 180 43, 000 243, 00 7 : 
Beneficiary kallnesinivenieien “ ; (4, 782, 525 4, 893, 000 5, 039, 000 (+146. 0M 
03 Transportation of things----- ik 116, 525 119, 000 121, 000 +2 0 
Shipment of bodies__-__-_- 3, 85¢ 4, (00 4, 000 i 
on hr camncaes : ; aw (112, 669) 115, 000 (117, 000 +9 1M) 
04 Communications. .............-- i 622, 821 628, 000 632, 000 +4, 000 
05 Rents and utilities ‘ es . 26, 426 285, OOK 300, 000 +15 00 
06 Printing and reproduction. -. ; 97, 979 93, 000 95. 000 +9 (99 
07 Other contractial services. -__- 10, 961, 295 11, 562, 000 12, 014, 000 +452 009 
Medical] fees_._.._- : 8, 111, 667 8, 965, 000 8, 965, 000 : 
Dental fees < (1, 343, 122 (1, 045, 000 937, 000 (—108 000) 
Employees life (Public Law 598 . 
and health (Public Law 86-382 
insurance... ...... 143, 766 (151, 000 (601, 000 (+450, 000) 
icine Bilin tater 1, 362, 740 (1, 401, OO (1, 551, 000 (+110, 000) 
08 Supplies. __.__-- / ‘ 13, 614. 603 13, 807, 000 14, 104, 000 +297" 000 
Medical and dental supplies : 9, 560, 944 (9. 639. 000 9 RRR O00 (+249 000) 
Prosthetic supplies___-- : 3, 535, 729 3, 645, 000 (3, 690, 000 (+45, 000) 
All other_- 517, 930 523, 000 526, 000 (+3. 000 
089 Equipment.._.......-- se 569, 334 412, 000 472, 000 +-A0, 000 
11 Grants, subsidies and contributions 
OB... “ Rd Se 2.911, 408 2, 991. 000 3, 092. 000 +101, 000 
13 Refunds, awards and indemnities.- __- 45, 637 j..... 
15 Taxes and assessments. ._- Mito 11, 787 12, 000 11, 000 1,000 
Net total costs______- edie ” e 82, O49, 285 83, 866, 000 86, 481, 000 +2, 615, 000 
Cost adjustment for other years —1. 485, 894 * 
Total obligations ‘ 80, 573, 391 83, 866, 000 86, 481, 000 +2 615,000 
Add: Unobligated balance or savings i +234, 609 
1959 appropropriation available in 1958_ eae +1, 525, 000 
Adjusted appropriation or estimate Se 82, 333, 000 83, 866, 000 86, 481, 000 +2. 615, 000 


PROGRAM NOTES 


Veterans with service-connected disabilities are provided medical and dental 
care by the staffs of VA outpatient clinics and by physicians and dentists par 
ticipating in the hometown medical care program. Outpatient care also is pro 
vided to veterans receiving vocational rehabilitation who require treatment to 
avoid interruption of training, pensioners of nations allied with the United States 
in World War I and World War II (such treatment is provided on a reimburs- 
able basis) ; and veterans of the Spanish-American War, Boxer Rebellion, and 
Philippine Insurrection. Veterans are also provided examinations in outpatient 
clinics for purposes of rating for compensation or pension, insurance, and deter- 
mining their need for hospitalization or domiciliary care. 

In addition to examination and treatment, outpatient clinics provide services 
such as social work, nursing, and guidance in nutrition, and furnish supplies 
such as prosthetic appliances, sensory aids, and pharmaceuticals. The overall 
program of outpatient medical care supplements or prevents costly hospitaliza- 
tion. 

The program is conducted through the facilities of 81 clinics, of which 32 are 
located at regional offices; 30 at VA hospitals; 13 at regional office-hospital 
centers; 3 are independent; 1 is at the Insurance Center, St. Paul, Minn.; 1 is 
at the Veterans Benefits Office, Washington, D.C.; and a prosthetic center is in 
New York, N.Y. In addition, there are 16 subclinics which are responsible to 
the parent clinics. Transfers of clinics located at regional offices in Detroit, 
Mich., Hartford, Conn., and Kansas City, Mo., to VA hospitals at Dearborn, 
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Mich., Newington, Conn., and Kansas City, Mo., are scheduled prior to the close 
of fiscal year 1961. 

It is expected that the increased workload trend which was evidenced in the 
latter half of fiscal year 1958 will continue through fiscal year 1961. The marked 
workload increase is reflected not only in the number of patients but also in the 
total number of visits. Fiscal year 1961 major program changes contemplate 
the expansion of audiology clinics, the establishment of psychiatric day care 
centers, and transfer of $1 million from the “Inpatient care” appropriation to 
properly charge the “Outpatient care” program for outpatient services rendered 
by hospitals. 

‘The audiology program as now constituted cannot meet present demands. 
With the opening of four new clinics and the expansion of one present clinic, 
it will be possible to reduce backlogs in the audiology review program and 
maintain a more current status. The location of the new clinics will insuré 
capability, in all geographic regions, of making accurate assessments of auditory 
functions whether for treatment or rating purposes. 

The day care center program is designed to facilitate an orderly transition 
petween the hospital and the community of neuropsychiatric service-connected 
patients. This program will enable the VA to broaden its service to these 
patients, and should serve to avoid protracted periods of hospitalization which 
are far more costly. It is planned that seven such centers will be in operation 
by the close of fiscal year 1961. 

For a number of years virtually all VA hospitals have been performing out- 
patient care examinations and treatments for service-connected veterans in 
order to provide such veterans with more expeditious service. The hospitals 
are located nearer the veterans’ homes than are the outpatient clinics which 
normally would provide the service. This results in a saving to the VA for 
expenses Of beneficiary travel and fee basis medical costs. The workloads be 
ing performed by the hospitals have not been included in prior “Outpatient 
care” appropriation requests and their cost has been borne by the “Inpatient 
care’ appropriation. In order to provide the funds to the properly chargeable 
program, a transfer from the “Inpatient care” to the “Outpatient care” appro- 
priation is requested. The transfer contemplates that 13 hospitals now incurring 
annual costs of approximately $20,000 or more for the outpatient program will 
have such costs financed directly from the “Outpatient care” appropriation in 
fiscal year 1961. Medical and dental workloads in connection with this transfer 
represent 40,175 out of a total 2,279,800 medical patients, and 1,040 out of a 
total 49,550 completed dental cases. 


COST CHANGES 


The fiscal year 1961 estimate of $86,481,000 provides for a net appropriation 
increase of $2,615,000 over fiscal year 1960. The following items have been 
considered in arriving at this estimate: (1) 1 less workday; (2) transfer of 
manager’s office charge to the “General operating expense” appropriation; (3) 
increase in workload; (4) transfer from the “Inpatient care” appropriation; 
(5) transfer of supply activity charges from the “General operating expenses” 
appropriation; and (6) “Annual average salary increase” and Public Law 86- 
382 health insurance costs for employees. 


(1) One less workday 


The estimate gives consideration to the 1 less workday in fiscal year 1961 
than in fiscal year 1960, with reductions applied to all objects other than em- 
ployee travel and equipment. 


(2) Transfer of manager’s office charge 

In fiscal year 1961, costs of the office of the manager will be charged in total 
to the “General operating expense” appropriation. To give effect to this change 
in agency policy, $395,000 and 43 employees have been deducted from the “Out- 


patient” appropriation and included in the fiscal year 1961 budget of the De 
partment of Veterans Benefits. 


($3) Increase in workload 


The $1,355,000 requested for this purpose is related only to the continued in- 
crease in the basic outpatient medical workload, and new workloads which will 
be generated by the expansion of audiology clinics and the establishment of a 
hew concept of aid to the service-connected psychiatric patient, “the psychiatric 
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day care center.” This increase in funds is not related to the workload increage 
which will result from the $1 million transfer from the “Inpatient care” appro. 
priation. 

During fiscal year 1959 the medical workload which began to rise in the latter 
half of fiscal year 1958 showed a 6-percent increase or 124,000 more patients 
than were treated in fiscal year 1958. The continued increase anticipated jp 
fiscal year 1960 and fiscal year 1961 cannot be sustained within the levels of 
employment currently on the rolls. Productivity per clinic employee reached an 
alltime high in fiscal year 1959, and the fiscal year 1960 and fiscal year 19¢) 
workloads are projected at the same productivity rates. 

The expansion of audiology services is required for one of the heaviest work. 
load areas. The needs of service-connected veterans for hearing aid evaluation 
and related rehabilitation services and for audiological assessment to assure 
accurate reports in compensation claims for hearing disability must be met, 
The increase required for the expansion of audiology clinics will enable the 
agency to meet its responsibility. 

The phychiatric day care centers, the equivalent of day hospital programs in 
non-VA hospitals, has been recommended by the Special Medical Advisory Group 
and the consultant staff of central office Psychiatric and Neurology Service for 
establishment within the larger outpatient clinics. The program is designed to 
provide a needed transition between the hospital and the community for nen- 
ropsychiatric service-connected patients. The day care centers will be devoted 
to providing activities of a resocialization nature for service-connected patients 
who: (1) are currently on Mental Hygiene Clinic rolls but need other supple 
mentary activities of a socializing nature, (2) can be spared hospital admis- 
sion by participating in a day care program, and (3) were recently discharged 
from a hospital and can be maintained outside a hospital atmosphere by this 
program. It is planned that seven such centers will be in operation by the close 
of fiscal year 1961. 

The dental program continues its slow decline since the provisions of Public 
Law 83, 84th Congress, were enacted. The estimate considers a reduction in 
completed staff dental examinations and treatments of approximately 5,200 com- 
pleted cases under fiscal year 1959 actual figures. This will permit a reduction 
of 12 average employment in dental clinics. Completed fee dental examinations 
and treatments will decline by approximately 4,800 cases. 


(4) Transfer from inpatient care 


The estimate contains a transfer of $1 million to provide for outpatient care 
services previously rendered to service-connected veterans by VA hospitals and 
funded from the “Inpatient care” appropriation. This transfer thereby will 
properly reflect charges to the “Outpatient care” appropriation. 


(5) Funding of all supply activities by the Department of Medicine and Surgery 

Beginning with fiscal year 1961 all supply activities will be funded in total 
by the Department of Medicine and Surgery. The outpatient care program has 
jurisdiction for supply division activities at six regional offices, and has included 
in its estimate $81,000 and 14 employees for the cost of supply activities previ- 
ously charged to the Department of Veterans Benefits. The appropriation re 
quest for the latter department has been reduced by the same amount. 


(6) Annual average salary increase and Public Law 86-382 health insurance 
costs 


The estimate contains an increase of $447,000 for an average salary increment 
of $53 per employee which cannot be offset by employee trunover or improved 
efficiency. During the past 5 years the annual salary increase due to within- 
grade advances and reclassification actions has average $94 per year. No civil 
service reclassification action approved after July 31, 1959, has been considered 
in computing the $53 average salary increment requested. The estimate also 
includes $445,000 for the Government’s share of Public Law 86-382 employee 
health insurance premium payments. 


Mr. Yates. The chart shows you are requesting an increase of 
$2,615,000 this year. The principal reason for the increase is the 
addition of more people. 

Mr. Monx. I think we should point out that of the $2,615,000, $1 
million is a transfer from the “Inpatient care” appropriation. 
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We had previously paid for outpatient services in some of our 
hospitals out of the “Inpatient care” appropriation to the extent of 
$1 million. 

We are throwing that over into outpatient care this year which 
reduces inpatient care by $1 million but it adds $1 million into out- 
patient care, which is not an additional cost but merely a shift into 
this appropriation. 

Mr. Yates. Taking a look at the chart on inpatient care you have 
an increase of almost $25 million. 

Mr. Monk. That would in effect mean an additional $1 million 
increase. 

Mr. Yates. Does that mean that the inpatient care expense would 
have been increased by another $1 million if you had not made the 
shift ? 

Mr. Monk. That is correct. 

Mr. Yates. What is the nature of that $1 million shift ? 

Mr. Mon«. It is all through here. 

Mr. Yates. It does not relate, however, to the item of personal serv- 
ices to which I referred earlier ? 

Mr. Monk. Part of it would have been. 


OUTPATIENT CARE WORKLOAD AND OBJECT SUMMARY 


Mr. Yates. How much of it? How many more people do you want 
under this ? 

Mr. Wise. Page 22-7 gives a breakdown, and shows a transfer of 
120 employees from inpatient care. 

(Page 22-7 referred to follows:) 
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COMPARATIVE TRANSFER FROM INPATIENT CARE APPROPRIATION 


Mr. Wise. On page 22-7 we include the personnel breakdown. Of 
a total of 202 additional personnel requested, 120 are for this $1 mil- 
lion comparative transfer from inpatient care. 

That is the first line across the top of the chart. 

Mr. Jonas. Who are the 202 people? Are they doctors? 

Mr. Yares. Line 1 of page 22-7. You refer to 202 people. Mr. 
Jonas would like to know who they are and what their positions are. 

Mr. Wise. That would include doctors. That is personnel at the 
hospital. That is the man-year portion attributable to the outpatient 
load performed for the service-connected veterans. 

In many instances it is more economical to the Government to refer 
a service-connected beneficiary to the hospital that might be in his 
hometown—— 

Mr. Jonas. I understand that and that is why I do not understand 
the increase in employees, 

Mr. Wise. These are personnel on duty at the hospitals now. The 
average number of man-hours they spend during a year on outpatient 
work—— 

Mr. Evins. That means more visits to the patients. 

Mr, Wise. That is right. 

Mr. Jonas. More veterans are coming to your own hospitals for 
outpatient care than formerly ? 

Mr. Wise. That is right. Part of that is due to this program of 
moving the clinics into the hospitals. 

Mr. Yates. I noticed earlier on one of the pages of your justifiea- 
tion the fact that you were tending to treat your patients in their 
homes to a greater extent than in hospitals. 

Was my memory correct on that? I assume that is reflected in this 
item. 

Mr. Wiser. That is a service-connected patient. 

Mr. Jonas. That should reflect a reduction in personnel in the 
outpatient area. 

Dr. Mippteton. You refer to hometown care. 

Mr. Jonas. Where you refer veterans to local hospitals in their 
hometowns and to other than Veterans’ Administration hospital. 

Mr. Yates. That is right. 

Mr. Wise. What we are doing is taking the cost accounting value 
of the work done by the hospital and charging it properly to the 
outpatient care program. 

Mr. Yates. You are doing less referral to hometown physicians and 
hospitals than formerly ? 

Mr. Wise. That has remained relatively stable. 


SUMMARY OF AVERAGE EMPLOYMENT BY ACTIVITY 


Mr. Yares. Insert the chart on page 22-8 which shows distribution 
of the employees toward various activities under the broad category 
of outpatient care. 

(The table referred to follows :) 
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Mr. Monx. If you look at that chart on page 22-8 it gives you some 
idea of the distribution of the 202 people in the last column and the 
type of work they are doing. 

You asked about the kinds of people. 

Mr. Wuirtier. Is there some further information we can get for 
you, sir? 

Mr. Jonas. No; that is all. 


COMPARISON OF COSTS BY ACTIVITY 
Mr. Yates. Insert 22-9 in the record, showing a comparison of the 


costs by activity under outpatient care. 
(The page referred to follows:) 
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I must say these charts are very detailed 


TOTAL COST AND MEDICAL WORKLOADS 


and they offer 


a tremendous amount of information to the Somamitte e. 
Also insert pages 22-10 and 22-11 and 22- 
(The pages referred to follow: 3 


Comparative analysis of total cost 


academe - - —EEE 


Costs by object: 





01 Personal Services (total) --- 
Consultations and attendings 
Nurses - . . . 
Dentists a 
Physicians 
Clinical and counseling psychiatry - 
Social workers... bids - 
Wage rate J setts 
Other person al servies 
Employee’s uniform allowance. . 
@2 Travel (total) - 
Employee. 
Beneficiary - . as 
03 Transportation of things (total) -- 
Shipment of bodies 
Other 
04 Communications 
05 Rents and utilities (total)...... 
Utility services_. 
Rent:l of medical and other equip- 
ment ee 
06 Printing and reproduction. .-.......- 
07 Other contractual services (tot: ul). 
Laundry service--.. Se, ee 
Repairs to prosthetic appliances. _-_- 
Medical and dental fees... ....-- 
Oostract Heriai. <..6.<cssenccce 
eg ed life (Public Law 598) 
and health (Public Law 86-382) 
ide ibaa a ate lalttiatets tard 
Repair of furniture and equipment. 
Contractual services by individuals_- 
Miscellaneous clinical services... 
08 Supplies and materials (total)_......- 
Drugs and medicines............. 
Medical supplies. ... 1 
Dental supplies 
Prescriptions. a ‘ ie 
Engineer supplies and materials... 
Prosthetic appliances_.... 
Indigent beneficiaries 
Office supplies 
Medical periodicals -_...-- 
Burial flags is 
Miscellaneous clinical supplies... 
0? Equipment (total). 
>and fixtures 
dental, and scientific equip- 
Passenger vehicles 
Nonpassenger vehicles... 
li Grants, etc. (CSR 
13 Re irds, and indemnities 
15 Taxes and assessments = 
Net total costs 


OO 


Actus 
fiscal y 
1959 


$47, 832, 575 $48, 821, 000 | 
1, 399, 162 1, 491, 000 
1, 025, 223 1,055, 000 | 
1, 777, 642 | l, a6, 000 | 
12, C88, 183 12, 518, 000 | 
1, 312, 356 | l, 330 9, 000 
3, 662, 310 | 3, 824, 000 
1,121, 326 1, 147, 000 
25, 446, 373 | 25, 811, 000 
(25, 693) | (26, 000) 
"5, 008, 705 | 5, 136, 000 
226, 180 | 243, 000 
4, 782, 525 | 4, 893, 000 
116, 525 | 119, 000 | 
3, 856 4, 000 
112, 669 | 115, 000 
622, 821 628, OOF 
266, 426 | 285, 000 
118, 239 | 120, 000 
| 
| 
148, 187 | 165, 000 
97, 979 03 000 
10, 961, 295 11, 562. 000 | 
a <a OO 
897, 782 934, 000 
9, 454, 789 10, 010, 000 
36, 653 | 47, 000 
143, 766 151, 000 
192, 546 | 178, 000 
102, 607 106, 000 
79, 224 82, 000 
13, 614, 603 | 13, 807, 000 
4, 797, 368 4, 844, 000 
976, 553 985, 000 
154, 649 154, 000 
3, 632, 374 | 3, 656, 000 
133, 902 | 148, 000 
3, 535, 729 3, 645, 000 
1, 28) 2,000 
283, 452 276, 000 
30, 356 32. 000 
2, 899 3 000 
66,035 | 62, 000 
9, 334 412. 000 
277,124 | «87, 00 
28H, 143 320, 50 
6, 045 4. 500 
2, 911, 408 2, 991, 000 
ll 787 Ov 
$2, 059, 25 83, 866, 000 





al, 


ear 


| 
| Estimated, 
| fiscal year 


1960 


a 





Estimated, | Increase (+) 
fiscal year or decrease 
1961 } (—), 1961 
| over 1960 


| } 
| 








$50, 358,000 | +$1, 537, 000 
1, 486, 000 | —5, 000 
1, 153, 000 | +98, 000 
1,531, COO — 55, 000 
13, 268, 000 +750, 000 
1, 477, 000 +88, 000 
4, 154, COO +330, 000 
| 1,170, 000 +23, 000 
26, 119, 000 +308, 000 
(28, 000) +(2 2, COO) 
5, 282, C00 | + 146, 000 
900,000 [32sec 
5, 039, COO | +146, 000 
121, 000 | +2, 000 
4. 000 salt, 
117, 000 +-2, 000 
632, 000 +4, 000 
300, 000 15, 000 
12 22,000 | +2, 000 

| 
178, 000 +13, 000 
95,060 | +2, 000. 
12, 014, 000 | +452, 000 
56,000 +2, 000 
1, 009, 000 +75, 000 


9, 902, 000 
55, 000 | 


| 


— 108, 000 
+8, 000 


601, 000 +450, 000 
196, 000 +18, 000 
111, 000 +-5, 000 
84, 000 +2, 000 
14, 104, 000 +297, 000 
064, 000 +-220, 000 
990, 000 +5, 000 
150, 000 —4, 000 
3, 684, OOO +-28, 000 
149, 000 +1,000 
3, 690, 000 +45, 000 
it |} ae 
278, 000 +-2, 000 
SE Riknadsstenisateaiaenes 
i i 
a 
$72. 000 +-6H0, 000 
13% 000 +49, 000 
531 500 +11, 000 
2 800 —1, 700 
1, 700 700 
3, 092. 000 +-101, 000 
11. OO +1000. 
86, 481, 006 +-2, 615, 000 
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MEDICAL WORKLOADS, FISCAL YEAR 1961 


The outpatient medical workload for fiscal year 1961 has been projected at 
2,279,600 patients and 3,551,000 visits for staff and fee basis care. The term 
“patients” is the annual aggregate of the number of different patients receiving 
outpatient care each month during the fiscal year. The term “visit” is the work. 
load generated by these patients and represents the frequency or number of days 
they receive such care. 

The fiscal year 1961 staff workloads are expected to be higher than achieyeg 
in fiscal year 1960. The reasons are that: (1) Seven day-care centers will be 
established. The day-care center program is designed to facilitate an orderly 
transition between the hospital and the community of patients with neuro. 
psychiatric service-connected disabilities; (2) audiology clinics will be openeg 
in four additional outpatient clinics and expanded in a fifth. This will make it 
possible to reduce backlogs in the audiology review program; (3) outpatient 
services previously funded by the inpatient care appropriation will be trans. 
ferred and included in the outpatient workload count. This transfer involves 
40,175 patients not included in prior outpatient care workloads; and (4) the 
increase in severity of chronic diseases among aging veterans will require a 
greater number of visits by the patient. 

The projection for compensation and pension or rating examination is based 
on estimates prepared by the Department of Veterans Benefits. The estimate 
of requests for examinations will provide 382,000 and 394,700 patients visiting 
for rating during fiscdl year 1960 and fiscal year 1961, respectively. These 
patients are expected to make 401,300 and 412,300 visits, respectively. 

The Department of Veterans Benefits also furnished estimates of the average 
number of veterans to be in training under the vocational rehabilitation and 
education program. The VA furnishes all necessary medical care to these vet- 
erans so that their training may not be interrupted. During fiscal year 1961, 
estimates provide that approximately 5,100 patients (veterans in training under 
V.R. & E.) will make 5,300 visits for outpatient medical care. 

Estimates provided by the Department of Insurance indicate that 45,000 pa- 
tients (48,500 visits) and 29,700 patients (32,600 visits) will be made for in- 
surance examinations during fiscal year 1960 and fiscal year 1961, respectively. 
The increase expected over fiscal year 1959 in the number of examinations is 
primarily due to the total disability income provision (TDIP) established during 
fiscal year 1959. Under the plan, for a relatively low additional premium the 
veteran would receive $10 per month per $1,000 of coverage if he became totally 
disabled before a certain age. 

The trend in the number of outpatient examinations of veterans to determine 
their need for hospital or domiciliary care will increase during fiscal year 1960 
and fiscal year 1961 over fiscal year 1959 due to increased demand for such care 
and the advancing age of the veteran population. 

Care for other purposes has been estimated at 92,200 patients and 108,600 visits 
during fiscal year 1961. Included in this category are examinations and treat- 
ments of discharged members of allied forces, employees of other Federal agen- 
cies, and beneficiaries of the Employees’ Compensation Bureau. 

Fee costs for fiscal year 1960 and fiscal year 1961 are expected to increase by 
about 10 percent over fiscal year 1959. Negotiations completed with various 
State medical associations for revision of existing schedules of office visit fees 
will result in an increased expenditure of $800,000 in fiscal year 1960 and fiscal 
year 1961 over fiscal year 1959. 

The accompanying tables show the number of patients and visits by staff and 
fee and purpose of visit. 


AUDIOLOGY CLINICS AND DAY CARE CENTERS 


Mr. Tuomas. You are setting up two new activities. 

Dr. Mmpptetron. Audiology and day care centers. 

Mr. Tromas. What will these cost ? 

Mr. Monr. $219,000 for the audiology services and $414,000 for the 
day care centers. 
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Mr. Tuomas. How many of the installations will have this new 
service ¢ 

Dr. Mippteron. There will be seven day care centers and four 
audiology clinics. 

Mr. Tuomas. What will you do with the other 70 installations? 

Dr. Miwpteron. We do not have either staff or experience to put 
into those——— 

Mr. Tuomas. What is audiology ? 

Dr. Mippteton. The testing of hearing. They now have electronic 
measures by which they can do a much more accurate testing rather 
than the whispered voice, the tick of a watch or clock. 

Mr. Tuomas, What is the purpose of it ? 

Dr. Mippteron. To determine the actual state of hearing, the de- 
gree of hearing or its impairment. It is extremely important to dis- 
tinguish between organic and functional hearing ‘loss. 

Mr. Tuomas. Is that service not already rendered in the clinics 
now! 

Dr. Mippteron. Not on this highly developed scale which is on a 
scientific basis rather than the crude basis we used before. 

Mr. Tuomas. Total cost for opening up the seven centers is $600,000 
inthe two new classifications ? 

Mr. Monk. Roughly. $414,000 for the day care and $219,000 for 
the audiology clinic. 

Mr. Tomas. In 3 or 4 years what will it be? 

Mr. Monk. Off the record. 

(Discussion held off the record.) 


INPATIENT CARE 
OTHER EXPENSES FOR INPATIENT CARE 


Mr. Tuomas. Let us look at the “Other objects.” This is for in- 
patient care. 

Dr. Mippteron. Page 21-34 gives it for all hospitals. 

Mr. Tomas. Where is the detail ? 

Mr. Baxer. This is shown by various programs. 

Mr. THomas. Do you have a narrative explaning it? 

Page 21-35 shows “Other objects.” What is the consultants’ fee 
shown here ? 

Mr. Baker. $8 million-plus in 1959 and—— 


TRAVEL 


Mr. THomas. What is the employee travel for 1959, $382,000? 

Mr. Baker. Yes, sir. 

Mr. THomas. It goes up to $443,000 in 1961? 

Mr. Baker. We requested an increase of $35,000 for the current 
year in the pending supplemental. 

Mr. Tuomas. Why the increase this year over last year? 

Mr. West. Primarily this new law, Public Law 85-749, authorizing 
the payments of travel to the first duty station of hard-to-recruit per- 
snnel, which would include doctors and nursing personnel. 











TRANSPORTATION OF TILINGS 


Mr. Tuomas. Transportation of things is a sizable item, $207,509 
for 1961. 

What is your turnover in the Veterans’ Administration for fisea] 
1960? 

Mr. SmLBeRMAN. 22 percent a year. 

Mr. Tuomas. U ase the new law you pay their transportation 
and shipment of their household goods? 

Mr. Monk. Only for professionals, in the scarce category. 

Mr. Tuomas. $207,000 a year for transportation of things is q 
pretty big figure, is it not? 
Mr. Baker. That figure of $207,000 refers to the shipment of 
bodies of deceased veterans. There is not much we can do about that. 
Mr. Tuomas. Look at your transportation of things, though. 
Mr. Baxer. $645,000 for 1959, $652,000 in the current year and 
$657,300 in 1961. 

Mr. Tuomas. That is a tremendous sum for transporting household 
goods. 

Mr. Baker. Shipment of all things, any transportation charges, 

Mr. Tuomas. Merchant O’Neil pays most of the freight bill, does 
he not? 

Dr. Mippiteton. Not on household goods. 

Mr. Tromas. Is this for household goods, $657,000 a year? 

Mr. Baker. Not entirely. 

Mr. Tromas. How much of it? 

Mr. Wise. $445,000 was spent in 1959 for shipment. of household 
goods. 

Mr. Baxer. All shipments paid for by the hospitals will be in this 
account. 

Mr. Jonas. You say this $207,000 is exclusively for the shipment 
of deceased bodies of veterans to their home cemeteries? 

Mr. Baker. That is correct. 

Mr. Jonas. You would pay charges only from Veterans’ hospitals, 
would you not? 

Mr. Baker. That is right. 

Mr. Jonas. How many bodies were so shipped last year ? 

Mr. Baker. There were 35,000 deaths last year. 

Mr. Jonas. In hospitals ? 

Mr. Baker. Yes, sir. 


RENTS AND UTILITIES 


Mr. THOMAS. Rents and utilities is a large item $9,751,000 is for 
what ? 
Mr. Monk. Heat, light, water, etc 


Mr. Tuomas. Rent on your equipment is $548,000. What kind of 


equipme nt is that ? 


Mr. Baker. Accounting machines, tabulating equipment, . in the 
hospitals, any other kind of professional or office canine oad 


on arental basis. 
PRINTING AND REPRODUCTION 


Mr. THomas. Reproduction is $863,000. What is that? 
Mr. Wise. The largest part would be for report forms and clinical 


recor ls. 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Other contractual services shows a total of $21,344,000 
for 1961. 

Laundry services, $837 000. 

Nurses and dental fees, $740,500. Isthat right? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Why should you be paying dental fees in your hos- 
pitals ¢ 

Mr. Wise. In some instances in hospitals they would have to have 
a specialist where possibly the hospital dentist would not be qualified 
todo a certain type of work. 

Mr. Tuomas. I thought we had the best in the world and you have 
to spend $343,000 a year for outside dentists, 

How much did you spend for that in 1959 ? 

Mr. Wise. The total amount was $733,000 for dental nursing and 
other services. We estimate $740,000 for 1961. 

Mr. Tomas. How can you spend that much money? You have your 
own nurses. 

Mr. Baker. Occasionally we require special nursing or special medi- 
cal care through contract. 

Mr. Wise. In all instances the personnel that we employ under ob- 
ject 01 must be citizens. 

Where there are aliens brought in from abroad and they are em- 
ployed under object 07 on a contract basis this would be included. 

Mr. Tomas. This is payment for aliens, or what ? 

Mr. Wise. It would include payments to doctors or psychologists 
who are not U.S. citizens. 

Mr. Tromas. There is a lot of law mixed up in that subject. If 
he were legally in the United States and filed a declaration to be- 
come a citizen from a friendly country then he is eligible for Federal 
employment. Why gothrough the back door here ? 

Dr. Mippirron. In the majority of instances those are physicians 
who are engaged in laboratory work where they are not responsible 
for patient enre. 

Mr. Tuomas. This is three-quarters of a million dollars a year for 
personnel costs and you are charging it under other objects. 

Dr. Mipp.eron. Because they are engaged by contract. That is the 
reason they are not. under Public Law 293. 

Mr. Tuomas. It is still salary cost, is it not? 

Dr. Mippteron. It is personal services, secured under contract. 

Mr. Toomas. You have M. & R. contract service, $6,341,000. What 
is that? 

Mr. Monk. Maintenance and repair contractual services. 

Mr. Tuomas. What isthat? 

Mr. Wise. Contract. work done under maintenance of the hospitals. 

For example, a contract painter or a plumber would be included. 

Mr. Tiiomas. You have your own force there to do your minor 
repairs. 

Mr. Wise. Many of our minor alteration projects would have to 
he done by outside contract. We do not have complete coverage for 
everything. 


Mr. Tuomas. Mr. Ashbridge has been paying for that cost, has 
he not ? 
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Mr. Wise. No, sir. 

Mr. Tuomas. E “very installation has its own maintenance and re- 
pair crew ? 

Mr. Monk. Generally. 

Mr. Tuomas. You charge that right here rather than under salaries, 

Mr. Baxer. When the work is done by contract and not by station 
labor, sir. 

Mr. Monk. This would include other items besides salaries. 

Mr. Tuomas. Is this an estimated figure ? 

Mr. Monx. It is actual for 1959. 

Mr. Tuomas. What have you spent for the first 6 months of this 
year ¢ 

Mr. Baxer. I do not have contractual maintenance and repair in 
detail. In all maintenance and repair we are spending at the rate of 
about $50 million in this year and about half of that was obligated in 
the first half of the year. 


VALUE OF HOSPITALS 


Mr. Evins. What is the total value of all your hospitals throughout 
the Nation? Somebody said a few years ago it was $6 billion, Is 
that right ? 

Mr. Wise. Book value at initial cost is about $1.5 billion, for all 
fixed assets, although replacement costs at current prices is estimated 
to be about $3 billion. 

Mr. Evins. You have to spend a certain amount to maintain that 
capital investment. 

Mr. Tuomas. This is not a drop in the bucket on your maintenance 
cost, though. 

Mr. Monk. $50 million is total annual maintenance cost. 

Mr. Tuomas. Where isthe rest of it charged ¢ 

Mr. Monk. Some is personal services, some is supplies. 

Mr. Tuomas. Mr. Ashbridge’s crowd has nothing to do with the 
day-to-day maintenance ¢ 

Mr. Monk. Not unless it is a capital improvement. 


SUPPLIES 


Mr. Tuomas. Is this for prosthetic ap ypliances, $1,280,000 ? 

That is right; $42,764,000 for provisions, which is $71,000 less than 
you had in 1960. Do you mean groceries are going down, or what? 

Mr. Wise. There is 1 less day involved there, which accounts for a 


goodly number of rations. 
COST OF RATIONS 


Mr. THomas. What does your ration cost per day now ? 
Mr. Wise. About 97 cents for raw food. 


Mr. Tuomas. What is it prepared? $1.52? Raw food is 97 cents. 


What does it cost you to prepare it? What is your daily cost ? 

Mr. Baker. I do not have the total prepared cost. 

Mr. Tuomas. While you are looking that up, let me ask Mr. O'Neil, 
most of this food is bought locally, is it not? Where is “Merchant” 
O'Neil? 

Mr. O’Netu. Yes, sir; about 75 percent. 
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Mr. Wise. $2.57 as the total prepared cost. That includes raw 
food. ; 

Dr. MipptetTon. And preparation and service. 

Mr. Tuomas. All salaries and expenses are charged to that, except 
depreciation and interest on the building; is that right? 

Mr. Wise. Those are in, too, sir. 

Mr. THomas. $2.57 a day. Your raw food is 97 cents. Is most of 
it bought locally, outside of your flour and canned goods? 

Mr. O’Neww. About 75 percent of it is bought locally. 

Mr. THomas. Do they buy it on their own, or do you supply a 
schedule ¢ 

Mr. O’Net. Both. 

Mr. Tuomas. Is that 75 percent bought wholesale or right on the 
retail market ¢ 

Mr. O’New. They can buy perishables on the wholesale market, 
in such industries as the meat industry, which is a very large part of 
that. Most hospitals are adjacent to a packing plant or a packing 
facility, and they can buy at that point just as cheaply as this com- 
modity can be bought centrally. They may themselves buy for their 
own requirements without any national schedule contract. 

Mr. THomas. So the meats they get wholesale, for all practical pur- 
poses £ 

Mr. O’Neit. That is correct. 

Mr. Tuomas. If you have an institution as big as a 200-bed hospital, 
let us say. 

Mr. O’Netz. That is correct. 

Mr. THomas. As far as perishables, vegetables, fruits, and other 
things like that, they buy at the regular going price. 

Mr. O’Neiw. On the local wholesale market, unless they are pack- 
aged foods, yes, sir. 

Mr. Tuomas. On the canned goods they buy from you, how much 
do you save them on it ? 

Mr. O’Nerx. Fifteen percent. 

Mr. THomas. Do you supply them with flour, or do they get that 
locally ¢ 

Mr. O’Neit. Both. Where they can use as much as a carload or 
store as much as a carload, we buy it for direct shipment to them. 
They are also permitted to buy from local mills if price advantage 
results. 

Mr. THomas. Would a 500-bed hospital buy a carload of flour? 

Mr. O’Nert. Most of them could not store a carload of flour. We 
are almost out of the flour business since we have closed many of our 
bakeries. The demand for milled flour within the VA is relatively 
low. 

Mr. Tuomas. You mean they buy the bread locally ? 

Mr. O’New. They buy the bread already prepared. 

Mr. Toomas. You still have to buy some flour for the pastries and 
so forth. 

Mr. O’Nem. Most of the pastries are bought locally. They do buy 
some, yes, but the point I am trying to make is the requirement at 
the hospital for quantities of flour has been reduced. 

(Off the record.) 











PASSENGER-CARRYING VEHICLES 


Mr. Tromas. What about your equipment? Passenger vehicles 
Tlow many are you buying this year’ You have a table set out he 
showing that, but we might go into it here. 

Mr. Baxer. Ninety-four, sir, for inpatient. care. 

Mr. THomas. How many are you trading in? 

Mr. Baker. They will all be traded in—94 will be traded in and 94 
new ones will be purchased. 

Mr. THomas. Where is your detail table on that ? 

Mr. Wise. 21-21. 

Mr. Tromas. This is on cars, is it? How many are you buying? 

Mr. Baker. Ninety-four. hy: 

Mr. Tomas. Sedans, 53; station wagons, 5; ambulances, 21; buses, 
15. Isthisall for 1961? 

Mr. Baker. Yes, sir. 

Mr. Trromas. How many do you have on hand now? These are al] 
trades ? 

Mr. Baker. These are all trades; yes, sir. 

Mr. Tuomas. How old are these sedans and station wagons? 

Mr. Baxer. The table shows the year in the column under “model.” 
The first one is shown as 1950. 

Mr. Tuomas. Do you go by the standard GSA rule and regulation, 
namely, 6 years or 60,000 miles? 

Mr. Monk. Yes, sir: that isthe minimum. 

Mr. Jonas. You are right. That is what they told us. It used to 
be, at least, unless they have reduced the time. 

Mr. Tuomas. My old Ford is only 5 years old, and it is good for 3 
more years, I hope. 

Mr. Evins. How many miles have you on it, Mr. Chairman? 

Mr. Tuomas. About 55,000. 

Mr. Evins. They have some in here with 145,000, 101,000, 110,000 
andsoon. Some of them are getting pretty old. 

Mr. Tromas. Mine is new, then. Here is one with 101,000 miles. 
Here is one with 143,000 miles. 

How many do you have on hand, gentlemen ? 

Mr. Baker. It is in the printed budget. 

Mr. Tuomas. Old vehicles to be used. Old vehicles to be ex- 
changed, 26, 41, 43. According to this and what we have read in 
your justific ations, it is nearer 65. 

Mr. Baker. We still plan to use 268 in the inpatient care appro- 
priation. 

Mr. Tuomas. Old vehicles to be exchanged. How many? Ninety- 
six: 53 in inpatient care; 5 station wagons, 21 ambulances, 15 buses, 
2 in outpatient care, plus the 51 in inpatient care, makes 96. 

Mr. Baker. That is right. The total to be used is still 511 of old 
vehicles, plus the 96 to be exchanged. 

Mr. Tuomas. That will be how many ? 

Mr. Baxer. A total of 607. 


re 


e 





BS. 
re 


94 


in 
ro- 


ty- 
eS, 


ald 


529 
OuTPATIENT CARE 
TRAVEL 


Mr. Yares. Why is there this increase in travel of $146, 000 on page 
99-10? I notice that your request has gone up from $5,136,000 to 
$5 282,000. 

"Mr. Monx. That travel increase is for beneficiary travel. That is 
the increased load, primarily. 

Mr. Yates. That is beneficiary travel ? 

Dr. Mippteron. Yes. 

Mr. Monx. That total travel cost is split beneficiary and employee, 
put the increase is all beneficiary travel. 


PERSONAL SERVICES 


Mr. Yates. In the column above that, I notice that the amount 
which is requested for physicians has moved up by $750,000, Is that 
attributable to an increase in fees, or are you going to use more doc- 
tors, or what ? 

Mr. Baxer. This is for more doctors in our own clinics, Mr. Yates. 
These are VA employees who are listed there. 


HIRING OF DOCTORS 


Mr. Yates. How many more doctors will you employ ? 

Mr. Baxer. In the total care of patients, we plan to employ 228 more 
employees. Those will be doctors, dentists, nurses, and ancillary 
employees. 

Mr. Yares. How many more doctors do you intend to employ? 

Mr. Baker. I cannot give you that specifically. 

Mr. Yates. Do you intend to employ more? 

Mr. Baxer. Yes, sir. 

Mr. Yates. Is that not calculated in this increase ? 

Mr. Baker. That is part of the increase, but I do not have it 
spelled out in terms of numbers of doctors specifically. 

Mr. Yares. This says physicians. I assume the increase is at- 
tributable only to physici lans. 

Mr. Baxer. The dollar increase of $750,000 is for physicians. 

Mr. Yarers. That is attributable only to the hiring of additional 
physicians ? 

Mr. Baker. That is correct, sir 

Mr. Yares. Or increase in salaries of existing physicians? 

Mr. Baker. That will account for a part of the increase. 

Mr. Monk. A great part of that would be involved in that million 
dollars which has been charged to inpatient care. I cannot tell you 
how much of it. ; 

Mr. Yarrs. The thing which interests me is, how do you arrive at 
$750,000 for this partic ular item? Presumably you would know how 
many physicians it was for; would you not ? 

Mr. Baker. It is the total for all physicians employed in the out- 
patient care program, sir. 











530 


PROCEDURE FOR COMPUTING INCREASES FOR DOCTORS 


Mr. Yates. But you have allocated $13,268,000 for physicians. The 
last comparable item, which is an actual item, was in 1959. You in- 
creased that by almost half a million dollars for fiscal year 1960, and 
it moves up by about $750,000 for this fiscal year. How do you allo- 

ate this additional amount to it? I am just interested in your 
procedures. 

Mr. Baker. It was computed from the employment on duty plus 
the expected increases. 

Mr. Wise. That is correct. There are a number of elements like 
these average salary increases which add in to the $750,000. 

Mr. YATEs. ‘Does your table of increased employment show how 
many additional doctors are going to come in? 

Mr. Wise. It does not break it out by doctors, sir. On page 22-8 
it shows the professional activities. That is in the care of patients, 
We could assume, for example, on page 22-8, that under *Profes- 
sional medical services,” that is, the second line under “Care of out- 
patients,” about the middle of the page, that practic ally all of the 
transfer of 64 individuals from inpatient care would be doctors. 

Mr. Yates. How much of that increase is attributable to within- 
grade increases ¢ 

Mr. Wise. Specifically on doctors, I could not give the breakdown, 
I know that nationwide it is $445,000 for all within-grade increases. 

Mr. Monk. That would bea small part, then. 

Mr. Yares. I may bea little dense, but I still do not know how you 
would arrive at a $750,000 increase there. Shouldn’t I ask a question 
like that ? 

Mr. Mons. Certainly. 

Mr. Wuirtrer. It is a perfectly proper question. 

Mr. Monk. We would like to supply the information. 

Mr. Yates. I know you would, but can nobody here tell me what 
the procedure was for computing that figure of $13,268,000? Did 
you just take a tot: il amount and just spread it out over the budget ? 

Mr. Wise. The increase is estimated by specific type of employee. 
That we would have to supply. We do not carry this much detail 
in the budget. 

(The information is as follows:) 


DETAILED CoMPUTATION OF $750,000 INCREASE FOR PHYSICIANS 


The table on page 22-8 shows a transfer of 64 employees from inpatient care. 
This number of 64 employees consists of the following physicians: 





Grade | Number Total salary 
Chief ee : : 7 ; ; 24 $312, 000 
Senior z 24 278, 400 
Intermediate ek ts : q 90, 900 
a re ae ; Z 5 43, 000 
Junior. : . Soniee 2 13, 200 
Total s eet - 64 737, 500 
Add, average salary increase bas eed ‘ Z : 12, 500 
Total salary : ; s 750, 000 
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Mr. Tuomas. Mr. Yates, why should they increase their own doctor 
pill by $750,000 and still pay $10 million to outside doctors? 

Mr. Yates. I am not sufficiently familiar with the operation of the 
hospitals to answer that question. If you want them to answer, I 
will be very glad to put that question to them. a 

Mr. Tuomas. This is for the operation of outpatient clinics, a 
$750,000 increase up to $18 million for their own doctors, and yet they 
spend $10 million for outside doctors’ fees. 

Dr. Mippteron. We shall always be spending money for the home- 
town physician care, Mr. Chairman, because of the convenience of the 
patient and the hardship for that patient to get to one of our clinics. 
So it is one of the strongest elements in the care of the service-con- 
nected veteran who is unable to move to our own facility for out- 
patient care. 

Mr. Tuomas. We understand that, but why should your personnel 
joad in your own clinics go up ¢ 

Dr. Mippieron. Because our workload has increased in one part; 
and the other part, as has been explained before, services of physicians 
who have previously been charged against inpatient care and now 
properly are being assigned to outpatient care. 

Mr. Troomas. That is $1 million. 

Dr. Mippieron. That is $1 million, yes, sir .That does not, of 
course, totally explain the $750,000 which is in question presently. 

Mr. Yates. Was any portion of that million dollars attributable 
to physicians ? 

Dr. Mippteron. Yes, sir. 

Mr. Baxer. The table on page 22-8 shows the transfer of 64 pro- 
fessional medical services from inpatient care to outpatient. Those 
would be principally doctors. 

Mr. Jonas. Will you yield right here, Mr. Yates? 

Mr. Yates. Yes. 


CONTRACTS FOR HOMETOWN CARE 


Mr. Jonas. Do you contract with local medical societies ? 

Dr. Mipptrron. Yes, sir. It is a very interesting procedure, dif- 
ferent in several States. There are eight States which have inter- 
mediaries. For example, in North Carolina there is an intermediary 
that acts for the physicians of the State through the State medical 
society. 

Mr. Jonas. And treats with you as to charges ? 

Dr. Mippteron. That is right, sir. It negotiates the contract for 
the hometown care of the service-connected veterans. 

Mr. Jonas. You do not let him just submit a bill and you pay it? 

Dr. Mippieron. No, sir. That is all arranged on a yearly basis by 
contract negotiated between the Veterans’ Administration and the 
medical society ? 

Mr. Jonas. And with the dentists, too ? 

Dr. MippLeron. We have a similar arrangement with the dentists. 

Mr. Jonas. That is all. 

Mr. Yates. I want to ask just one more question here on the chart 
which appears on page 22-10. Then we will leave the physicians and 
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let you supply that information for the record, although I must say 
I thought somebody could answer this as to the procedure, if not the 
specific information, as to how you arrive at this overall figure. T wil] 
let you supply it for the record when you have a chance to think it 
over. 

(The information is shown on p. 530.) 

Mr. Wuirrtrer. May I say just one thing generally? Fundamen- 
tally, the number of employees would be based on the workload in 
the outpatient departments. This load has fluctuated some, and we 
have been concerned about it. Part of the problem is that the doctor 
who is the head of that program is not here. We had to make some 
analysis of this because we were as concerned as you are about it. 

Mr. Tuomas. Is not this item supposed to go down? We have 
already consolidated 13 or 14 of the 17 outpatie nt clinies with regu- 
lar hospitals and put them all under one roof, in one installation. Yer 
this item goes up all the time. Where is the saving’ 


DEMANDS FOR OUTPATIENT CARE 


Mr. Wuirtier. The demand for care is up. I think the produc- 
tivity, as you measure productivity of the individual employee, has 
increased very substantially. As to the amount of care, we do not 
necessarily control the number of people, service connected, who want 
care. Why it should be up one time and down at another time, we 
are not sure we understand. Our impression would be that there 
should be some correlation between workload and economic conditions, 
for example. 

AUDIOLOGY CLINICS 


Mr. Yates. Tell me about the audiology clinic you propose. I just 
want to find out how this is staffed. Do technicians take care of the 
audiology clinic, or do physicians take care of that ? 

Dr. Mippieron. It is taken care of by a Ph.D. who has training in 
audiology or acoustical audiology. He is not a physician. He 
a Ph.D. 

Mr. Yates. So, presumably, the appropriation for those who are 
used in audiology clinics would not be included in the item under 
physicians under personal services. 

Dr. Mippieton. Not as physicians. 

Mr. Yares. I am speaking of that specific item. It would not be 
included in that ? 

Dr. Mippteron. That is correct. It could be professional medical 
services, however, or ancillary medical services, perhaps. 


COST OF DRUGS AND MEDICINES 


Mr. Yates. I notice that the cost of drugs and medicines is going 
up, too. Is this because you will use an additional amount of drugs 
and medicines, or because prices have gone up, or both ? 

Dr. Mippteron. More drugs are being used for more purposes, and 
they are expensive drugs. The mobilization of the Sabai ulous pa- 


tient, the earlier discharge on trial visit in foster homes and other 
oo of care for the mentally ll, and an increasing segment of the 
aging population who are receiving special care for cardiova scular 
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disorders, would account for the increase in the drug costs. As I 
have indicated, it is always in the area of expensive drugs, apparently. 

Mr. Tuomas. Mr. Yates, I have read that the VA spent $230 for 
a thousand pills, and 6 months later turned around and bought the 
same thousand pills for what, $30. 

Mr. O’Netw. That is not quite correct. 

Mr. Tuomas. It is bad enough. 

Mr. O’Net. As long as the drug to which the chairman refers, 
prednisone, was controlled by patents, we had to buy from a limited 
source, and paid $136 a thousand. 

Mr. Yates. It would have been cheaper to import them, would it 
not ¢ 

Mr. O’Netu. Had it been available. When the method was devel- 
oped using the Mexican yam to culture this partic war drug which 
the chairman is talking about, we were able to negotiate a better price. 

Mr. Tuomas. It was a new drug, in the first place. 

Mr. O’New. Yes. We were able to buy it ona competitive basis 
only after a new culture process was developed. We now have the 
price down to $11.99 a thousand. 

Mr. Yarrs. The reason I ask the question, I know a tranquilizer 
drug, for example, costs much more in this country than in England 
or in Japan or other foreign countries. You buy a lot of tranquilizers. 

Mr. O’Nett. We do. However, we have developed a method of 
buying. We exploit competitive bidding to the maximum. 

Mr. Yarrs. Is there actual competitive bidding that can be ex- 
ploited between the drug houses ? 

Mr. O’Nem. Yes, to this extent: In the VA we have just completed 
asurvey. You have seen some of the figures, and they have been 

in the paper, but not the whole story. We buy $35 million worth of 
drugs at published or recommended ‘wholesale prices for $22 million, 
siving approximately 35 percent off the published wholesale prices. 

Mr. Yares. Mr. O'Neil, as part of your study have you ever in- 
quired as to the cost of your drugs in foreign countries?’ I return to 
the tranquilizer drugs. ‘There is not a question of labor cost involved 
insomething like that, where the workmen of a foreign country would 
be working at wages so much lower than those in our country so 
it would be reflected in a significant difference in cost. 

Mr. O’Neiu. As to your first question; yes. As to the other, not 
always, but our major problem in that area is quality control. 

Mr. Yarrs. Have you had occasion to test foreign drugs of the 
tranquilizer a with those in this country 

Mr. O’Netu. I do not believe we have. 

Mr. Yates. How do you know that you have a problem of quality 
control ? 

Mr. O’Ner. Let me get back to one point. 

Mr. Yares. All right. 

Mr. O’Ner. I am speaking from the supply standpoint at this 
point. We do not decide in supply what drugs we may use or whether 
we buy in the controlled trade name or whether we buy competitively. 
That. is done by the professional staff of the Department of Medicine 
and Surgery. 

Mr. Yarrs. The reason I asked my question is, of course, the evi- 
dence being adduced before a Senate committee which indicates that 
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there is some question of whether true competitive bidding exists jy 
some cases for the purchase of drugs. 

Mr. O’New. Weexplored over a year ago— 

Mr. Yates. Let me just finish my st itement and then I will yield 
to you, Mr. O’Neil. 

As I remember the testimony which was adduced, it indicates that 
for the same drug there was a much lower price in the foreign country 
than there is in this country. I would assume that that would be 
applicable to Government purchasing as well. Therefore, | Was 
interested in your statement as to quality control, because I think tha 
is a valid objection to foreign purchasing, coupled with our desire, 
of course, to give our business to domestic companies. 

I think perh: ups before you touch upon the question of quality con. 
trol and say this is a reason, you ought to test it. 

I will now yield to you, Mr. O'Neil. 

Mr. O’Nem. You probab ly recall from reading the testimony that 
the partic ular drug in question was a controlled item which was sold 
in a foreign country, in France, at a much lower price and only one 
company in America controlled the patents and sale in this country 
and export to foreign markets. 

Mr. Yares. Are we talking about Miltown now ? 

Mr. O’Netn. Yes. 

Mr. Yares. It also has another name, Equanil. 

Mr. O’Nerw. That is right. 

Mr. Yates. And it sells for the same price. 

Mr. O’Net. We have just gotten a lower price on Equanil. 

Mr. YATEs.  F Senate hearings were very effective, were they not! 

Mr. O’Net. I do not know whether that helped or not. We nego- 
tiated between the two suppliers, the Wallace Laboratories, makers of 
Miltown, and American Home Products Corp., the maker of the 
other drug. 

Mr. Evins. How much reduction were you able to obtain? 

Mr, O’Net. We first got a slight reduction in Miltown, which is 
not popular. 

Mr. Yates. You mean the reduction is not popular or the drug is 
not popular ¢ 

Mr. O’Nem. The drug. Our doctors much prefer the Equanil. 
The name Miltown is not an attractive name. The other product 
outsells it considerably. 

Mr. Yates. Is the new price which you have obtained higher or 
lower than was indicated as the price of that same drug in the foreign 
market ¢ 

Mr. O’Net. Much higher. 

Mr. Yates. Still much higher ? 

Mr. O’Nerm. Yes. Below the American price. 

Mr. Yates. Are you in a position to check the quality of the two 
drugs? 

Mr. O’Nem. We use the Food and Drug Administration to check 
the quality on all drug items. 

Mr. Yates. Is that agency in a position to check whether the 
same item sold on the foreign market has the same properties as the 
American drug? 
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Mr. O’Nem. Yes. They did that, as I started to tell a few minutes 
ago, on an item manufactured in Italy, one of the antibiotics, which 
appe eared to us to be an item we could use and buy at a aiteah lower 
price, or in any event use the price as a lever to get the American 
price down. But the Food and Drug Administration rejected it for 
admission to this country. 


GAO REPORT ON VA SUPPLY OPERATIONS 


Mr. Yares. Is it in order at this point to ask you whether or not 
you have read the suggestions for increasing your efficiency and 
economy which have bee *n offered by the Comptroller General’s ‘Office, 
or has this not been furnished to you? 

Mr. Wuirtter. We are familiar with it. 

Mr. YATEs. What about the comments which are made about the 
revolving fund? I read from pages 111 and 112, which indicates 
that the stocking of many low-demand items by VA hospitals should 
be discontinued. It is stated that the organization: al pattern of hos- 
pital supply divisions is fixed regardless of size of hospital, that the 
VA duplicates the GSA contracting activities in the procurement 
of pharmaceutical products, that 21 stock- numbering plans are in use 
rather than a single uniform system, that economies are possible 
through adopting the manufacturer’s standard package, case, or other 
container as the unit of issue. 

What about the suggestions which are made by the GAO? Are 
they valid criticisms, in your judgment ? 

Mr. O’Nem. A number of them are suggestions for general im- 
provement. Most of them were underway in the VA when the sur vey 

was made. 

Mr. Yates. Will all the suggestions of the GAO be accepted, or 
do you have objection to any of them ? 

Mr. O’Nem. We have already taken action on most of them. We 
took exception to the one on stocking low demand items believing 
that total cost of procuring and handling should govern rather than 
annual volume. 

Mr. Yates. Yes. 

Mr. O’Netz. On the one relating to the duplication in the VA de- 
centralized contracts and the GSA schedules on drugs, until 2 years 
ago those Federal supply contracts did not reflect our quantity dis- 
counts, and our quantity discounts make a tremendous difference in 
the price. They were aimed at smaller sales, smaller packages. At 
that time they introduced a “most-favored-customer” clause in their 
schedules which forced the suppliers to reflect VA qu: anti discounts. 
As soon as they did that, it became for the first time a duplication. At 
that time we called it to GSA’s attention and suggested that we 
eliminate the dente ation. We requested that they assign to us, as the 
largest single purchaser of drugs and medical supplies, the contract- 
ing for civilian agencies for these items. We have not yet had a 
definite reply to that pending the development of princ iples under 
which they propose to assign to us responsibility for procurement and 
supply of subsistence for all civilian agencies. 
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Mr. Tuomas. Do you get a local discount in your local drugstores 
for prescriptions? 

Mr. O’New. For the prescriptions which are filled, yes, we do, 

Mr. Tomas. How much? You have an item of prescriptions of 
about $314 mililon, $3,684,000. I presume the outpatient goes to the 
hometown and has prescriptions filled at the drugstore, and you pick 
up the check. Do you make any arrangements with the local druggis; 
to give the Government a 10- or 15-percent discount? We buy type- 
writers and automobiles, and in most towns we get as much as 10-per- 
cent discount. Doesthe VA get it? 

Mr. O’Nem.. Yes: the VA negotiates through the State pharma- 
ceutical association special contracts for the filling of these prescrip- 
tions. 

Mr. Tomas. How much discount do you get ? 

Mr. O’Net. It is not constant throughout the country. I think it 
probably will average about 20 percent. 

Mr. Tuomas. Is it really enforced ? 

Mr. O’Netu. Yes: itisenforced. It isenforced for us 

Mr. Trromas. A veteran goes to his hometown druggist and pays $2 
foraprescription. ‘That means- ' 

Mr. O’Nerz. That prescription is billed through the State pharma- 
ceutical associations, which polices that for us, and we audit the State 
pharmaceutical associations once a year. 

Mr. Ostrertac. Do they police the price structure / 

Mr. O’Net. Yes; for which they give us a periodic billing, which 
s ives considerable fiscal cost in auditing and handling. We pay them 
the actual cost, not to exceed 10 percent for this service. 

Mr. Yates. I understand, then, you have accepted most of the rec- 
ommendations of the GAO in its critical report, and have under con- 
sideration the question of whether you will accept the others as well. 
That is currently under consideration ? 


Mr. O’Neru. That is true. 
OUTPATIENTS FEE PHYSICIANS AND COST OF FEE SERVICES 
Mr. Yates. Please put pages 22-15 and 22-14 in the record for in- 


formation purposes for those who may want to read these hearings. 
(The pages referred to follow :) 
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Comparative summary of individuals visiting outpatient clinic staff and fee physicians 
for outpatient medical services, and cost of fee services 


4]] purposes 
Staff and fee....-.. 
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Direct cost 
Other cost 


Lotal cost 
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MAINTENANCE AND OPERATION OF SUPPLY 


Fiscal year 
1959 


ctual 
207, 301 
597, 22 





$7, 508, de 
$603. NOR 
oS, 111, 667 
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Program and financing 
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2, 218, 000 


capital outlay as follows: June 30, 1959, $36,438; 1960, $3,080; 1961, $43,800. 
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Fiscal year 


1961 


estimated 





2, 279. 600 
1, 669, 600 
610, COO 
$13. 54 
, L000 
$705, 000 
$8, 965, 000 






394, 700 
350, 000 
44,700 
$13. 87 
$620, 000 
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1961 estimate 


$349, 000 
813, 000 
365, 000 
541, 000 
452, 000 


2, 520, 000 


2, 520, 000 


2, 520, 000 
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Object classification 


| i 
j 1959 actual | 1960 estimate | 1961 estimat, 








Total number of permanent positions_...........-.----------- | 379 | 378 
Average number of all employees. -_.........--.---------------| 366 | 365 | 
Number of employees at end of year.......------------------- bce ec a lia 
Average GS grade and salary_-........-.-..-- sciteedaipiteteiantstiniagiaioaiil 58 $5,111 | 63 $5,335 
Average salary of ungraded positions..-...-- Jccsmencce tina aaa __—*$4, 638 $4, 646 | 
01 Personal services: | | 
en 2th A. caneseeescemeiedaee $1,805,211 | $1,842, 200 | 
EE ee | 38, 566 36, 200 
Se SN GION WHER Sono nce cenomoscuececseccs | 1, 843, 777 1, 878, 400 | 
a . punndnkeneeudametd | 6, 653 7,400 
ee Te enON NOE) GE GOIN oe ce necnscnnceccocesncs | 4,705 2, 000 
8 RE BOT WIOOR so cen tcconserccccesccncccens ‘ 21, 123 21, 200 
0S ents and utility services.......................... | 70, 133 39, 800 
06 Printing and reproduction..................-.-- | 14, 961 15, 000 
07 Other contractual services...................- © -| 24, 782 39, 200 
08 Supplies and materials......................- 63, 422 89, 900 
00 Bauipment............... ee ee | 36, 438 | 3, 080 
11 Grants, subsidies, and contributions._.............-- 118, 615 121, 520 
13 Refunds, awards, and indemnities_........-- ace } 400 |_- 
re en oneedeweu 446 500 
ES Ee ee 2 ee ee See 2, 205, 45 2, 218, 000 
Costs financed from obligations of other years, net (—)_._-- —9, 551 
I al ce eesminte 2, 195, 904 2. 217, 000 





Mr. Yates. Let us turn now to the maintenance and operation of 
the supply depots. 


JUSTIFICATION OF THE ESTIMATE 
Put page 23-1 into the record, and follow that with the written 
material which appears on page 23-2. 
(The pages referred to follow :) 
MAINTENANCE AND OPERATION OF SuppPLy Depots, $2,520,000 


Cost summary by object 





Fiscal year Fiscal year Fiscal year | Increase (+) 
| 1949 1960 | 1961 or decrease 
actual estimated estimated , 1961 
| over 1960 
Average employment: | 
VA employees _...--....-.--.. sine eaicnnielie 363 | 362 | 370 +8 
Average salary. -.---- ec aa iemaail al atta $5, 079 $5, 277 $5, 328 +$51 
Costs by object: — . : : — 
Oe I On... cntinsinadibperedons | $1,843,777 | $1,910, 300 $1, 971, 400 +$61, 100 
O28 WENGE. oacaccce aa cen aaah | 6, 653 | 7, 400 7, 400 ae 
03 Transportation of things.....-....-.-- 4,705 2, 000 2, 000 . aan 
04 Communications_...........-. Guniemees | 21, 123 21, 200 21, 500 +300 
05 Rents and utilities.............-- | 70, 133 39, 890 70, 200 +30, 400 
Utilities and services.-..-.--- | (23, 200) (23, 750 (23, 700 (—50) 
All other_- : hei sebuel (46, 933 (16, 050 (46, 500 (+30, 450) 
06 Printing and reproduction ___-------- 14, 961 15, 000 | 15, 000 nites 
07 Other contractual services__..._---- 24, 782 39, 200 178, 600 +139, 400 
Employees life (Public Law 598) | 
and health (Public Law 86-382) | 
a unnatiaiel (6, 353) | (6, 700 (26, 80% (+-20, 100) 
a oi dabebie Saiteien 63. 422 89, 990 | 82, 900 —7, 000 
09 Equipment__-_.-.-.--.-.- : ; 36, 438 3, 089 43, 800 +40, 720 
11 Grants, subsidies, and contracts (CSR)_| 118, 615 | 123, 620 | 126, 700 +3, 080 
13. Refunds, awards, and indemnities__._- a DP EdkadtdinncbeaBogaes ; ooustabiahin 
15 Taxes and assessments. -_-. ; 446 5) 500 
Total net costs__- ; Sei aes 2, 205, 455 2. 252,000 | 2,520,000 | +268, 000 
Less cost from other year obligations. ..-.---- —9, 551 , anosece 
Total obligations_.- Selipeieeiealasusmaese 2, 195, 904 2, 252,000 | 2,520,000 | +268, 000 
Add unobligated balance or savings_- +796 |_. oe - onsaaentl 
1959 appropriation available in 1958_.........-.- +5, 000 |.....- St ‘ =a j awende 
#88 proposed supplemental !_ ___- = —34, 000 +34, 
I pro} i suppl 1! 4 34, 000 
Appropriation or estimate----- ---- | 2, 201, 700 2,218,000 | 2, 520, 000 +302, 000 
| 





1 Includes $34,000 for wage rate increases. 
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PROGRAM NOTES 


One of the principal means of insuring supply economy and ready availability 
of supplies and equipment to VA field stations is provided through the mainte- 
nance and operation of three supply depots located at Hines, Ill.; Wilmington, 
Calif.; and Somerville, N.J. 

Functionally, the depot program consists of (a) depot administration, (b) 
depot operations division (c) depot stock control division, (d@) depot marketing 
division, and (e€) depot engineering division. The depots receive, inspect, ware- 
pouse, pack, and ship approximately one-fifth of the total items of supply and 
equipment used by VA field stations. The depots are responsible for servicing 
VA facilities within areas designated on the map contained in this section. In 
addition, the supply depots provide certain services for other Federal agencies 
on a reimbursable basis. During fiscal year 1959 total sales amounted to 
$26,384,445 for a total of 47,347 tons shipped. 

Electric accounting machine activities have been consolidated at the Hines, 
Ill, and Somerville, N.J., supply depots to provide property accounting service 
to VA hospitals in the adjacent areas and to the depots. This service was insti- 
tuted during the latter part of fiscal year 1958 at the Hines Depot, and at Somer- 
yille late in fiscal year 1959. Such a consolidation is being planned for the re- 
maining depot, Wilmington, Calif., during fiscal year 1961 and the expansion of 
such services at Somerville and Wilmington will required increased financial 
support in fiscal year 1961. 

COST CHANGES 


The fiscal year 1961 estimate provides for an increase of $302,000 over fiscal 
year 1960, or a net increase of $268,000 after considering the $34,000 fiscal year 
1960 supplemental requirement for wage rate increases. Of the increase, $61,100 
is for personal services cost ; $30,400 is for rental of electric accounting machine 
equipment ; $115,680 is for deferred maintenance and repair items; $40,720 is 
to replace worn and obsolete equipment; and $20,100 is for Public Law 86-382 
employee health insurance. 

PERSONAL SERVICES 

Of the $61,100 net increase in this object, after considering the offset of $7,291 
for one less workday, $49,591 is required for an increase of eight employees 
required primarily for maintenance work and to fill vacancies in presently under- 
staffed divisions. $18,800 is required for an average salary increase of $51 per 
employee which cannot be offset by employee turnover or improved efficiency. 
During the past 5 years the average salary increase due to within-grade salary 
advances and reclassification has been in excess of $100. No civil service re- 
classification action approved after July 31, 1959, has been considered in com- 
puting the $51 average salary increment required. 

Mr. Yares. I note that the cost of maintenance and operation of 
the supply depots is going up $302,000 over what it was for 1960. 
The principal item of increase is other contractual services. That is 
the contribution to the health insurance plan principally ? 

Mr. Tuomas. $40,720 to replace worn and obsolete equipment, 
$61,000 for persona] services, $30,400 for rental of equipment. 

Mr. Yates. The increases appear in the third paragraph on page 
23-2. The following page shows where the other contractual serv- 
. . . 5 5 . . 
ices are to be, giving a tremendous number of details which I do not 
think should encumber the record at this point. 


EXPENSES 
Other objects appear on page 23-7. Put that page in the record 
90) PI . pa; 
at this point, Mr. Reporter. 
(The page referred to follows :) 








Oo 
st 
ue 





Mr. 
the st 
) 

' 


UP] 
\ 


os 
























OOO 





OOS 




































0961 
|} JBod [BOTA 





}4DYY AhAvuUuuns jv Qo 











pup poo)yiom jodap fijddng 








541 
Suppty Program 


Mr. Yates. Consolidated supply activities. You have a chart of 
the supply program on page 24—4, which will be put in the record. 
Supporting that, place in the record page 24-3. 

(The pages referred to follow :) 


SupeLty Deport Stock anp NATIONAL Buyina Cost TRENDS! 


Analysis of cost 


DEPOT STOCK PURCHASING, STORAGE, AND DISTRIBUTION 


Estimated 
Actual, 
fiscal yeat 
1959 Fiscal year Fiscal year 
WK 196] 
supply depots: : 
Administration $216, 18 9222, 20K) $224, 800 
Penalty mail ‘ 10, 804 10, 825 10, 825 
Operatior e 739, 622 758, 700 764, 900 
Stock control 306. 639 314, 30) 317, 500 
National buying ? 28s, SE4 359, 400 362, 800 
Engineering - - : 498, 414 511, 375 2 648, 375 
Total. : - a . 2, 060, 523 2, 176, 800 2, 329, 200 
Yentral office 
National buying i ‘i 5, 900 6, 300 6, 400 
Accounting and rental costs, program supervision 123. 220 130, 500 132, 800 
Total 129, 120 136, 8CO 139, 200 
Total cost ; 2, 189, 643 2, 313, 600 2, 468, 400 
Total depot sales 26, 334, 445 27, 751, 500 28, 000, 000 
Cost per $100 depot sales 8. 32 8. 34 8. 82 





CENTRALIZED PROCUREMENT (DIRECT SHIPMENTS) AND CONTRACTING FOR 
FIELD STATIONS 


Supply depots 


co ee 


| 
AY etbiai ae eek ed $143, 003 $136, 940 | $140, 400 
pubdecbiinnas th eau 14, 849 | 13, 680 14, 100 


Total cost___. ; aie te cs -s 157, 852 150, 620 154. 500 
Total direct shipments and purchases against direct cost 26,091,880 | 26,000, 000 26, 500, 000 
st per $100 AIR SEALS MA, ONS Se aaa . 60 | . 58 58 


Details of supply depot operations found in sec. 23. 
‘Includes deferred maintenance projects, 
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COST TRENDS 


Mr. Yates. Mr. O’Neil, would you like to tell us something about 
the operations of this program and what the cost trends are? I note 
that in 1959, for example, your costs per $100 were $8.02, and went 
down in 1960, and are starting to move up again in 1961. Can you tell 
us why ¢ 

Mr. O’Netw. Yes. The cost trends are explained in detail on pages 
94-2 and 24-3. The total salary cost trend has run in relation to sales, 
One thing we must look at here is that both the depot and the overall 
supply program are steadily increasing in workload. It appears to- 
day, vithough we anticipated, on page 24-3, that depot sales would 
be up a million and a half dollars in 1960 over 1959, at the present rate, 
sales to the close of the first half were up 18 percent, or were already 
up the entire anticipated amount in the first half, so it looks as if they 
will be up—— ; 

Mr. Tuomas. Give us your volume figure and your inventory figure, 
and we will let you go ahead. 

Mr. O’New.. All right, sir. 

Mr. Tuomas. What are your total purchases and what is your in- 
ventory? In your table on page 24-3——— 

Mr. O’New. That is depots only. The total depot sales, actual 
1959, $26,334,445, anticipated 1960, $27,751,500, which we believe now 
will be $29 million. 

Mr. Tuomas. You did $25 million worth of buying outside of your 
own agency. 

Mr. O’Netw. We do more than that. 

Mr. Tuomas. I remember seeing the figure someplace, $25 million. 


INVENTORY AND SALES DATA 


Mr. O’Nem. Page 24-10 has the total VA inventory and sales. 
Mr. Yates. Put that in the record at this point, Mr. Reporter. 
(The page referred to follows:) 


Inventory and sales data fiscal year 1959—average monthly inventory 


Field Supply Total Sales of Ratio of 
Supplies and equipment stations depots goods sales to 
inventory 
Provisions_. $1, 988,009 | $3,973,725 | $5, 961, 734 |$47, 023, 827 7.9 
General supplies 2, 332, 969 2, 838, 718 5, 171, 687 | 25, 832, 837 5.0 
Drugs and medicines 3, 692, 275 1, 152, 751 4,845, 026 | 22, 500, 768 4.7 
Other medical supplies ; 2, 240, 017 4, 999, 868 7, 239, 885 | 17, 580, 266 2.4 
Equipment y 65, 967 2, 474, 203 2, 540,170 | 13, 050, 251 5.1 
Fuel 1, 197, 449 1, 197, 449 6, 205, 454 5.2 
Low sales and standby 2, O84, 864 2, 084, 864 2, 462, 144 1,2 
Stocks withdrawn for shipment (unclassi- 
fied) _. 946, 135 COB, TB Vsin ccnctceteeeeee 
Repair services (S. & R : 238, 499 
Total. 13, 601, 550 | 16,385, 400 | 29, 986, 950 |134, 993, 048 4.5 
In transit between depots and stations a” } ER Ae 
8. & R. storeroom stocks 89, 554 | . 
8S. & R. work in process Rae le 
Subtotal 30, 761, 859 |134, 993, 048 | 4.4 
Printing and reproduction program: 
Forms, form letters 807, 870 3, 110, 534 | 3.9 
Work in process 12, 170 igtdbpoccmesqpada 
Total . ; ; ; 31, 581, 899 |138, 103, 582 44 





NoTe.—Data provided in this table relate sales to average monthly inventory to reflect true ratio of 


sales to inventory investment. Inventory figures differ slightly from closing inventories shown in financial 
statement of supply fund. 
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Mr. O’New. That shows total sales for the year 1959, $134,993,048, 
of supplies and equipment; and $3,110,534 for forms, form letters, 
and other printed matter, for a total of $138,103,582. 

Mr. Tuomas. That is only for fiscal 1959 in this table? 

Mr. O’New. That is the actual. 

Mr. Tuomas. How much of that did you buy for agencies other 
than the Veterans’? 

Mr. O’New. For agencies other than Veterans’, about a half-million 
dollars. 

Mr. Tuomas. I saw someplace $25 million. 

Mr. O’New. No, sir. 

Mr. Yates. Do you have a figure on total sales as of the first 6 
months ? 

Mr. O’Nett. Normally, the first half is lower in sales than the second 
half. The percentage figure is 18 percent increase. 

Mr. Yates. Increase over 1959 for the first half of the year? 

Mr. O’Neru. That is true. Over $2 million in depot sales alone. 
The station sales are up about $4 million. 

Mr. Yates. You want an increase of 23 employes for this program. 

Mr. O’Net. That is correct. 


Mr. Tuomas. Is this your language? You may have to straighten 
it out. 


In addition, the supply depot provides certain services for other Federal 
agencies on a reimbursable basis. During fiscal 1959, total sales amounted to 


$26,334,000. 

Mr. O’Neiw. That is not my language. Mr. Wise, what is that? 

Mr. Tuomas. I am just reading it. 

Mr. Baxer. That includes the total operation of supply depots, in- 
cluding sales to VA hospitals. 

Mr. Toomas. The language indicates to other agencies. 

Mr. Baxer. It is not too clear. 

Mr. Yates. It says “other Federal agencies.” 

Mr. Baxer. We supply services to other Federal agencies, but the 
total refers to the total operation of the depots. 

Mr. Monx. What page is that ? 

Mr. Yates. 23-2. 

[Tam on page 244, and I am looking at the new employees he 
wants, indicating he wants 23 more employees. I wonder why you 
need them. 

Mr. O’New. There are eight additional employees in the depot, due 
totwo things. One, the increasing workload. 

Mr. Osrerrac. Do you have a figure which shows your inventory 
as of a given time—let us say the first of the year or the first of the 
fiscal year—and your inventory at the end of the year? 

Mr. O’Neri. We can take a reading every month. We do that. 

Mr. Osrerrag. Is there anything in this justification which shows 
your inventory figures? 

Mr. O’Nett. We show the average monthly inventories, but there 
is nothing in there which shows the inventory as of a specific date. 
Our inventory is planned to fluctuate, to go up and down, largely due 
to the seasonal requirements of subsistence. 

Mr. Osrertac. The inventory and sales data on page 24-10 include 
all supplies and equipment and food, do they not ? 
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Mr. O’Netu. Yes. Food, equipment, forms, drugs, medicines— 
anything that can be carried in inventory. 

Mr. Tuomas. But bear in mind 75 percent of the food is bought 
locally, so it does not show up in this. 

Mr. O’Nett. Not in the depot inventory. Yes, some of it does, in 
the total inventory. 

Mr. Toomas. Are you sure? 

Mr. O’Net. If it is bought for stock, inventory locally, like meat 
products. You may buy a week’s supply at a time or a month’s sup- 
ply. It will be in there for a given period. 

Mr. Tuomas. It will show in this inventory of $138 million? 

Mr. O’Netw. For the period that it is in the inventory. The inven- 
tory is not $138 million. 

Mr. THomas. I know that. 

Mr. Ostertac. It does not show purchases, in other words. 

Mr. O’Netz. Purchases are shown in the supply fund section, pages 
6-2 and 6-3. 

CANTEEN Service Revoitvine Funp 

Mr. Yares. Mr. Reporter, put pages 25-1, 25-2, 25-3, and 25-4 in 
the record. This shows the status of the canteen service revolving 
fund, and indicates that no appropriation by Congress will be sought 
for this activity. 

(The pages referred to follow :) 


CANTEEN SERVICE REVOLVING FuND 


No appropriation by the Congress will be required for the operation of the 
veterans canteen service during fiscal year 1961. The veterans canteen service 
was established by Congress in 1946 to furnish at reasonable prices merchan- 
dise and service necessary to the comfort and well-being of veterans in hos- 
pitals and domiciliaries operated by the Veterans’ Administration (38 U.S.C. 
4201-08). The budget estimate in the amount of $10,516,173 for the veterans 
canteen service, fiscal year ending June 30, 1961, is submitted for the purpose 
of providing for its maintenance and operation. 

The Congress originally appropriated a total of $4,965,000 for the operation of 
the veterans canteen service and no additional appropriations have been re 
quired. Funds in excess of the needs of the service totaling $6,358,339 have 
been returned to the Treasury. Funds in the amount of $465,444 will be returned 
to the Treasury during fiscal year 1960. Contingent upon the operating results 
for fiscal year 1960, and the capital requirements for fiscal year 1961, the 1961 
estimate anticipates a further repayment to the Treasury of $25,992. 


CAPITAL REQUIREMENTS 


At the end of fiscal year 1959, there were canteens in operation at all VA 
hospitals and domiciliaries. Capital requirements for operation of the veterans 
canteen service during fiscal year 1961 are as follows: 


1. Cash 


(a) Petty cash and change funds.—The average sum of $744 per canteen is 
considered necessary for the purpose of making limited local purchases, paying 
incidental operating and housekeeping expenses, and providing adequate change 
requirements. Such funds are established in amounts commensurate with the 
size and requirements of each individual canteen. Total requirements, $127,250. 

(b) At the field station depositaries.—It is estimated that the average sum 
of $7,632 per canteen is necessary for the maintenance of field station depositary 
accounts. Total requirements, $1,305,109. 

(c) At the field offices and central ofice.—It is estimated that the capital re 
quirements for five field offices and central office will amount to $1,931,057. This 


zo 


of 


of 
re 


du 


th 


eq 


Me 
Pre 
Ac 
Per 


Fie 
Me 
Acc 


Ful 
Ani 
Me 
Pie 





_— = 


verw 


el ed 


is 


e 
le 
0. 


i a 


547 


total will provide a portion of the cash for payment. of outstanding accounts 
payable, accrued annual leave and to cover liability for accrued payroll, with- 
polding taxes, retirement, unredeemed coupons, etc. ) 1 

(d) Cash reserve in special deposit account.—lIt is estimated that a $300,000 
cash reserve in the special deposit account with the Treasury Department should 
pe reserved in order to provide a source for emergency cash requirements. 

(e) Cash reserve for contingencies.—It is estimated that a minimum cash 
reserve Of $200,000 in the special deposit account with the Treasury Department 
is required to provide sufficient cash on hand for the following contingencies: 

(1) To provide a reserve for losses that may materialize due to cost 
price depreciation of merchandise inventory and decreased sales volume. 

(2) To provide adequate protection for possible losses resulting from 
fire, robberies, or other casualties. 


2, Inventories—Commodities for sale 


(a) Retail departments.—It is estimated that a retail inventory of $3,600,000 
is required for canteens in operation. 

(b) Food departments.—It is estimated that a food department inventory 
of $263,876 is required. 

(c) Service departments.—Service department inventories consist primarily 
of vending machine stocks. It is expected that an inventory of $18,521 is 
required. 


8. Equipment 


Capital requirements for replacement of worn-out equipment and remodelings 
during fiscal year 1961 are estimated to be $771,804. 


OPERATING RESULTS 


It is expected that sales will amount to $37,200,814 in fiscal year 1961, and 
that a net profit of $183,912 will be realized. 


PERSONNEL REQUIREMENTS 


It is estimated that a total of 2,415 permanent positions and 218 full-time 
equivalent of all other positions will be required in fiscal year 1961. The increase 
of 89 positions indicated in the following tabulation will occur during fiscal 
year 1960 as a result of converting canteen employees to a 40-hour, 5-day work- 
week and be maintained through fiscal year 1961: 











Inerease or 
| 1959 actual | 1961 estimate | decrease (—) 
| |1961 over 1959 
cela dubictiilb dani hannqditiibled phat beens teed ects. o 

| 

CENTRAL OFFICE | 
memati ss oa ly) baw ict 2 | Swi. 
a SS ee ee 6 | 6 bis cridusdcies~ 
hese RASS a es ed anita teeceie mene 15 | TB seeidsinatpieaieieeadis 
mesunttng and anditing..-.........0- 6. 14 | a oS 
Personnel and administration...................._.--_-. le 2 | 3 het clale.. 
tec Sot en Serer en ans. Seeerae Smee 39 ities 
eemochers Olea sors ksi deste siua anscabbsces iiss | Aiw & 15 1 15 esndesiuedeald. 
ce 49 | 46 —3 
Eg none ork tea nec en | 109 | 108 | —1 
a ia wt tn Racteetinn badita etn Shin dst Lesse. Sdewtel 173 | 169 —4 

CANTEENS Wee F 

Senne MOUNO NEC i. ek telecine, Ss yt 1, 467 | 1, 517 50 
I ee ke cele | 277 | 285 8 
eh a nS i eS eS te ae 116 i aE 
eG te EM Ga tas Wepen PP aE Oe! 284 | 289 5 
ee | eee — | — 
ta <snepasuacmnteotetteleriigensectunheangeel 2, 144 | 2, 207 63 
Total permanent positions._.______..................-.- 2, 356 2,415; 89 
Total full-time equivalent of all other positions._......__- | 188 218 | 30 
ON eee i Aaa ae RAE Als 2, 544 | 2, 633 89 

| | 
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PRIOR FISCAL YEARS ADJUSTMENT 


Based on a recommendation of the General Accounting Office a study to re 
determine the useful life of fixed assets has been completed. The results of this 
study indicated that an adjustment to the accumulated depreciation should be 
made in the amount of $1,057,479. This adjustment will be made during figeaj 
year 1960 which will increase the net value of equipment and will result in an 
increase in the investment of the U.S. Government. 


FINANCIAL CONDITIONS 


The current assets of the veterans’ canteen service consist of cash, accounts 
receivable, merchandise inventories, prepaid expenses, and other assets. At the 
close of fiscal year 1961, it is expected that cash on hand and on deposit will be 
$5,063,342. It is estimated that accounts receivable, consisting mainly of 
amounts due from personal funds of incompetent patients will be $410,000. It is 
believed a capital investment in inventory of $3,882,397 will be required. Pre- 
paid expenses and other assets should amount to $13,369. Current assets are 
estimated to total $9,369,108. Current liabilities are estimated to be $2, 448,053 - 
this amount will be made up of trade accounts payable, accrued payrolls, ac- 
crued leave, unredeemed coupons, withholding taxes, retirement, and other cnur- 
rent liabilities. The total working capital (current assets less current liabili- 
ties) as detailed above will amount to $6,921,055. 

The total budget estimate for the veterans’ canteen service for fiscal year 1961 
is made up as follows: 


Ne ee eee eens a ick eaickinemraitwebisinaduumeaeton $6, 921, 055 
Investment in equipment, net al ean aan is ae 


Total investment of U.S. Government 10, 516, 173 


RENTAL, MAINTENANCE, AND REPAIR OF QUARTERS 


Mr. Yates, Page 26-1, relating to rental, maintenance, and repair 
of quarters, should go in the record at this point. 
(The page referred to follows:) 


RENTAL, MAINTENANCE, AND REPAIR OF QUARTERS 


There are available for leasing to Federal employees 133 housekeeping units 
located at Perry Point, Md. These units, which were transferred to the Vet- 
erans’ Administration in 1925, were constructed prior to World War I and 
consequently are in need of considerable modernization, maintenance, and 
repair. In addition, on the sites of the new hospitals to be constructed at 
Nashville, Tenn., Brecksville, Ohio, and Cleveland, Ohio, there are 48 units 
rentable as quarters. 

Due to the need for providing living quarters as an incentive to recruit and 
retain the services of key employees, a long-term program is maintained to 
defray from rental income all operating, maintenance, repairs, and, as possible, 
modernization expenses incidental thereto (38 U.S.C. 455). Rental charges are 
determined in accordance with instructions contained in Bureau of the Budget 
Circular A-45, which requires that charges be set at comparable community 
rates, based on fair appraisals. 

Because of the extensive backlog of maintenance and repair work, virtually 
all income must be applied to the upkeep of the quarters to assure even minimal 
living standards. The age and type of construction of the units will require 
increased maintenance in future years. 

During the construction of the three new hospitals, some of the buildings 
suitable for rental are being leased to the original owners pending completion 
of the hospital. Others are being rented to resident engineers, guards, and 
personnel associated with the construction. Several of these buildings will be 
disposed of through demolition before activation of the hospitals, and the others 
will become part of the hospital quarters available to VA employees. Subsequent 
to the activation of these hospitals, rentals will accrue as quarters allowances 
and be deducted from inpatient care appropriation amounts. In the interim, 
profits as realized are paid into the general fund of the Treasury. 
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GENERAL Post Funp 
Mr. Tuomas. They have about a million-dollar investment in the 
neral post fund. 
> ° 
Mr. Yates. Put page 27-2 into the record. 
(The page referred to follows :) 
General post fund—Statement of assets, liabilities, and capital 
Actual, | Estimated, Estimated, 
| fiscal year fiscal year | fiscal year 
1959 | 1960 | 1961 
| } 
2. _ =i tl oe ee. te —— chee — ee ee 
| | 
Assets: | 
Balances as of July 1: | | | 
Equipment and facilities_.............-. ee ee ae | $3,502,363 | $4,850,814 | $5, 673, 000 
Investments - - hoatutndteansceesbaas te bdecse | 1, 733, 500 | 1, 064, 500 | 1, 000, COO 
a cia aithtichcigeinnihiaxetcnebaasteoiGile Be eat 1,681,034 | 1, 477, 958 | 1, 250, 000 
| cee ee: ea eee, ae | 6,916,897 | 7,393, 272 | 7, 923, 000 
Income during fiscal year: i 
Equipment and facilities donated__-_.-._- caidinitaidbtal 182, 158 | 182, 186 | 180, 000 
Investments donated. S conta «abana eae 5 CS  ) _— be aes = 
Interest on investments._..... inside dine dinihe 30, 202 | 26, 000 | 25, 000 
Cash receipts from donations, estates, etc__._.-- ad 1, 571,155 |} 1, 571, 542 | 1, 570, 000 
NEY.  cnghlabcdh leis Socuittanares pddwedddancous | 1, 789, 515 | 1, 779, 728 1, 775, 000 
Balance plus income: : ae 
Equipment and facilities_...--.-- uongenoebibeekakel 3, 684, 521 | 5, 033, 000 | 5, 853, 000 
OO —EEe aa aaaemannae sia 1, 739, 5CO | 1, 064, 500 1,000, 000 
RN oes ee Socks oe ne-e------| 3,282,301 | 3,075, 500 2, 845, 000 
oe —— erent apne Eee 
Total assets.......... EE: eee 2 oe 8, 706, 412 | 9, 173,000 | 9, 698, 000 
Liabilities and capital: = i 
Expenditures during fiscal year: ! 
Supplies and services. -- ee ee eee 1, 247, 086 | 1, 210, 000 1, 210, 000 
Settlement of estates and claims... -....._- Se cecl 38, 829 | 40, 000 40, 000 
Discounts on investments sold________-.-- es tnt 27, 225 | ; Se selieesiien 
a —- 2k. 2.2 
Eide sckceiabcnnenc beh danswckenssteeednanssy | SSE | 3 ONee 1, 250, 000 
Capital at end of fiscal year: Te 
Equipment and facilities...........-..........-......- 4, 850, 814 | 5, 673, 000 6, 228, 006 
| Investments - - yadaeaahebeb heme en eielae esa 1, 064, 5CO | 1, 000, CO 1, 000, 000 
LGHLs cinkonscdetsoekGalakdensiboen aes deciaeccs | 1, 477, 958 1, 250, 000 | 1, 220, 000 
| eee — | -— - — | ——— 
Mics sisciacie era deewsisdnlicab dna pbuwibghsewnde 7, 393, 272 7, 923, 000 8, 448, 000 
Total liabilities and capital.......................- | 8, 706, 412 9, 173, 000 | - 9, 608, 000 
| | 
} 


1 Excluding net amounts expended for equipment and facilities included in comparable capital accounts: 
_ year 1959 (actual), $1,166,293; fiscal year 1960 (estimated), $640,000; fiscal year 1961 (estimated), 
75,000. 
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Mr. Yates. We move to “Construction,” and I yield to the chair- 
man. 

Mr. Tuomas. Have you a statement, Mr. Ashbridge, on the con- 
struction matter? You are looking for $75 million. We had a pro- 
ram about 8 or 10 years ago to modernize ever ything over a period 
of 10 or 12 years. Now we ‘turned around and spent money a couple 
of years sago for the same progr am. 

Mr. AsHBRIDGE. It isa continuing proc ess. 

Mr. THomas. Twelve years, $75 million. It used to be $100 mil- 
lion. It isthesame program, is it not? 

Mr. Asuprince. It is a continuing program. 

Mr. THomas. How much did you spend for this new program? 

Mr. Asueriner. In the next 12 years, about $900 million. 

Mr. Tuomas. I mean to formulate the new program. You had a 
committee studying it, did you not? Go ahead with your statement. 

Mr. Monk. That was an internal committee, Congressman. 

Mr. Tuomas. The answer is “No costs.” 

Mr. Wuirtier. I am sure it cost something. 

Mr. Monk. We did not pay anybody outside to do it. 

Mr. Tuomas. Go ahead, Mr. Ashbridge. 


GENERAL STATEMENT 


Mr. Asuprivce. Mr. Chairman and gentlemen, the part of the Vet- 
erans’ Administration budget which you are now about to consider 
covers funds for our construction program. 

We request $1,622,000 in administrative funds and $75 million in 
construction funds, for a total of $76,622,000. Consideration of the 
two together makes their relation ¢ learer. 

The administrative expenses include staff activities and preliminary 
development of construction projects prior to Presidential approval. 
These expenses are financed under “Medical administration and mis- 
cellaneous operating expenses.” 

The appropriation entitled “Construction of hospital and domicil- 
iary facilities” covers the preparation of working drawings for and 
construction of new and replacement. hospitals, acquisition of sites, 
modernization of existing hospitals, and the fixed and initial portable 
equipment required to make the newly constructed hospital buildings 
operable. 

Mr. Tuomas. May I interrupt you just a minute, Mr. Ashbridge. I 
am always confused, so it is nothing unuusual, but when I got to that 
part of your budget I was still confused. You have engineers, archi- 
tects, doing advance planning. Then you have engineers and archi- 
tects doing construction. Why in the world can you not combine 
them allinone? You have part of it under program 9000 and part of 
itunder 1700. 

Mr. Asuprince. Sir, we would be delighted to do it. I think 
would simplify things very much indeed. 

Mr. Tuomas. W hy has it not already been done, if it would simplify 


things? It appearstome that it would. Idonot know. Iam asking 
you. 
Mr. Asuprincr. It has been customary in the past, s I do not 


know the reason ~ it. 
Mr. THomas. Go ahead. 
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Mr. Asusripce. Hospital and domiciliary facilities construction 
funds available after the appropriation for fiscal year 1959 were 
reduced during that year to $65.1 million through obligations totalin 
$63 million. For the current year the sum available is $96,800,000, o 
which $55,800,000 will remain at the end of the year. This residue 
will pay for technical services, construction, and initial portable equip- 
ment for projects already programed. 

An even more drastic use of our anticipated funds is contemplated 
in fiscal year 1961 when we plan to hit a new high (since 1951) by 
obligating $89 million. The expected balance at the end of the coming 
fiscal year will be $41,800,000. 

The construction fund request of $75 million is made up of: 

(a) $52,724,000 to permit the construction of new or replace- 
ment hospitals at Martinez, Cleveland, and Washington, for 
which money for technical services has been appropriated pre- 
viously ; 

(6) $14,470,300 for construction and initial portable equip- 
ment for major modernization projects for which technical sery- 
ices funds were appropriated in 1960, and 

(c) $8,643,200 for technical services for new major improve- 
ment projects and for planning, construction, and initial portable 
equipment for the now Vial of minor projects. 

As a result of this proposed increase in our program, we are asking 
for a slight increase in our staff responsible for preliminary develop- 
ment of projects and preparation of working drawings. Later we 
shall show the number of man-years required, based on latest work 
measurement standards. 

Projects of current interest are replacement hospitals for which 
funds have been appropriated. Among the more significant ones are 
the mental hospitals at Downey, Palo Alto, and Brecksville, and the 
general medical and surgical hospitals for Jackson, Nashville, Mar- 
tinez, Cleveland, Washington, Memphis, Bay Pines, Coral Gables, 
and Wood. The three mental hospitals are in advanced stages of con- 
struction. The Jackson hospital also is under construction. Working 
drawings will be completed and construction bids requested for Nash- 
ville in April and for Martinez in July. The others are in various 
phases of development, with Cleveland and Washington scheduled for 
construction contract award before the end of fiscal year 1961. 

The request for $75 million in construction funds is in consonance 
with the VA and the Bureau of the Budget recognition that the re- 
placement and modernization of the VA hospital system should be 
accomplished in an orderly and uniform funding program over a 
period of 12 years. 

The VA, with a recently completed comprehensive long-range 
study as its master plan, with agreement with the Bureau of the 
Budget on philosophy and basic planning standards, through more 
intensive efforts of its own in the planning of projects and programs, 
and by the judicious employment of the resources of private profes- 
sional organizations as well as those of the agency, expects to con- 
tinue to improve the rate of construction reflected in the steady decline 
in funds carried over from one fiscal year into the next. 

Mr. Tuomas. That is a good statement. We are delighted to have 
a distinguished engineer and architect here among us learned doctors 
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and lawyers. You fit in very well with the crowd, Mr. Ashbridge. 
Welcome aboard. 


Mr. Asuprivge. Thank you, sir. 


UNOBLIGATED BALANCE 


Mr. Tuomas. How much money do you have on hand at the end 
of the fiscal year 1960? 


Mr. Monk. We expect to have $55.8 million. 

Mr. THomas. How much of it is obligated or will be obligated ? 

Mr. Asuprivge. At the end of 1960, we expect to have $55.8 million. 
Mr. Tuomas. That is all obligated, though? 

Mr. Asuprince. It is all earmarked, but not obligated. 

Mr. THomas. $55 million. You are looking for $75 million now. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Reporter, put page 28-1 through page 28-12, pages 14 and 16 
inthe record. ‘This is all good reading. 
(The pages referred to follow :) 


CONSTRUCTION OF HOSPITAL AND DoMICILIARY Facriuiries, $75 MILLION 


This apropriation provides for construction of hospitals and domiciliary 
facilities and becomes available for use after Presidential approval of indi- 
yidual projects or groups of projects. The facilities may include new and re- 
placement hospitals, acquisition of sites, modernization of existing plants and 
fixed and initial portable equipment. 

The Veterans’ Administration recognized the need for a comprehensive ap- 
praisal of requirements to modernize the VA hospitals and domiciliaries con- 
structed prior to World War II. In October 1958, the Administrator appointed 
a task force to study and appraise jointly with the Bureau of the Budget the 
hospital and domiciliary replacement and modernization requirements through 
fiscal year 1971. 

The task force concluded its study in June 1959 and recommended (with 
concurrence of the Bureau of the Budget) a program of replacement and 
modernization of our hospital system estimated to cost approximately $900 
million, including the unfunded portion of post-World War II new hospital 
program. 

The Veterans’ Administration and the Bureau of the Budget have agreed that 
this cost should be apportioned over a period of 12 years or at the rate of 
approximately $75 million annually. This appropriation request is the first 
increment of funds for the plan and is the estimated additional amount 
needed in 1961 for the following projects and programs: 


New hospitals—Construction, initial portable 
equipment and technical services: 
Cleveland, Ohio, 800 beds__- 


ee $21, 250, 000 
Washington, D.C., 700 beds 


ierenignnilh auleliohmeieaeed toni timate 19, 760, 000 


$41, 010, 000 
Replacement hospital—Construction and _ initial 


portable equipment: 
Martinez, Calif., 500 beds_ ; duit eidasihiass 
Modernization, improvement and repairs: 
1960 major (construction and initial portable 
equipment ) sheet liar sake snhaingitatheat Relic onghtinencitils te 14, 470, 300 
1961 major (technical services) _~.-________ 3, 787, 000 
1961 minor (construction, initial portable 
equipment, and technical services). _ ‘ 4, 856, 200 


> 11, 714, 000 


23, 113, 500 


I ION oe. ceracatcaitianna di aciiingieladi bis decncmsdings anegsmmsccoeiin 75, 837, 500 
Less savings from prior year programs______-______________ 837, 500 


eel MARRICOIETRSAONY SOMONE 8 oo ce wnmemnes 75, 000, 000 
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EXPLANATION OF 1961 APPROPRIATION REQUEST 


(a) New and replacement hospitals, $52,724,000 


This is the estimated amount needed for construction, 


initial portable equip- 


ment, and balance of technical services on three proposed hospitals at Cleveland 


Ohio; Washington, D.C.; and Martinez, Calif. 


major portion of technical services were appropriated previously. 


(0) Modernization, improvement, and repair, $23,113,500 


Funds for site acquisition ang 


This program covers modernization, improvement, and major repair of exist. 


ing VA facilities, including regional offices and supply depots. 
in this program are divided into two categories: 


Projects included 
(1) Major—those estimated to 


cost in excess of $300,000, and (2) minor—those estimated to cost $300,000 or 


less. 


The amount requested consists of: (1) $14,470,300 which is the balance needeq 
for construction and initial portable equipment for all of the major projects for 


which we received technical services funds in 1960 except Oteen, N.C. 
this project will be requested after 1961. 
a new list of 18 major projects estimated to cost a total of $40,832 
$4,856,200 for the full estimated cost of 55 new minor projects. 


(c) Initial portable equipment 


Funds for 
(2) $3,787,000 for technical services for 


32,100; and (3) 


Initial portable equipment requirements for projects approved since 1957 are 


included in the total cost of the projects. 


approved prior to 1957. 


(d) List of projects in appropriation request 


Funds are available for projects 


The following tables show the location, description, and estimated cost of 
the projects included in the 1960 major and 1961 major and minor program for 
which funds are being requested in 1961. 


Modern ization, improt ement, 


Location 


1960 major: 
Bedford, Mass.... 


Biloxi (Gulfport), Miss- 


Chillicothe, Ohio....--- 


Coatesville, Pa......- 


Dayton, Ohio 


Fort Meade, Pe 


ae cciates eune 


Kecoughtan, Va 


Muskogee, Okla 
Do 


Tuskegee, Ala_.- 


Total estimated cost, 1960 major__.!.... 


a Modernization program, phase IIT 


| service building). 


epatl P ograms 


[In thousands of dolla 





iings 1, 63, ma Ld 
uzation program, 
steam distributl 


to laundry 


ph ise II 


mand addition and alter 


f 
storage refrigeration 


Bldg). 


building 3 


Modernization program, phase II (new boiler | 





plant and outside ste 
version dc to ac; 
305 to 409 and 
house building 
Modernization pr 


m service; electri 
connecting corridors buil 






eI (hospital buil 





and PMR 





(modernize 
ition 


11 con- 


10 and replace elevator ware- 





gram, phas ul ] 
ing, alteration to ning hall and kite! 
sprinkle warehouse, replace boilers and sewa 
disposal plant). 
Mor ization program, phase III (new laundry 
ng 1 dining hall and kitchen build- 





ing 

Modernizati 
building i r iS 

Modernization program, phase IV 
building). 

Modernize boiler plant 





building No. 24 
Modernization program, (new 
alteration existing buildings). 


theater 


aaeel Addition and improve dining hall and kitchen 


building and 


| Modernization program, phase IT (addition and 


alteration G.M. & 8. building 23H and s« 
disposal plant 
Modernization program, 
ind alterations, 
incinerator 
| Modernization program, 


buildings 1, 3, 4, 30, 


phase III 


ind nev 


wage 


phase III (additions 


special 


tal esti- 


ale 


d cost 


$1, 486.0 
1, 385.0 
1, 380.0 


869.0 


2, 148.5 


5, 400.0 


323.6 
304. 6 


9, 477.0 


1, 871.8 
1, 299.0 
1, 778.6 


35, 850.8 


Less 
App 
co! 
mi 


1961 





ow 


).0 


3. 6 
4.6 


1.8 
99.0 
78.6 


50.8 


Modernization, improvement, and repair programs—Continued 


{In thousands of dollars] 

















ae ~] | 
Location | Description | Total esti- 
| | mated cost 
a | $$ | 
Less previous appropriation ee aa agaeetenelans $12, 703. 5 
Appropriation required after 1961 (Oteen |__- icine babe cd Dpenaebnadectagkeebes weal 8, 677.0 
construction and initial portable equip- | 
ment). | 
1961 appropriation request____-_- [oon aswennneceen- I Ee |___—'14, 470.3 
: | 
major: | 
Te estile Creek, ae Modernization program, phase III (close open- | 331. 6 
| ing and heat connecting corridors, alterations, | 
recreation building 6). | 
TA” Ce ee Modernization program, phase IV (special | 966. 0 
} service building). 
POCRCSIER: Fn npscnneeunaenem Modernization program, phase IV (addition to 1, 765. 0 
| laundry and garage, new shops building, al- | 
terations, dining hall and kitchen, building 3). 
Columbia, 8.C nae Modernization program, phase III (clinic- 5, 838. 0 
hospital consolidation). 
Danville, Ill a Modernization program, phase ITI (alterations | 3, 300. 6 
buildings 20, 21, and 58). | 
Des Moines, Iowa_.........-... Modernization program, phase IT (alterations, 3, 456. 0 
buildings 1-4 and modernize electricai distri- 
bution system). 
Indianapolis, Ind. (GM Clinic; hospital consolidation : 870.0 
Knoxville, lowa New chapel 328. 0 
Lincoln, Nebr Modernization program, ph ise IT modernize 2, 376. 0 
buildings 1-5; addition and alterations, build- | 
ing 13). 
Los Angeles, Calif. Modernization program, phase IIT (new activity 5, 123.6 


Montrose, N.Y- ; 
New Orleans, La 
Palo Alto, Calif 


Philadelphia, Pa 


San Francisco, Calif. 
Sepulveda, Calif_.......- peeniees 


Tuskegee, Ala_ 


Waco, Tex 


Total estimated cost, 1961 major- 
Appropriation required after 1961 (con- 
struction and initial portable equip- 
ment). 

1961 appropriation request !.....-- 

191 minor: 
I MEN os cscichoemmeet 
sirmingham, Ala....... 


IND, 
Fort Bayard, N. Mex 
Fort Lyo .Colo.......... 
Indianapolis, Ind_. 
Kansas City, Mo. 
Do. sm 
Lebanon, Pa-. aiid 
Little Rock, Ark - 
Madison, Wis | 
Muskogee, Okla sahcicuienimetieeadkccnatamaaat 
North Little Rock, Ark 
Philadelphia, Pa-- 
Phoenix, Ariz. 
Pittsburgh, Pa__. 
Salt Lake City, Utah 
EI WF MN So hae a ants hp cient | 
Do ; Ae eee) | 
St. Cloud, Minn 
Togus, Maine 
Tuscaloosa, Ala... __- 
Various stations iaictesiabe = 
Do | 
Do_. 








Total estimated cost—1961 minor | 
appropriation request 


‘Consists of technical services of $3,508. 


building and NP chapel; addition and altera- | 
tion, building 165), 


Automatic sprinklers, areas of 18 buildings_- 312. 5 
‘linic; hospital consolidation 896. 5 

Modernization program, phase II (modernize | 4, 792.9 
buildings 101-105, 110, 137, and 205). | 

Air condition, clinical laboratory, general labora- 459.0 
tory, and CSS. 

Modernization program, phase II (new clinic 6, 815. 0 
building and clinic; hospital consolidation). | 

Alterations, research laboratory building 3 and 475.0 
new animal house. 

Modernization program, phase IV (modernize 2, 141.0 
buildings 68 and 69). 

New chapel-. iaviantwaceeie : 526. 0 

ee a =e ‘ ‘ came 40, 832.1 

aandbaren teeta pon ‘ iv 37, 045.1 


New chapel. . cleeemginere diene ; ccdlivai 
Air condition X-ray, general and research labora- | 
tory. 

New chapel-......... 
Replace boiler... 

New chanel — nae 
Air condition comatose ward 5 
Oxygen distribution system, building 1 hai 
Convert garage to animal research laboratory--- 
New chapel 





Gaeeit nl toninin gti estate 239. 9 
Animal research laboratory................. citaiall 243.0 
a Sa ee ae oe es 281.5 
Remodel CSS unit.......-- eee ae ata 146.0 
New chapel. _-- el ‘ a 255. 0 
Enlarge air conditioner for operating suite_.---| 88. 8 
Central oxygen system ee : sis 96. 7 
|} Improvements to allergy clinic cinema 100.0 
Manual arts therapy shop Be ihe dae aa - 123. 1 
Oxygen distribution system... en 69.2 
Animal research laboratory._...-- ebicielnbaleas 289.0 
New chapel 244.0 


New elevator, P. & N. hospital building 207__._-| 35. 1 
Modernization program, phase II (new chapel)- 299. 0 
Projects costing less than $25,000 each 126.0 
Fire and safety projects : ; ; en 557.0 
Administrator’s discretionary fund........... - 300. 0 





astneceeue 4, 856. 2 





0, and construction funds for Montrose, N.Y., $279.0. 
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Future-year appropriations required to complete construction programs as listed 
(breakdown of col. 4 shown above) 


{In thousands} 








— l 
| Additional appropriation 
Appropriated| request 
Total |} through | hh Te eA 
| estimate | fiscal year | | 
cost | 1960 Fiscal vear | Future years 
} 1961 } 
I cacscanmectiaomtbicaminn isaac ae SOENOREA Si 
(a) Replacement hospitals: | | | 
1. Long Beach, Calif: } | | 
(a) Phase I 561 various oe $8, 000 | $8, 000 | A a a 
(b) Phase II 820 GM&S a 15, 135 } 1, 035 | : $14, 100 
Subtotal_- eaea 23, 135 9, 035 . 14, 100 
2. Downey, IIL: } | ’ : 
(a) Phase I, 815 NP 25 23, 267 23, 267 |_- 3 
(b) Phase II, Modernization of 
several bldgs_____ : 9, 558 833 8, 725 
Subtotal. 3 32, 825 | 24, 100 | 8, 725 
3. Wood, Wis.: 
a) Phase I, 1,250 GM&S . 27,109 2, 109 sate 25, 000 
(b) Phase IT, 1,285 DOM. : 4,479 |__. : a 4, 479 
Subtotal 31, 588 2,109 ; 29, 479 
4. Bay Pines, Fla., 300 GMS Replace | | 
350 addition 18, 722 1,722 17, 000 
5. Coral Gables, Fla., 800 GM&S 23, 394 2, 25 21, 144 
6. Memphis, Tenn., 1,000 GM&S 26, 070 2, 270 23, 800 
7. Temple, Tex., 500 GM&S 16, 335 16, 335 
Total___ at AGL. 172, 069 | 41, 486 130, 583 
}) Modernization, improvement and repair 
1. 1960 Major 35, 851 12, 704 $14, 470 8, 677 
2. 1961 Major__.._- aantahed ere 40, 832 ae 3, 787 37, 045 
Total 3 76, 683 12, 704 18, 257 45, 722 


Gitte oe 248, 752 54, 190 18, 257 176, 305 
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RESOURCES AND DISPOSITION OF FUNDS 


Millions 
$150 


$ 1 28 . 1 
Resources Disposition 


acaela U/ 


he 


100 


$75.0 






1 I 





Unob- “rend Unob- \ 
ligated Ooo ligated 
Balance <5*¢d Balance 
Beginning $65.1] End of 
of Year Year 





FY 1960 
Actual Estimate Estimate 
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Comparative summary of costs by object 


_—__———— eS 


| ! 
| | 
| Actual, Estimated, | E 
Item fiscal year fiscal year 
| 1959 1960 
| | 
Average employment pete’ ‘ 289 344 | 
~ VA employees. --- page hark Mapas ons (256) | (294) | 
OT ss sinc cecee cuss cwsttewss (33) | (50) | 


st of object: , 
Cc 01 Personal services, total_ 
VA employees. - Raat 
Hired labor. -_. peie aaiel dak ail 


| i 

$2, 198, 952 

(1, 982, 541) | 
(216, 411) | 


$2, 579, 258 
(2, 251, 358) | 
(327, 900 


02 Travel, employee a ; 62, 150 | 88, O00 
03 Transportation of things_ - <5 537 1. 500 | 
04 Communications_....._.- : .| 6, 599 | 7, 500 
05 Rents and utilities is — 637 3, 000 
06 Printing and reproduction 2 oe 1, 042 1, 500 | 
07 Other contractual services..._.......- 1, 493, 866 2, 595, 280 | 
08 Supplies one ; -=a--2--| 319, 891 500, 000 
09 Equipment << ak | 1, 766, 503 | 3, 048, 034 | 


10 Lands and structures 








fiscaltyear 


stimated, | Increase (+) 


| 
| or decrease 


1961 (—), 1961 
over 1960 
349 | +5 
(299) | (+5) 
(50)}_- 






| $33, 337 
(+33, 337) 


, 685) | 
27, 900) | 
160, 000 | 





t 456, 981 y 

















41,654,642 | 57, 0&8, 203 56, 597, 730 —490, 563 
11 Grants, subsidies and construction | | 
(CSR : | 973 135, 335 138, 050 | +2715 
13 Refunds, awards and indemnities 2, 670 dines =o shana edeindageenen ledeaie satenane 
15 Taxes and assessments. re 7, 822 12, 300 13, 435 +1, 135 
— nena ciiiasiiipliscent oma 
Subtotal, VA cost- on 47,633,284 | 66, 060, 000 66, 100, 0CO + 40, 000 
Allocation to OCE —— 161, 800 | 100, 000 0 — 100, 000 
Total cost ee ss | 47, 795, 084 | 66, 160, 000 66, 100, 000 —60, 000 
| | 
7 - - - a mutates oui 
Summary of average employment by activity 
| tial i 
Actual, | Estimated, Estimated, Increase (+) 
Activity | fiscal year fiscal year | fiscal year | or decrease 
1959 1960 1961 (—), 1961 
over 1960 
—— —_—- — ~~~ --—-—-— ad _ -— — — j Ee 
Departmental: 
Contract appeals and advisory staff....__- A os cinilimatiata ina A Ras ae cil A in 
Program control division_................_- BO Ee cain a ree ee eo seach niet aaa aacac 
PIIGGEOED GUN WEHDO. « occccacecceccucuccoce | 106 | 139 Bee eee Beak 
gS eee Fee eee ae | 104 | 120 125 | +5 
i 226 | 259 264 +5 
} — = ~= —| _ 
Field office: | 
CE SS a Fern 30 | 35 
ee ee 33 | 50 
DiS 5S cael thi ah gtectel 63 | 85 | BB bscbas. scaithes 
‘ | ? =e 
Total average employment-__............- | 349 +5 


! Part of construction service, field operations divisions. 
4 Capital cost, not an operating expense. 


Explanation of man-years requested is included in the following pages. 
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Construction service—Estimated workload and man-year requirements 


[Based on value of work put in place] 





Actual, Estimated, Estimated, 
Item fiscal year fiscal year fiscal year 
1959 1960 1961 
Workload (millions of dollars 
Dollar value of work put in place amide tnd weiition manos 41.7 56.5 | 56. 5 


Man-years required: 
Contract Administration Division._.............-.----- 8.0 10.0 10.0 
Project Management Divisions 
(a) Management engineers ($2.780 million per man- 


year). -- ‘ 18. 5 20.0 20.0 
(b) Clerical assistants (1 for each engineer) j 16.5 20.0 20.0 
Field Operations Division 
a) Office of Chief (central office i aaa 3.0 3.0 3.0 


b) On project sites 


(1) Resident engineers ($0.658 million per man- 


year 60.0 55.0 86.0 
(2) Clerical assistants (1 for each 2.5 engineers 30.0 35.0 35.0 
(3) Hired labor !._--- . 33.0 0.0 50.0 
| saat : 169.0 224. 0 224.0 





1 Capital cost, not an operating expense. 
GENERAL STATEMENT 


Objectives of the program activity 

The objectives of the construction program under the “Construction of hospital 
and domiciliary facilities appropriation” are to provide clinical, hospital, domi- 
ciliary and other miscellaneous facilities of various types required to meet the 
needs of the VA in fulfilling its obligation for the care of veterans as established 
by the various acts of Congress. 

Progress to date 

(a) New hospital program.—The hospital construction program authorized in 
1947 and subsequent years consists of 77 projects to provide approximately 
38,240 beds and 12 projects for conversion of beds at existing hospitals (the latter 
of which are all completed). As of June 50, 1959, major construction contracts 
have been completed on 73 of these 77 projects. Construction was underway on 
two projects, 1,000-bed NP hospital at Palo Alto, Calif., and 1,000-bed NP hos- 
pital at Brecksville, Ohio. The 800-bed G.M. & S. hospital at Cleveland, Ohio, 
and 700-bed G.M. & S. hospital at Washington, D.C., are the only hospitals in this 
program not started. Construction contracts for these projects are scheduled 
for award in 1961. 

(b) Replacement of existing hospitals.—The replacement program is a long- 
range plan for replacing temporary and obsolete hospitals. To date the Presi- 
dent has approved 10 hospitals for inclusion in this program. As of June 30, 
1959, the major general construction contract was completed on one project 
(Long Beach, Calif., first phase). Construction was underway on two projects, 
Downey, IIlL., first phase: and Jackson, Miss. Construction contract for Nash- 
ville, Tenn., is scheduled for award in 1960 and that for Martinez, Calif., in 
1961. Construction contracts for Bay Pines, Fla.: Coral Gables, Fla., second 
phase of Long Beach, Calif.; Memphis, Tenn.; and Wood, Wis.; for which 
technical services funds are available are scheduled for award after 1961. Con- 
struction funds for these five projects and technical services and construction 
funds for Temple, Tex., will be requested when needed. 

(c) Modernization, improvement, and repair.—This program undertaken in 
1953 provides modernization, improvement, and major repair of structures and 
other construction of VA facilities and is principally required to bring selected 
portions of certain old hospitals, insofar as possible, up to the standards of the 
new hospitals. The status of this program including those projects in the pro- 
posed modernization, improvement, and repair program and the Lake City 
project is as follows: 
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Construction status of modernization, improvements, and repair programs 

















Major | Minor | 
Item projects projects Total 
| (over | ($300,000 
$300,000) | or less) 
_—_——— —— _ — — -_-—— — {— — wT eter tee 

Total number of projects... ._- oP aS ee EE 2 | 236 | 615 851 
Physically completed as of June 30, 1959-_..........-- inane. | ore 105 339 a “1! 
Under construction as of June 30, 1959_....._........-....----. 64 | 47 111 
To be put under construction after June 30, 1050. ............- | 67 | 229 296 
Construction scheduled to start in 1960_.............---.-- 25 160 185 
Construction scheduled to start in 1961_...........-....... | 24 51 75 
Construction scheduled to start after 1961................. 18 18 36 


— — - vi 





(d) Initial portable equipment.—This program provides initial portable equip- 
ment requirements for approximately 232 projects approved prior to 1957. These 
requirements have been completed on 213 projects as of June 30, 1959. Remain- 
ing projects of the program (19 projects) are scheduled to be completed as fol- 
lows: 13 projects in 1960, 4 projects in 1961, and 2 projects after 1961. 

(e) Projects not wnder construction, December 31, 1959.—Projects costing in 
excess of $25,000 each for which a portion or all of the funds have either been 
appropriated or requested in this submission and for which construction was 
not started as of December 31, 1959, are listed on the following pages. 


AVERAGE EMPLOYMENT 


Mr. Tuomas. Particularly I want to call your attention to the em- 
ployment sheet, page 28-11. Average employment was 289 in 1959, 
344 in 1960, and it goes up to 349 in 1961. This is in addition to what 
is charged to the medical administration and miscellaneous operat- 
ing expenses appropriation; is it not? 

Mr. Asupripce. Yes, sir. 

Mr. Tuomas. What do you have charged to the medical adminis- 
tration and miscellaneous operation expenses appropriation in the 
way of employment ? 

Mr. Asupripce. In the way of employment for 1961, we have 169 
people, and the money will be $1 million—— 

Mr. THomas. 512 employees for 1961; is that right? How many 
do you have for 1960 under both accounts? 

Mr. Asnerivce. For 1960 on both accounts, our estimate is 510; 
and for 1961 on both, it is 518, a net increase of 8. 


CONSTRUCTION FUNDS 


Mr. Tuomas. You are looking for $75 million for this year. 

Mr. Asupripcr. Construction funds: yes, sir. 

Mr. Tuomas (reading) : 

The Veterans’ Administration and the Bureau of the Budget have agreed that 
the cost should be apportioned over a period of 12 years or at the rate of 
approximately $75 million annually. 

The Bureau of the Budget is doing the appropriating and calling 
all the signals, I ouess. 

Mr. Yares. It always does. 
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NEW CONSTRUCTION REQUESTED 


Mr. Tuomas. This appropriation request is the first of the incre- 
ments here. 

You have new hospital construction here, $21,250,000 at C leveland, 
$19,760,000 at Washington, D.C., a total of $41,010,000. That is 
fresh money you are looking for; is it not? 

Mr. Asupringr. Yes, sir; that is new money. 

Mr. Tuomas. Replacement, Martinez. That is the new hospital, 
500 beds, $11,714,000. 

Mr. Asuprince. That is a replacement for the present Oakland 
Hospital. 

Mr. Tuomas. That is new money ? 

Mr. Asupringe. Yes, sir. 


MODERNIZATION PROGRAM 


Mr. Tuomas. Next is your modernization program, major and 
minor. Your major modernization program, 1960, $14,470,300. You 
are looking for that money ; are you not! 

Mr. Asupringe. Yes, sir. 

Mr. Tuomas. This is construction. You have had your architect 
and engineers’ fees already ¢ 

Mr. Asuprince. Yes. ‘There are nine projects here. 

Mr. THomas. We will go into that in a minute. 

In 1961, this is still a major program. This is technical services, 
There is no construction in this; is there ¢ 

Mr. Asuprince. In one of those; yes, sir, there is. 

Mr. Tuomas. $3,787,000. To finish those—how many projects; 
seven ¢ 

Mr. Asuprivce. There are 18 in the 1961 projects. 

Mr. Tuomas. To finish those, it will cost you $40,832,100, so this is 
a downpayment of less than 10 percent. How many projects are 
there ? 

Mr. Asueriper, There are 18 in that list. 

Mr. Tuomas. They are set forth. We will look at them ina minute, 

In your 1961 minor projects, construction—what is I.P.E. 

Mr. Asuprince. Initial portable equipment. 

Mr. Tuomas. And technical services, $4,856,200. That is 55 proj- 
ects. This $4,856,200 covers the entire cost, lock, stock, and barrel. 
That totals $75 million which you have to carry over here. So that is 
your fresh money. 

What are you going to do with that $55 million you have on hand? 

Mr, Asuerince. That is all earmarked for other jobs which have 
been previously approved. 

Mr. Tomas. But you have not committed it ? 

Mr. Asuprince. It isin the pipeline. We have not obligated it, but 
a good share of it will be obligated next year. 

Mr. Tuomas. To what projects is the $55 million you now will carry 
over committed or allocated? Where is that set out ? 
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Mr. Asupripee. I have a list of them here. 

Mr. Tuomas. Do I have it in this book here? 

Mr. AsupripcE. No, sir; it does not show in the book, but I would 
be glad to submit it to you, if you like. 

Mr. Tuomas. Read it in the record right quick. Is it all construc- 
tion money, or is it for architect-engineers, sites, or what ? 

Mr. Asupripcr. Some of each. 

Mr. Tuomas. Read some of them off right quick. 

Mr. Asupripge. For Washington, D.C., the unobligated balance at 
the end of this year will be $481,100 for architect-engineer services. 

Mr. Tuomas. What are you going to spend it for in Washington, 
D.C.? 

Mr. Asupripce. We are going to build you a hospital here, you 
know. 

Mr. Tuomas. Go ahead. As well as I remember, there is $19,- 
760,000. That is pretty good money right there. 

Mr. Asusrince. That is for the construction; but we still have some 
money which we have not obligated. 

Mr. Tuomas. What are the others? 

Mr. Asuprince. Cleveland, Ohio, general medical, $460,200; Brecks- 
ville, Ohio, $662,900. 

Mr. Tuomas. How many projects are involved ? 

Mr. Asuprivce. There are five of these new hospitals. Then there 
is another list of major and minor projects and a considerable list of 
replacement hospitals. 

Mr. Tuomas. It all adds up to how much? 

Mr. Asnprincr. It all adds up to $55,800,000. 

Mr. Tuomas. Put that in the record at this point, with an explana- 
tory statement. 

(The information requested follows:) 
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VA construction programs—Explanation of unobligated balance as of June 30, 1960 


[Thousands of dollars] 
ati helmets alpcegilaithchintyacttnlheaiiienetaataiate trea dh demic amma genie tienpinlntineeniaitiailclsitniiaens ite 


| Estimated 














C. MIR, major: Freie cat 
1. Fiscal year 1954____- 


Program unobligated| Remarks 
balance 
LN | — — en ee 
| 
A. New hospitals: | 
By SS a ees ee $481.1 |\For A/E services, project management, and 
2. Cleveland, Ohio (GM)-_--.-.--..--- 460.2 |{ construction supervision. 
&.. Brodkeville, Ohid.......-222.<--2--5 662. 9 
I en. ewe ewrnen 117.9 || For project management, construction super- 
Ts RRS bois oa 34 bs) -| 104. 7 vision, and contingencies. 
6. All other financial activ ity projects. 494. 5 
NEL, cctumaniniednniiingenionomseee 2, 321.3 
B. Replacement hospitals: “| 
Bs. Sa See ,» 722.2 
2. Coral Gables, Fla_. iui 1, 956. 9 
3. Long Beach, Calif. , (phase )- anal 1,035.0 || For A/E services, project management, and 
4. Martinez, Calif..........-. Silicate 701.3 |{[ construction supervision. 
5. Memphis, Wie... 2sssdl 05: 1,470.0 | 
6. Wood, Wis__--- | 2, 074.0 | 
a ee Ii. (phases I and II T/S)..| : Ss || For A/E services, project management, con- 
9. Long Beach, Calif. - (phase I D | 368 5 | aes supervision, IPE, and construc- 
10. Nashville, Tenn... cataemmebei ens z 4, 295. 2 | ; 
a cedeisndhndnccdaccsl 18, 138, 9 | 
I= 
| 
| 


pee : 100.0 |) For A/E services, project management, con- 
2. Fiscal year 1955_.. ; ; 333.8 |} struction supervision, construction, and 
Bi eee weed MeO ook. 20k 231.2 { contingencies. 

i year 1957__._- 333. 8 
> coal ae Seer oo c | For A/E services, project management, con- 
6. Fiscal year 1959... Secor a mee 242 8 | construction supervision, construction, 


Fiscal year 1960 10. 660.5 contingencies, and IPE. 


“108 > 


ce led --| 28,551.8 
D, MIR, minor: | 
1. Fiscal year 1956___- 12.5 
9 Men : 7 | a7 3 2 . 
ry bee a ooo. -- a. . For A/E services, project management, oon- 
- Fiscal year > ama Pri =m struction supervision, construction, con- 
4. Fiscal year 1959__. ‘ 553. 6 tingencies, and IPE 
5. Fiscal year 1960___._. . 3, 227.4 > a 7 
6. Fiscal year 1961 i ; 0.0 J 
Subtotal 3, 908. 1 


E. IPE prior to fiscal year 1957_- 


, 965.8 For new hospitals at Brecksville, Ohio, Palo 
Alto, Calif., Topeka, Kans., and other 


projects authorized prior to 1957 
F. Other: 
1. Reimbursable earnings __- 59.7 
2. Savings applied to 1961 appropria- 
tion request a . R37 


Grand total. 55, 783. 1 





b 


Notre.—MIR—modernization, improvement, and repair; IP E—initial portable equipment; A/E—archi- 


tect-engineer. 


CLEVELAND HOSPITAL 


Mr. Tuomas. How do you arrive at this figure of $21,250,000 for 
the 800-bed Cleveland hospital ? This is not out on bids, is it? 

Mr. Asnesrince. No, sir. That is arrived at by our own estimating 
department. 

Mr. Tuomas. Will this be out on open and notorious competitive 
bid? 

Mr. Asuprivee. It will be out for competitive bids. 

Mr. Tuomas. How many bidders do you think you will have? 

Mr. Asueriner. It is difficult to say. We have been averaging 
about seven or eight. On some of our projects we have had as many 
as17. Onone we had as few as two. 
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Mr. Tuomas. How much of this $21,250,000 will be for initial port- 
ableequipment? Any? 

Mr. Asuprince. Yes, sir. This covers initial portable equipment, 
construction, and technical services. The initial portable equipment 
will be $1,238,000. 

Mr. Tuomas. That leaves, in round figures, $20 million for an 800- 
bed hospital. That is pretty high, is it not? 

Mr. Asuprince. Actually, it probably will not cost quite that much 
for an 800-bed hospital. 

Mr. Tuomas. Certainly, $15 million ought to build you a nice hos- 
pital. You have been building some of them that look like country 
clubs. I have been in them—wasted space, big lobbies. When pri- 
vate oe spend their own money for it, they do not build as you 
have been building for the last 7, 8, or 10 years. Why can you not 
build a good, serviceable, functional hospital of 800 beds for $15 
million ? 

Mr. Asusrince. They are costing more than that. 

Mr. Tuomas. Of course, the way you have been building them— 
kitchen on one floor, dining room on another, recreation lounge here, 
parlor here. 

CONSTRUCTION COST PER BED 


Mr. Jonas. Will the chairman yield. 

What is the cost per bed? How many thousand dollars are you 
spending per bed ? 

Mr. Asuprince. In general figures—— 

Mr. Jonas. Inthe Washington, D.C., hospital. 

Mr. Asuprince. The construction usually is somewhere in the neigh- 
borhood of $25,000 per bed. That is for the actual construction. 

Mr. Jonas. $26,250 in Cleveland, the 800-bed hospital. 

Mr. Tuomas. Can you not build a good 800-bed hospital for $15 
million? That isa whale of a lot of money. 

Mr. Asuprince. I am afraid it will cost more than that, sir. 

Mr. Tuomas. Putting all this gingerbread and all this wasted space 
inthem, you can spend your $20 million. 

Mr. Evins. How about building hospitals for the past 10 years? 
They have built only one in the Philippines. How much does that 
involve? 

Mr. Tuomas. We cut that down 50 percent and they built a good 
hospital. 

Mr. Asuprince. $9,400,000. 

Mr. Tuomas. And you wanted $18 million ? 

Mr. Jonas. How does this $26,250 a bed compare with the Hill- 
Burton costs? 

Mr. Asuprinee. I cannot tell you that. I am not familiar with 
their costs. 

Mr. Jonas. Don’t you think it would be a good idea to get up some 
comparative figures on what it costs to build civilian hospitals? 

Mr. Asupripee. It would be very interesting but we are building 
these to our own VA criteria. 

Mr. Jonas. That is what we are questioning. 

Mr. Asupripcr. They have been approved by the Bureau of the 
Budget. 
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DISTRICT OF COLUMBIA HOSPITAL 


Mr. Tuomas. What about the Washington, D.C., 700 beds? How 
much portable equipment will you have there to start with of the 
$19,760,000 ? 

Mr. AsHpringe. $2,177,000. 

Mr. THOM As. Why so much ¢ You have $1.2 million in Cleveland. 
You have $2.177 million now in Washington. 

Mr. Asuprince. I shall hav e to defer to my learned colleague, Dr, 
Middleton, on that one. 

Dr. Mippteron. This is not a hospital set up under the ordinary 
criteria. ‘There have been laboratories for testing dietetics. There 
have been special laboratories in dentistry, conference rooms, and 
things of that type that will make it a special hospital. 

Mr. Tuomas. What is need for this hospital in Washington ? 

Dr. Mippteron. It is not extravagant in the ordinary sense. 

Mr. Tuomas. In my town they built three or four hospitals i in the 
last 5 years. I do not think any of them cost as much as $15 million, 
and I will guarantee they are nicer than anything you have, regardless 
of what you paid for it. I will stand on that statement. 

Mr. Jonas. $15,000 a bed or $15 million? It would depend on the 
size of the hospital. 

Mr. Tuomas. It would cost no more than $20,000 a bed—maybe 
$21,000. 

Where will you put this District of Columbia hospital ¢ 

Mr. Asuprince. Near Soldier’s Home. 

Mr. Tuomas. You havea good hospital there. 

Mr. Asuprivge. The Mount Alto Hospital ? 

Mr. Tuomas. Yes. What is wrong with that? 

Mr. Asuerince. It isa pretty antiquated hospital. 

Mr. Tuomas. I have been in it two or three times. It is well- 
maintained and equipped. 

Mr. Asupripce. They are doing the best they can with the facilities 
they have. 

Mr. Tuomas. I see nothing wrong with it. It seems to me it is 
good for 15 to 25 years more. You are taking good care of it. 

Mr. Asuprince. Have you spoken to the nurses, Mr. Chairman? 

In some wards nurses have patients on two floors and the girls have 
to trot up and downstairs. 

Mr. Tuomas. That just kills me. They are getting paid, aren’t 
they ¢ 

Mr. Asupripce. Yes, sir. 

Mr. Tuomas. What is wrong with the hospital? You have not told 
us what is wrong with it. Why spend $19 million or $20 million? 

Where is the nearest veteran’s hospits al to it? You ‘have one in 
Martinsburg, W. Va. How far is that? 

Mr. Asuprince. About 2 hours’ drive. 

Mr. Tuomas. You have a big one in Richmond, Va., about 100 
miles from here. I passed by it the other day, a beautiful hospital. 

Do you have another close by, 100 or 150 miles? 

Mr. Asupripce. Baltimore. 

Mr. Toomas. Two more, one at Baltimore and another one. 

Mr. Asuprince. Fort Howard. 

Mr. THomas. What do you need with the new one here? 
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Mr. Asuprince. Patientload. 

Dr. Mippiteron. Perhaps of all the system, the poorest hospital, 
from the standpoint of its organization and operation, is the Mount 
Alto Veterans’ Administration Hospital. 

Mr. THomas. Get another manager, then. There is nothing 
wrong with the hospital. 

Dr. Mippteron. I go into it every week. It is perhaps the poor- 
est arranged of all hospitals in this country, and I am not excepting 
any. 

Mr. Tuomas. What is the bed capacity of it ? 

Dr. Mippteron. About 300 beds. 

Mr. Tuomas. What is the patientload? How many beds are in 
use ¢ 

Dr. Mippietron. 285 is a high occupancy rate and it has a splendid 
staff. It renders wonderful service. 

Mr. Tuomas. Why build another one? 

How many women patients do you have out there? The last time 
I was out there I looked around and came to the conclusion about 50 
percent of the patientload was made up of ladies. 

Dr. Mippteron. Probably coming back to school. It was a girl’s 
school originally and transformed into a hospital. 

Mr. Tuomas. It was not old homecoming week. They were sick. 

Dr. Mipp.eron. I could not tell you the division at the present time 
but they run a very high occupancy level, and not many are women 
patients. 

Mr. Tuomas. At least 40 or 50 percent of the patientload is made 
up of ladies, which I am not objecting to. I am trying to detail it as 
Isaw it. 

It seems to me we could pass up this item for at least 5 to 10 years. 
Money is tight and interest rates are getting tighter, and the more 
we spend the more the inflationary spiral goes up. 

Dr. Mippteron. This has been on the program 14 years. 

Mr. Wurrtter. It was first projected in 1946. 

Mr. Jonas. How many do you have on your service-connected wait- 
ing list in the metropolitan area of Washington ? 

Dr. Mippieron. None. 

Mr. Wuirtier. There are none anywhere. 

Mr. Jonas. Youare not building hospitals for non-service-connected 
patients, are you ¢ 

Mr. Wuirrier. Building hospitals for non-service-connected 
patients ? 

Mr. OstrerraGc. You do have a percentage of service-connected cases 
in this hospital ? 

Mr. Wniriter. Yes; there are a number of factors upon which any 
new hospital would be considered. 

One, of course, is the location of it and the number of people who 
would be on our waiting list according to VA projections. Washington 
isan area where they could use far more beds. 

Another factor to consider is the age of the hospital. 

Mr. Tuomas. You have four big hospitals in less than 100 miles 
and 125 miles of Washington. 

How can you say you need another one here? 
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MARTINEZ, CALIF., HOSPITAL 


Mr. Yares. I notice in last year’s hearings, page 1003, that you 
were delaying your consideration of the construction of the hospital 
at Martinez. It was a replacement for Oakland because you said this 
was a matter of considerable debate and discussion before the Veterans’ 
Affairs Committee. 

Mr. Wuirtier. That is true. 

Mr. Yates. Has that committee determined the issue yet ? 

Mr. Wurrrter. I do not think the committee made the determi- 
nation. 

However, we have decided and have moved ahead. 

Further considerable delay would mean that California would not 
get the hospital for some time, so we have moved ahead. 

There is still considerable discussion among various Members of 
Congress about the location of that hospital. 

Mr. Yates. Would you accept an amendment to the word 
“discussion”? You mean “conflict.” 

Mr. Warrtier. I will abide by that change. 

Mr. Tuomas. What is the portable equipment for Martinez ? 

Mr. AsupripnGe. $1,030,000. 

Mr. Tuomas. That is $10,600,000 for 500 beds. Why can that not 
be reduced 15 percent? Cut out the gingerbread and make this a 
substantial hospital. How much does that amount to per bed ? 

Mr. Asuprince. This is our estimate. It will probably be less than 
that. 

Mr. Tuomas. This is your estimate and you will have 15 or 20 
contractors sharpening their pencils, too; will you not? 

Mr. Asusriper. We hope so. 

Mr. Tuomas. Of course, the contractors have to bid according to 
the plan and specification you submit to them. Are you going to have 
all the frills and gingerbread in this, wasted space, offices upon. offices? 
Build a hospital with a country club? 

Mr. Asupripce. We have the Bureau of the Budget looking over our 
shoulder and trimming down all the time. 

Mr. THomas. Go ahead. 

Mr. Asuprince. That is it, sir. 

Mr. Tuomas. Let us look at other major projects. 


NEW AND REPLACEMENT HOSPITALS 


You have new and replacements, $52,724,000. How will you pay 
for this? 
Mr. Asuprince. Those are the same ones mentioned on the previous 
page. Those are Cleveland, Washington, and Martinez. 
This is not additional money. 
Mr. Tuomas. I see now. 


MODERNIZATION PROGRAM 


Let us turn over to the $3.8 million which you will spend. This is 
shown on pages 28-4 and 28-5. 

Mr. Asuprince. Yes and pages 28-3 and 28-4 cover the 1960 project 
list. 
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Mr. Tuomas. On these major alterations and additions over 
$300,000-—— 

Mr. Asuprines. That is right. 

Mr. Tuomas. These run anywhere from $114 millior to $9 mil- 
lion. Everything is covered except Oteen, and that wi) be covered 
next year ? 

Mr. Asuerince. That is right. 

Mr. Tuomas. These will be done on a competitive bid basis? 

Mr. Asupringe. That is right. 

Mr. Tuomas. These figures you set out are preliminary figures and 
they are not the figures that the contractors will submit by any means, 
are they ? 

Mr. Asuprince. That is right. At this time we do not have work- 
ing drawings on which a good estimate can be made. 

Mr. Tuomas. You will draw plans according to the money you will 
get, will you not ? 

Mr. Asuprince. We try to keep within the money and by and large 
our estimates have proven well on the safe side and with very few ex- 
ceptions the prices we get from contractors come under our estimates. 

r. THomas. Here is the minor modernization program. 

Fifty-five projects are already in the record. These are minor and 
the funds are in the budget. 

ee figures have not been submitted to contractors for competitive 
bids 

Mr. Asuprince. No, not until we get the money. 

Mr. THomas. Even the minor ones will be submitted to contractors 
for competitive bidding ? 

Mr. Asuesrince. Basically that is right. 

In some smal] jobs we resort to purchase and hire. 

Mr. Osrertac. Has any consideration been given the need for an 
enlargement or improvement in the hospital at Canandaigua? Are 
you familiar with that? 

Mr. Asupriner. No, sir. 

Mr. Osrertac. On one of my visits to the Canandaigua Neuro- 
psychiatric Hospital, I discovered that they have a laundry there 
servicing an institution which was built and equipped when the hos- 
pital was about half the size that it is today. From all appearances 
there is a serious problem in meeting the requirements there. 

I understood that construction funds for this addition had been 
requested but I am unable to locate any plans in this budget to meet 
this needed improvement. 

Mr. Wurrtier. The best thing to do is to let me check it. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


OTHER EXPENSES 


Mr. Tuomas. Let us look at 28-10, other objects. You have travel 
of $88,000 this year. You are going up to $100,000. This is travel 
for employees, is it not? Why the increase ? 

You have communications services, $7,500. 

Utilities and rent $3,000 for 1960 and 1961. 

Other contractual services $2,595,280 against $2,619,675, an increase 
of $24,395. 
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Mr. Asuprince. That will be for architect-engineers. 
Mr. Tomas. What do you pay an architect and what do you pay 
an engineer ? 

Mr. Asupriper. These are architect-engineer firms doing work for 
us on a contractual basis. 

Mr. Tuomas. What is the fee? 

Mr. Asusrinvce. It varies from job to job. It depends on the size 
and complexity of the job. In general it will not be too far from 
about 4 percent, give or take a little bit. 

Mr. Tuomas. Is this a firm figure here now for other contractual 
services ? 

Mr. Asupriper. No, because we have to negotiate with the architect- 
engineers on each job. 

Mr. Tuomas. What does this $2 million-plus cover for this year? 
This is $2,619,675. 

The big projects have already been appropriated for, have they 
not ¢ 

Is this for the 55 projects plus the 18% 

Mr. Asupriner. Page 28-10 is a list of costs. These are not obliga- 
tions. 

This sheet does not try to justify the $75 million. 

Mr. Tuomas. I want to know how you arrived at that figure, 
however. 

Mr. Asneriner. That is the amount we expect to spend during the 
year on architect-engineer fees. 

Mr. Tuomas. The 55 minor and 18 major projects or some other 
project ? 

Mr. Asuepringe. It also includes the larger projects. 

It includes the new and replacement hospitals, major and minor 
programs as well. 

This also includes payments on contracts already in force. 

Mr. Tuomas. What about the supplies here of $500,000 last year 
and $500,000 this year? Do you have a narrative breakdown of these 
other objects? I cannot find it. 

Mr. Asuerince. I do not think so. 

Mr. Tuomas. What is this for? 

Mr. Asuerince. Our estimate of what supplies will be. 

Mr. Tuomas. What is the nature of your supplies? 

Mr. Asueriwoce. That would include blueprint material, and all 
that sort of thing we need for reproduction of plans. 

Mr. Tuomas. That $500,000 would almost build a small hospital, 
would it not? 

The equipment item goes up $456,981. 

Mr. Asueprince. If we can go back to supplies that also includes 
materials which are used in purchase and hire jobs. 

Mr. Tuomas. What is that ? 

Mr. Asuprince. Where we buy the material and hire the, people 
direct rather than letting the work out to contract. 

Normally our work is done by contractors, but there are occasionally 
jobs where a hospital has to— 

Mr. Tuomas. I thought that account was charged now to inpatient 
care and they took that away from you. 

Mr. Monk. Not if it is a construction job. 
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Mr. Tuomas. That is under $5,000. 

Mr. Asusrivce. That is ordinary maintenance. 

There are modernization jobs where the hospital still has to keep 
running and they do not want to have a contractor in there. 

Mr. TxHomas. Is that not charged to inpatient care ? 

Mr. Asuprince. No,sir. These are over $5,000. 

Mr. Tuomas. They cannot be over $5,000 because the money is only 
$500,000. 

Is this an estimated figure or a firm figure ? 

Mr. Asuprivce. Purely estimated. 

Mr. Tuomas. What about the equipment? Is this your portable 
equipment ? 

Mr. Asupripce. Mostly initial portable equipment. 

Mr. Tuomas. This is charged to each item, is it not, new hospitals, 
and so on? 

Mr. Asuspripce. That is correct. 

Mr. Tuomas. Is this asummary of it? 

Mr. Asueripce. This is what we are expecting to pay during the 
fiscal year. 

Mr. Tuomas. I thought your portable equipment was added up 
in the $75 million. 

Mr. Asuprinér. It is. 

Mr. Tuomas. Isthis part of it? 

Mr. Asuerince. That is right. This is the summary of costs. 
This is not the same as obligations. This is actual payment for work 
put in place. 

TRAVEL COSTS 

Mr. Tuomas. Would you be good enough at this point in the record 
to break down all your travel costs by your five big bureaus? 

(Information is as follows :) 
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RATING BOARDS 


Mr. Tuomas. Mr. Driver, your field staff is turning out about five 
items a day in pensions, and so forth. 

Mr. Driver. They average five formal awards, but they also handle 
over 2 million actions a year that do not result in award actions. 

Mr. Tuomas. What is your backlog, if any ? 

Mr. Driver. Before the rating boards? 

Mr. Tuomas. All the way up and down. You have about 800 people 
in the rating boards. I refer to the field offices where you first make 
a determination and then your rating board comes in. Break it down 
into determinations. 

Mr. Driver. We have criteria established for each function in the 
regional office. 

Mr. THomas. I am asking you now about the backlog. 

Mr. Driver. There is a different criteria in each area. Before the 
rating board we consider we have a difficult situation if there is more 
than 6 days’ work on hand. We normally operate within that criteria. 

Mr. Tuomas. What about the other activities? 

Mr. Driver. Talking only in the adjudication area ? 

Mr. Toomas. Yes. 

Mr. Driver. In the authorization area, the adjudicators work on the 
preliminary y dev elopment and it would not run over 8 or 10 days. 

Mr. Tuomas. Ten there and six before the adjudication board? 
Why is that? 

Mr. Driver. When the case gets to the board it should be ready for 
a decision after they have analyzed the evidence. In the other case 
there is a certain amount of development which takes time. 

Mr. Tuomas. Is your yardstick a guideline of not beyond 10 days? 

Mr. Driver. We would consider it out of line if we got beyond that 
point. 

Mr. Tuomas. Is it 3 days or 2 days? 

Mr. Driver. It varies from office to office. 

I would say the average was within a week. 


NASHVILLE, TENN., HOSPITAL 


Mr. Jonas. Money was appropriated for the Nashville, Tenn., 
hospital ? 

Mr. Asupripgr. Yes, sir; and we are expecting to obligate that be- 
fore the end of this fiscal year. It is going out for bids in April but 
it will be June before we can award a contract. 


WASHINGTON, D.C., HOSPITAL 


Mr. Jonas. With respect to the three hospitals you have in the 
1961 program, how far have you proceeded with the Washington 
hospital as far as A. & E. work is concerned ? 

Mr. Asuprince. The architect-engineer contract has not yet been 
— We are now doing the preliminary plans. We have 

eached an agreement between the Department of Medicine and Sur- 
saiae and ourselves on the general layout. 

Weare going ahead with the preliminary plans. 
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DESIGN SERVICE WORKLOAD AND MAN-YEAR REQUIREMENTS 


Mr. Jonas. On page 28-13 what do you have there under item 6? 
You show $3 million 1.6 man-years there. 

Mr. Asusrivce. This is estimated design workload in terms of the 
value of construction designed during the year. It shows how. we 
reach our man-year requirements in order to determine the personnel, 

Mr. Jonas. This is for fiscal year 1960. That already has passed, 
That was in last year’s appropriation ; was it not? 

Mr. Asuerivce. This is for the current year now. 

Mr. Jonas. You have $14 million ? 

Mr. Asupripce. $14 million. 

Mr. Jonas. That is for 1961. 

Mr. Asusrince. That is right. 

Mr. Jonas. 7.4 man-years. What is the $3 million workload and 
the 1.6 for man-years in 1960? 

Mr. Asuprince. We expect to award the architect-engineer contract 
during the current fiscal year so that a portion of the working draw- 
ings will be reviewed in this current fiscal year. We estimate approxi- 
mately $3 million of work for that. 

In the coming fiscal year, we estimate the remainder will come about. 

Mr. Jonas. Where did you get the $3 million ? 

Mr. Asuerinvce. That is our estimate of the portion of the working 
drawings we will review during this current year. 


CLEVELAND, OHIO, HOSPITAL 


Mr. Jonas. Right under that you have the Cleveland item, $9 mil- 
lion, and 4.7 man-years in 1960. That is an equivalent item? 

Mr. Asueripce. We are nearer to awarding the Cleveland job. We 
expect to award an architect-engineer contract on that as soon as we 
get Presidential approval. 


MARTINEZ, CALIF., HOSPITAL 


Mr. Jonas. Martinez is item 4, $9.5 million. 

Mr. Asuerince. For this year, but none for next year because plans 
will be complete this year. 

Mr. Jonas. What was the $1.3? 

Mr. Asueringe. Part of the work we did during the previous fiscal 
year in 1959. 

Mr. Jonas. What did that consist of? What kind of work did you 
do on that hospital ? 

Mr. Asusripce. The review of architectural plans. 

Mr. Jonas. Did you acquire some land ? 

Mr. Asuprinee. Yes. 

Mr. Jonas. Did you buy it? 

Mr. Asuprince. We bought the land. 

Mr. Jonas. How much did you pay for it? 

Mr. Asueriner. Something in the neighborhood of $40,000. 

Mr. Jonas. Did you spend $1.3 million on this in 1959? 

Mr. Asuprivce. We did not spend it. This represents the esti- 
mated value of the cost of the work represented by the working draw- 
ings that were reviewed by us while they were being prepared by the 
architect-engineer. 
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Mr. Jonas. Have the working drawings already been prepared ? 

Mr. Asusrince. They are in the process of being prepared. They 
are about 75 percent complete now. 

Mr. Jonas. You say the 1.3 does not represent any money, then ? 

Mr. Asuprivce. No; that is merely a workload figure that we use 
in determining the amount of architect-engineers’ work. 

Mr. Jonas. This is for a fiscal year that already has expired. If 
you did not spend the money I do not know why it would be included 
inthetable. That is what I mean. 

Mr. Asupripce. We have not yet spent the money. The Martinez 
job is not yet out for construction. 

Mr. Jonas. Do you not spend money before you get ready to con- 
tract it? 

Mr. Asuprince. Yes. 

Mr. Jonas. Do you have working drawings in preparation? 

Mr. Asupringe. Yes. 

Mr. Jonas. Then you have spent money ? 

Mr. Asuerivce. Yes, but this $1.3 million indicates a portion of the 
probable cost of the construction. We are preparing working draw- 
ings for $10,800,000 worth of construction and during the fiscal year 
1959 it was our estimate that the equivalent of about $1.3 million 
worth of working drawings were prepared. 

Mr. Jonas. In fiscal year 1959 ? 

Mr. Asupringe. Yes, sir. 


VETERANS’ ADMINISTRATION ASSETS 


Mr. Osrertac. Mr. Whittier, I do not know whether this point has 
been covered in any general way, but it would be helpful if you made 
available to the committee an inventory of the physical assets of the 
Veterans’ Administration. 

Do you have any record or information as to disposal of any prop- 
erties which are being taken out of the VA inventory through GSA, 
or otherwise ? 

If we can tie all that together in tabulation form it would be of 
interest and perhaps helpful. 

Mr. Wnirtter. I should be very pleased to do it. I shall see that 
the committee is supplied with that information. 

(The information is as follows:) 


Veterans’ Administration land 


Acres 
amen Ger ED One, Brame Tk, rca rc babitiemmreewemde 59, 224. 2 
Land acreage on June 30, 1959_____________ aes Staccato pence iia a 31, 908. 0 
Disposed of through GSA or by specific acts of Congress__....__ 27, 316.2 


Inventory of Veterans’ Administration real property as of June 30, 1959 


Cost 
Item : (millions) 
ee Re Se Re OE eR Le yh Py Maer A ai $37. 5 
DURRCARAES BUA OURGE BEE CCI OU a ano cp csc cowie eo 1, 134. 2 
amet ee ae Se eek ee es yee ee gh ol ee 1, 171% 


*Book value does not inelude value of lands that were donated or reserved from the 


public domain, Book value does not represent current appraised value or replacement 
cost. 


53225—60—pt. 2-——-37 
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VA has a rather good record. Just prior to my coming there was 
a great drive to get rid of surplus lands, large holdings, and that kind 
of thing. 

I think a large quantity was dispensed with and turned over toGSA. 


RISING COSTS FOR MEDICAL FEES 


Mr. Yates. Dr. Middleton, last year you indicated that medical fees 
were going up and that the reason for it was the fact that you had to 
meet the ¢ ompetition of the health insurance program for the depend- 
ents of the Department of Defense personnel. 

Dr. Mippieton. Yes, sir. 

Mr. Yates. We never did get the final story on it. What did 
happen? Did the medical fees go up? 

Dr. Mippieton. Medical fees that have been negotiated for the cur- 

rent. year were at a level we think is quite satisfactory. 

Mr. Yates. Isit above last year’s level ? 

Dr. Mippietron. Yes. 

Mr. Yares. Is there a scale of different fees that were negotiated ? 

Dr. Mippieron. Negotiated by State medical societies where they 
had no intermediary agency, but in States where the *y had an inter- 
mediary agenc, y it was negotiated with them. 

It will among the 50 States so that there is no fixed level we 

can prov ide. * We can provide the exact figures by States and it would 
be much more instructive for your purposes. The trend is up. 

Mr. Yates. I wondered what your scale consists of. Do you have 
a chart of illnesses that you negotiate a fee for ? 

Dr. Mippteron. It is largely in the surgical area where there might 
be differences throughout the country and not. for medical illnesses, 

Mr. Yates. Is there a significant difference between costs in one 
State as against another State? 

Dr. Mippteron. Yes, there is. That is the reason I say a generali- 
zation would not be valid. It should be given you by States. 

Mr. Yates. Are your charges the same as those of the Department 
of Defense? 

Dr. Mippteron. Presently we are still below the medicare level. 


PATIENT DAY COSTS 


Mr. Osrerrac. This is one of the questions I wanted to raise in re- 
gard to comparative costs. Your average daily patient cost 1s some- 
where between $19 and perhaps $23 or $24, is that correct, in that 
general area? 

Dr. Mippteton. Depending on the type of hospital. 

Mr. Osrertac. Yes, of course. In a recent hearing, I believe the 
Air Force, through their medical department, presented a_report 
indicating that their average daily patient cost, that is, including all 
kinds of costs which would be added in, ranged from $50 to $55 per 
patient per day. Is that reasonable, Doctor, and is that true ? 

Dr. Mmppteton. It would depend entirely on the patient load, you 
see. If you have a very low patient load and are maintaining an 
operating staff within that hospital for a higher load— 

Mr. Osrertac. This is a cost of $50 to $55 a day. “That includes 
all professional services and everything else that make up that cost. 
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Dr. Miupp.eron. Just as ours. 

Mr. Osrertac. By the same token, you have contracts with military 
hospitals on the basis of your aver age costs. Is that not true? 

Mr. Wurrtier. It is my belief, sir, that the Air Force would prob- 
ably be more expensive than VA. For example, the Air Force would 
have a much younger type of patient. It would have the type of 
patient with general mi ‘al and surgical cases requiring a large 
number of operations, which would be more expensive than maintain- 
ing the long-term p: tients. 

Mr. Tuomas. The Navy’s is no more than yours, and the Air Force 
should not be any more than yours. They try to tie it around $21 
or $22, like yours, but Mr. Ostert: ag is talking about one that was a 
little out of line. 

Mr. Osrerrac. To me, it is difficult to understand. Does your pa- 
tient cost in connection with contracts with the military include all 
kinds of service ? 

Dr. Mippteron. Yes, it does. 


HOMETOWN MEDICAL CARE 


Mr. Yares. How do you retain a doctor? You have a scale of fees, 
and this applies to outside physicians, does it not ? 

Dr. Mippiteron. For hometown care. 

Mr. Yares. This is the only contract you negotiate, is it not, for 
hometown care and the scale of fees / 

Dr. Mippteron. That. is true. 

Mr. Yarrs. May a veteran go to any doctor he wants to, or do you 
require him to go to certain doctors ? 

Dr, Mippieton. They have a choice of physician, Mr. Congressman. 
This is, of course, on a panel basis, because the physicians indicate 
either to the negotiating agency, th: at is to say, the intermediary, or to 
their State medical society whether they wish to participate. Having 
listed all the participants in a given community, the regional office 
medical director will authorize his attendance by a physician of his 
own choice on that panel. 

Mr. Yates. On the panel, a physician who wants to work for the 
VA. 

Dr. Mippteron. In this program, yes. 

Mr. Yates. How many physicians participate in this program / 

Dr. Mippieron. The figure of 35,000 is in my mind. It is between 
30,000 and 35,000. I would have to check that. 

Mr. Yares. In all the States of the Union ? 

Dr. Mippieron. In all the States of the Union there were actually 
37,982 participating physicians in the program (1958). 

Mr. Yates. How many physicians are there in the Nation? 

Dr. Mippteron. There are 250,000. 

Mr. Yares. Is there any criticism of the physicians who participate 
inthe program / 

Dr. Mippteton. You mean by the profession at large ? 

Mr. Yates. Yes. 

Dr, Mippteron. No. I think it is a ms utter of personal choice. The 
paperwork is the main deterrent to a man’s partic ipation. 

Mr. Wuirrter. Some doctors think there is a certain amount of red- 
tape and, therefore, they prefer not to be involved. 
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Mr. Yates. That is why I asked the question whether you had en- 
countered any criticism of this program from the profession itself, 

Dr. Mipptetron. They consider there is governmental redtape in 
keeping up the paperwork. 

Mr. Osterrac. The fees are standard ? 

Dr. Mippteton. They are negotiated by State, by an agency of the 
medical organization. 

Mr. Yares. Is that on the same basis as for their participation in 
the medicare program ? 
Dr. Mippteton. Yes, it is the same. 


MEDICAL RESEARCH 


Mr. Yares. I want to ask you about medical research, if I may, 
Last year we had rather an extended discussion on it. T he C ongress 
voted $15 million for the fiscal year. 
Dr. Mippietron. $15,344,000. 
Mr. Yarrs. And the Bureau of the Budget then directed you to 
come in to the Congress and state that your request was only $11 mil- 
lion, I think. The Congress then decided that $11 million was not 
adequate, and voted $17 million. Now the Bureau of the Budget 
again insists that $17 million is too much. Can you tell this com- 
mittee whether, in your judgment, $17 million is too much for the 
medical research program ? 
Dr. Mippieton. The request of $15,400,000 was an adjustment with 
the administration. Our request to the Bureau of the Budget was for 
$17 ‘ wd, 000. 
Mr. Yates. I think this answers my question, but I would rather 
have you state it. The answer to my question is that you consider the 
amount of $17,344,000 necessary for medical research purposes ? 
Dr. Mwppieton. We feel that it is the appropriate sum to discharge 
our mission ; yes, sir. 
Mr. Yares. Is the answer to my question “Yes” 
Dr. Miwpteron. Y es, sir. May I add one point! ’ 
Mr. Yates. You may indeed. I was going to ask you how you ar- 
rive at that figure. 
Dr. Mippteron. We of course are operating on a very narrow mar- 
gin. We have conducted this program on a very provident and very 
economical basis. The future of research in any area depends on 
stability and continuity. You cannot plan on a marketly fluctuating 
scale. This is the picture with which we are presently confronted. 
Mr. Osrertac. Doctor, recognizing the history that Mr. Yates has 
described, the yardstick of measurement by dollars is not too great 
in its difference as between the $15,400,000 and the $17,300,000. You 
made a point which I think was well taken. 
Mr. Yares. Isthat a statement or a question ? 
Mr. Ostertac. I am asking the question in a minute. 
Mr. Yares. You said the difference in dollars is not significant. in 
the program. 

Mr. Osterrac. Is not too great, I said. 

Mr. Yares. You mean in terms of the dollar amounts, or in terms 
of its effect on the program ? 

Mr. Osrertaa. Either way. 
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Mr. Yates. I think we should have an answer to that. Is that 
true ¢ 

Dr. Mippteron. I think you gentlemen will appreciate the fact that 
research, as I have indicated previously to the committee, has two 
elements. In the first place, you have the personnel and, in the 
second place, you have supplies and equipment. Under the present 
strictures of the appropriation, the prediction of a limitation of $15,- 
400,000 for 1961, we have been spending more for equipment and 
supplies in 1960. against a shortening of that limit next year. So 
actually it has meant that we have restrained our employment over the 
present year in the light of predicted available sums for fiscal 1961. 

Mr. Yates. It does have an effect # 

Dr. Mippieron. It does have a definite effect. 

Mr. OstertraG. Does it have a serious effect in this sense: You have 
substantially reduced the amount of money that you require for 
equipment this next year. 

Dr. Mippieron. We will have. 

Mr. OsrertaGc. There will be no leveling off or even reduction in 
personnel and in other factors, so under the $15,400,000 the program 
can move with a reasonable degree of stability and progress. Is that 
not true ¢ 

Dr. Mippieron. I would not say stability, because it is really a eut- 
back. 

Mr. Osrerrac. You are stabilized at the moment. 

Dr. Mippteron. We are stabilized at $15,344,000, with a prospect 
of $15,400,000 next year. Under those circumstances, we shall have 
tocurtail our purchase of supplies and equipment, obviously. I do not 
think there can be the normal growth within the program. 


RESEARCH EQUIPMENT 


Mr. Jonas. I would like to ask a question, if you will yield. 

Doctor, in 1959 you operated on a total budget of $14,994,000. 
That year you spent for equipment $2,500,000. The next year, 
when we raised the appropriation request to $17 million, you bought 
less sawapmpent than you did the previous year out of a total appro- 
priation of $3 million less. Do you follow me? 

Dr. Mwpieron. I do. 

Mr. Jonas. You say there is a relationship between equipment and 
total amount of money available. 

Dr. Mippteton. I thinkif you will turn to the chart 

Mr. Jonas. Turn to page 20-39, and there you will see what I am 
talking about. 

Dr. Mippteron. There is a graph which shows the distribution of 
these funds. You will see that there has been a disproportionate—— 

Mr. Yates. Page 20-33 ? 

Mr. Osrerrac. Page 20-39. 

Dr. Mippteron. You will see there is a $5 million expenditure in 
the current year for supplies and equipment. There is the differential, 
sir. 

Mr. Jonas. I am looking at your own table on page 20-39. and will 
ask you to correct me if I am wrong. In 1959, you had $14,994,804 
intotal for this program. 
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Dr. Mippteron. Yes, sir. 
Mr. Jonas. Out of that total, you spent $2,365,323 for scientific 
equipment. 

Dr. Mippteron. Right, sir. 

Mr. Jonas. The following year, when you had $17,344,000 to spend, 
you spent only $2,344,800 for sc iontific equipment, which shows that 
although you had more money available in 1960 than you had in 
1959, you spent less money in 1960 on equipment than you did in 1959, 

Mr. Yares. That is true, but he may have spent more money on 
personal services. 

Mr. Jonas. Yes, but he is arguing to us that you have to raise the 
expenditures for equipment to keep abreast of the whole program. 
The record for 1959 and 1960 denies that. 

Dr. Mippieron. The supplies and equipment on page 20-22 indi- 
cates that in fiscal 1959 we spent $4,700,000. 

Mr. Jonas. Pardon me. Are you not including furniture ? 

Dr. Mippieton. Yes, that is for all supplies “and equipment, 

Mr. Jonas. What page is that on ? 

Dr. Mippietron. Page 20-22. 

Mr. Monx. It includes all of that, Congressman. He is using the 
total. 

Mr. Jonas. I think you are including your office furniture and fix- 
tures. Iam talking about scientific equipment. 

Mr. Yates. Is there a direct correlation, necessarily, between your 
expenditures in each year, between the amount spent for personal 
services and for equipment? May you not spend more during 1 year 
for one item as opposed to the other / 

Dr. Mippieton. That is exactly what we are planning, and this 
year have been doing. This a as the gentleman has said, we are 
spending $4 million for medical , dental, and scientific equipment. 
Next year we plan to spend only $801,000. That has meant that we 
were building up our equipment, in 1959 and 1960. 

Mr. Jonas. But, Doctor, you told us earlier, a moment ago in re- 
sponse to the inquiry by the gentleman from Illinois, that it would 
seriously retard the program if you did not continue to buy scientific 
equipment in quantities that have a relat ionship to the whole program. 
You certainly left me under the impression that the program would 
be seriously handicapped if you do not have enough money to buy 
more than $800,000 worth of equipment. 

Dr. Mippteton. Which we have for 2 years under these terms been 
purchasing at the level of approximately $3 million. Then next year 
we have to drop down to $1 million for equipme nt in order to main- 
tain our personnel. As I have indicated previously, this is contrary 
to vast experience in research areas, where 25 percent of your ordinary 
expenditures in research are for supplies and equipment. 

Mr. Jonas. Why did you not spend 25 percent last year for one 
ment? You spent much less than 25 percent, and you had $17! 
million available. 

Dr. Mipptrron. I said supplies and equipment. We spent $4 mil- 
lion out of $14,994,000 in 1959. Then in 1960, we spent approximately 
$5 million out of $17 million. 

Mr. Jonas. Doctor, you ke ep confusing your furniture with scien- 


tific equipment. You spent only $2,344,000 for scientific equipment 
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out of $17,344,000 which you had available. What percentage is 
that? Mr. Baker, figure that right quickly. It is much less than 25 
percent. 

Mr, Baxer. The total for all supplies and equipment would be 
about 28-plus percent. For scientific equipment only the percentage 
js about 13.5 percent. 

Mr. Jonas. I do not think furniture should be added into that. 
You do not need furniture each year at least. What would the per- 
centage be? You had $17 million avaliable last year and you strait 
only 13 percent on scientific equipment. 

Dr. Mipptetron. That is the current year you are speaking of ? 

Mr. Jonas. Fiscal year 1960. 

Dr. Mippteron. I am adding to that our supplies, sir. I said “sup- 
plies and equipment.” 

Mr. Jonas. I am not adding fixed equipment or furniture and fix- 
tures. I am just adding medical, dental, and scientific equipment ac- 
cording to your own table here. 

Mr. Yates. I think the Administrator wishes to say something here. 


INCREASED PERSONNEL FOR RESEARCH 


Mr. Osterrac. Before he does, I just want to say you do have within 
this figure estimated plans to increase the personnel by 50. 

Dr. Mippiteron. That is right, sir. 

Mr. Baker. We started at a low level and build up during the year. 

Mr. Wuirrrer. If I may summarize what is here occurring, Mr. 
Chairman, the VA request every year has been greater than the prior 
request. In 1959, the Veterans’ Administration asked $10,344,000. 
In 1960, $11 million. In 1961, $15,400,000. Every year, although VA 
has been going up, the Congress has then proceeded to vote more. 

Mr. Yates. It doubled your bill. 

Mr. Wnuirrter. It did that indeed, sir. 

I would like to say first that as far as research is concerned, we be- 
lieve it is essential. It helps attract doctors. It gives an excitement 
and stimulus to the program. It permits us to render better medical 
care. 

Mr. OsrertaG. May I concur with your statement in that regard? 

Mr. Wuirtier. One thing that I would point out, however, is that 
research is above and beyond, in one sense, regular medical care. It is 
very important that certain items and certain techniques already dis- 
covered through research, such as increase in staffing and inpatient 
care, be supported. 

It is important that we use the research which already has been 
developed and the techniques already developed first. if I had a 
choice between additional funds in inpatient care and additional funds 
in research, my first priority would be for support of present tech- 
niques and present programs. 


STABILITY REQUIRED FOR RESEARCH 


Mr. Yates. Mr. Whittier, as I remember our conversation last year, 
there was an argument against a seesaw type of appropriation for a 
research program. It was pointed out that it was not beneficial either 
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to VA or its staff; that it is necessary that you do have some conti- 
nuity of : appropriations in order that you can make plans. 

Mr. Wuirrier. You are perfectly correct, sir. 

Mr. Yates. Every year the Congress insists that you should proceed 
on a certain level. "The Bureau of the Budget tells you that you can- 
not proceed on that level, and you come in and tell us. My opinion of 
you is the highest. I think you are the best Administrator I have seen 
in the V A, and I have seen a number of them. But you are oby iously 
justifying a budget for the Bureau of the Budget. 

Mr. Wuirrter. No, sir. 

Mr. Yates. I know that you like research, but you still have to pre- 
sent the Bureau of the Budget’s program. 

I, on the other hand, am interested in a good research program for 
the VA, as you are. When I say “good,” T mean on perhaps a little 
higher level than you anticipate. 

‘hat is why I, for one, do not agree with the Bureau of the Budget. 
I think where the Congress votes $17 million for the program and the 
Congress has indicated that it wants, as you yourself pointed out that 
it wants, adequate funds for this program, I do not know why the 
Bureau of the Budget should continue to reduce it. 

Mr. Wurrrimr. Mr. Y ates, if I may—— 

Mr. Yates. You may indeed. 

Mr. Wuirrier. Any administrator has to serve two sets of diree- 
tions. I am pe of the Administration, and when the budget comes 
here it is the President’s budget, and I am obligated to defend it, and 
that I, of course, shall do. 

Mr. Yates. Yes. 

Mr. Wuirtier. It is also equally obvious that if Congress votes 
money, then I have an obligation to try to carry out the will of that 
Congress. 

Mr. Yates. As I remember our hearings last year, you said you did 
not protest too much if Congress gave an addition: i amount of money 
for the research program. 

Mr. Wuirrter. I do not recall that I said it exactly that way, sir. 
What I think I said was that if Congress gave us the money, we would 
certainly try to use it well. 

But these two things I want to point out. 

Mr. Yares. Either you or I said that. 

Mr. Wuirtter. It may have been said in this room. 

The first thing I would like to say is that we carry on a tremendous 
research program, and that research program has grown. The prob- 
lem is the fluctuation at the top. It becomes important to establish 
continuity. If you are going to establish that continuity, the place 
where you would have the worst diffic ulty would be if you hired up to 

$17 million and then cut personnel back to $15 million. 

Mr. Jonas. May I interrupt you, sir? 

Mr. Wuirrier. You certainly may. 

Mr. Jonas. The validity of that argument is not apparent when 
you are adding 50 new people next year even with the cut. 

Mr. Wuirrier. Exactly. And those 50 people will be within the 
$15,400,000. 
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EMPLOYMENT FOR RESEARCH 


Mr. Jonas. I mean, though, you are not cutting down the program 
as far as personnel is concerned. You are adding 50 people—— 

Mr. Wurrrter. Exactly so. 

Mr. Jonas. Even with the cut. The cut comes out of equipment. 
That is the reason I was going into that with Dr. Middleton. 

Mr. Yates. It has been indicated that you have 50 more people who 
are being added to the program on the reduced level. You have in- 
dicated that, in your judgment, $17-plus million was the amount the 
research program should have. What is the difference between the 
$15-plus million which was approved and the $17 million which was 
approved, in terms of what you think the needs of the program are ? 

Dr. Mippteron. The committee should know that this money be- 
came available to the Veterans’ Administration after 3 months of 
operation. That is to say, this amended $17,344,000 has now been in 
operation only since September. So there is not experience over a 
total period of a year. We have not a staff at this level. At the end 
of the year we will have arrived at a number which is 50 above the 
average of the previous year. 

This is a very important practical point, because we are going into 
fiscal 1961 under the $15,400,000 level with that number of personnel. 
We would probably have gone up not more than 50 or 60 more indi- 
viduals, but we freeze it at that level and have had that intent ever 
since it was known that we could not use the sum above $15,344,000 for 
anything except equipment and supplies. 

Mr. Yares. If you did not have that freeze, would you have sought 
to hire more personnel ? 

Dr. Mippteron. It is possible ; yes. 

Mr. Yates. That is not important? That is problematic? 

Mr. Osrerrac. Let me state at this point that I am heartily in 
accord with this medical research program within the VA and believe 
adequate funds should be made available to do the job. And, too, I 
applaud the purpose as well as the accomplishments. I supported the 
increase last year and I have been privileged to visit a number of the 
VA hospitals at which time I learned much about these research 
projects. 

Dr. Middleton, it is not quite clear to me just what the difference 
would be as between the $17 million and the $15,400,000. You are in 
business now. You have a going concern. 

Dr. Mippieron. Going, not growing. 

Mr. Osrertac. Going and, I would say, since you are adding 50 
people over and above what you had Jast year, it must be growing. In 
any event, what would the difference be between the $17 million and 
the $15 million? Would it be in personnel ? 

Mr. Yares. Wait a minute, Mr. Whittier. Let’s get an answer to 
that question. 

Mr. Osterrac. Mr. Yates asked, and I was not sure you gave the 
answer. 

Dr. Mippieron. Added personnel and latitude in supplies and 
equipment we will not have at this level, because we are limited to 
$800,000 for equipment. 

Mr. Yates. Now, Mr. Whittier. 
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Mr. Wuirtier. If I may finish, you remember I was in the middle 
of a paragraph and yielded to a further question. 

What I was attempting to say was, if you are to have a continuing 
program, it is more important to maintain a continuity of personnel, 
With $17 million, and yet an approval by the Bureau of only $15,400,. 
000 for the following year, we did not wish to hire personnel we might 
have to let go. It is quite true that had we known for sure we were 
going into 1961 with $17,344,000, we might have hired more people. 
What we did, in order to comply with the full congressional appro- 
priation and still get continuity of personnel, was to purchase and 
spend more for equipment and to hire only 50 more people, which 
would bring us to the $15,400,000 level, to provide continuity at that 
level. That is an administrative decision which had to be made. 

Mr. Yates. Will you yield for a question at that point ? 

Mr. Wuirtier. Of course. 


EQUIPMENT FOR RESEARCH 


Mr. Yates. Do you have too much equipment now for the amount 
of personnel you have? 

Mr. Wuirtter. No; we do not. 

Mr. Yates. In other words, is the amount of equipment geared to 
a $17 million program or a $15 million program ? 

Mr. Wuirtter. I think if we get $15,400,000 for 1961, we can use 
the equipment we have purchased this year. However, I would like 
to say in this connection two other things. This has been a growing 
program, even under the VA’s requests, from $10 to $15 million, which 
is a 50 percent increase, from 1959 to 1961. It is obvious that Congress 
would have VA spend more than that. Nonetheless, it is growing. 


MAGNITUDE OF THE RESEARCH PROGRAM 


One of the problems that disturbed me as a result of the prior dis- 
cussions we have had about research is that I can figure a workload 
in outpatients, I can figure a workload for hospitals to a certain extent, 
given certain limits. But in research, where is the ceiling? Where is 
the roof? What is the plan? We discussed this several times, and 
there was uncertainty about it. I was uncertain. 

When I sit with the Congress and when this question is asked on 
the Senate side, as it is regularly by Senators deeply committed to 
this field of research, and as it is asked here and as it has been asked 
by the Bureau, I do not know the answer of what the proper and final 
limit should be. We have tried to figure one out. 

In order to find the answers to these and other research questions, 
as I have pointed out earlier, the Senate itself appointed a very dis- 
tinguished committee made up of physicians to examine all Govern- 
ment research. In VA we have gone outside and got the National 
Academy of Sciences and some other very distinguished people, with 
a recommendation of our own advisory board, to try to find adequate 
answers. You are troubled by what the right answer is. Frankly, 
T do not know. 

I would say one other thing, too, in this connection, and that. is. as 
the chairman has pointed out, $17 million is only a small part of what 
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we really spend for research. There is certainly more in construc- 
tion. There is a great deal more in the doctors who are paid out of 
VA inpatient care s but who work on research. So actually, we spend 
much more than is here. 

It is a good program. It is a growing program. It is a great 
—— I think, to many of our doctors. 

Mr. Yates. Dr. Middleton, you have somewhere in these justifica- 
tions the statement that the research program is established in con- 
sultation with certain committees. I think there were two or three 
committees. 

Dr. Mipptretron. That is correct. 

Mr. Yates. Will you put the names of the committees in the record 
at this point ? 

Dr. Mippieton. Yes, sir. 

Mr. Yates. And their background ? 

Dr. Mippieton. Yes, sir. 

Mr. Yates. And how often you meet with these committees in 
establishing the program ? 

Dr. Mippteron. The Advisory Committee on Research, the Ad- 
visory Committee on Radioisotopes on Medicine and Biology, and 
one on Problems of Aging. There is an Advisory Medical Group 
to the Administrator. 

These several bodies have in their number the leaders in medicine 
and science in this country and we refer to them a great deal. 

Mr. Yares. You consult with them regularly ? 

Dr. Mippieron. Yes, sir. This Advisory Group meets regularly 
four times a year. 

The other committees meet at least quarterly and sometimes more 
frequently. 

The Advisory Committee on Research is meeting today. 

Mr. Jonas. I want the record to show that I voted in this committee 
last year to increase this to the $17 million. I am not opposed to 
research. 

Mr. Yates. I know that. 

Mr. Jonas. You can spend $25 million. 

Dr. MippLeton. We cannot spend that intelligently, sir. 

Mr. Yares. The record should show, too, that when Dr. Middleton 
was asked the question last year as to whether he could spend $17 
million last year he said “No.” He said he was not geared to spend 
it at that time. I think it was the expenditure for the previous fiscal 
year, 

Dr. Mippteton. We asked for $15,344,000. 

Mr. Yares. So when you ask whether he could spend $25 million, 
I think he has shown he is somewhat temperate in his attitude tows ard 
this program. 

Mr. Jonas. Iam not opposed to the program. 

Mr. Evins. This has been an interesting discussion, gentlemen, I 
could ask several questions myself but in the interest of time I 
shall not. 

Yesterday we opened up on a fine note and we should close on a 
complimentary note. 
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We certainly have been impressed with the competency of the 
Administrator and his staff. 

I want to pay tribute to Dr. Middleton, and say that he has been 
coneerned with human values, and welfare of the veteran and this 
is good democratic doctrine and good American doctrine. 

Mr. Yares. I want to commend the Administrator, Dr, Middle- 
ton, and their entire staff. 

Mr. Ostertac. Mr. Whittier, I want to say once again that after 
reviewing this budget and discussing the many ramifications of the 
Veterans’ Administration that. you have a man-sized job and your 
organization is doing a fine job. You are making a tremendous con- 
tribution in the interest of good Government and the veterans. 


TOTAL EMPLOYMENT OF THE VETERANS ADMINISTRATION 


I have just one point that I think perhaps might well be considered 
before wee close. What is the total average employment in the Vet- 
erans’ Administration / 

Mr. Crarke. The total employment is estimated as 155,595 

Mr. Ostertac. Where is that figure of 21,435 ? 

Mr. Cxiarke. That is oe nt for the “General operating ex- 
penses” appropriation only, 

Mr. Osrerrac. Under oe general program. 

Mr. Crarke. That is right. 

Mr. Osrertac. Can you for the record give us the overall employ- 
ment figure—what it was in fiscal 1960 and what it will be in fiseal 
1961? 

Mr. Ciarke. The total average number of employees for 1969 are 
155,417 ; contemplated total for 1961 is 155,595. 

Mr. Osrertac. What isthe difference ? 

Mr. Monx. An overall increase of only 178 

Mr. Ostertac. Total employment level is approximately the same 
as In previous years, at least as in the previous year, and that means 
there is a substantial decrease in some areas and at the same time you 
are providing additional staffing in the hospitals which is sorely 
needed. 

Is that substantially correct? Your total comes out about the same 
but you are increasing the employment in hospitals and reducing it 
elsewhere. 

Mr. Wuirttrr. That is right. We are making substantial reduc- 
tions in Department of Veterans Benefits and Insurance due to 
automation and consolidations and also through management improve- 
ments. We are increasing the staffs in the hospitals for inpatient 
care. 

Mr. Osterraac. That is a reasonable adjustment, is it not, in that it 
provides better serv ice and more efficient service and yet, at the same 
time, the total overall cost for personnel would remain substantially 
the same ? 

Mr. Wuirtier. Much of this staffing increase actually results in 
greater turnover and getting more people out of the hospitals. 


I think Mr. Yates was interested in the $5 million 2 years ago for 


improved NP care. 
Mr. Yares. That is right. 
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Mr. Wurrrter. That improvement, I think, helped us get many 
atients back into the community. ; 
I think the inpatient care increases are vitally important. 


STATE HOMES 


Mr. Osrerrac. I have one other question and that has to do with 
State homes. Perhaps this was covered but I would like to inquire 
about one specific institution known as Oxford in New York State. 

I think the population in that home shows up as four; is that 
correct ¢ 

Mr. Wise. That was the actual figure for last year. 

Mr. Osrerrac. Is that the total population or only those for whom 
you are making payments? : 

" Mr. Wise. That is only for those veteran members who meet VA 
eligibility requirements for care. 

Mr. Osrertac. There could be more persons in that home? 

Mr. Wise. Yes, sir; if they meet certain criteria. 

Mr. Osrerraa. As I understand it, the State of New York, through 
its administration, is planning to close that home. What happens to 
your people in that case 4 HO) 

Mr. Wnuirrter. If they were eligible for one of our hospitals or 
domiciliaries they might come there. 

If they were transferred to another State home which met the 
standards of eligibility we would pick them up. 

If they were released and met neither eligibility standards the sup- 

rt would cease. 

Mr. Osrerraa. I understand they are all associated with the Civil 
War. 

Mr. Wuirtier. If there are only four perhaps the best thing would 
be to have me check each case individually. We will run down each 
of the four cases for you and try to determine what would ultimately 
happen and what the eligibility would be. 

Mr. Jonas. I have no questions. 

Mr. Yates. Thank you very much, Mr. Administrator. 

Mr. Wuirtter. Who knows what will transpire between now and 
another year. I do not know whether this will be my last appearance 
or whether I will be back again another year. 

Mr. Yates. I am torn as to what I am supposed to say. 

Mr. Wuirtirr. I would just like to say this: First, I would like 
to pay a very high compliment to the dedicated career people whom 
Ihave found in VA, the doctors, nurses, and others throughout. The 
record would not be complete unless I indicated that. 

I would like to say one other thing: Coming to Washington with 
no preconceptions I have found it a great pleasure to appear before 
this committee. 

I have seen here no partisan politics and I have seen a group of 
men who have been dedicated to doing their jobs. They have certainly 
done a tremendous amount of homework and I certainly want to ex- 
press a high compliment to the chairman of this committee. 

I have been impressed with all the research and work done, the 
knowing questions that are asked, the care with which this great budget 
is gone over by Members of Congress, and it would be a firm reassur- 
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ance to the people back home if they could see your work and under- 
stand the extent of it. 

Mr. Yares. That is a very fine statement. Speaking in behalf of 
the chairman of the committee who has had to leave the room for a 
few moments, and for the other members of the committee, may I s say 
that I think I express the viewpoint of all of us in saying that you 
have our highest esteem and our greatest respect, and we have found 
that working with you and members of your staff has been a very 
fine experience. 


Marcu 1, 1960, 
FEDERAL COMMUNICATIONS COMMISSION 


WITNESSES 


HON. JOHN C. DOERFER, CHAIRMAN 

HON. ROSEL H. HYDE, COMMISSIONER 

HON. ROBERT T. BARTLEY, COMMISSIONER 

HON. ROBERT E. LEE, COMMISSIONER 

HON. T. A. M. CRAVEN, COMMISSIONER 

HON. FREDERICK W. FORD, COMMISSIONER 

HON. JOHN S. CROSS, COMMISSIONER 

EDWARD W. ALLEN, JR., CHIEF ENGINEER 

WILLIAM C. BOESE, ASSISTANT CHIEF ENGINEER 

JOHN L. FITZGERALD, GENERAL COUNSEL 

HAROLD G. COWGILL, CHIEF, BROADCAST BUREAU 

CURTIS B. PLUMMER, CHIEF, SAFETY AND SPECIAL RADIO SERV- 
ICES BUREAU 

JOHN J. NORDBERG, CHIEF, COMMON CARRIER BUREAU 

GEORGE S. TURNER, CHIEF, FIELD ENGINEERING AND MONITORING 

ROBERT W. COX, EXECUTIVE OFFICER (ACTING BUDGET OFFICER) 

PAUL M. McDONOUGH, ADMINISTRATIVE ASSISTANT TO THE 
CHAIRMAN 

MARY JANE MORRIS, SECRETARY 

JAMES D. CUNNINGHAM, CHIEF HEARING EXAMINER 

DONALD BERKEMEYER, CHIEF, OFFICE OF OPINIONS AND REVIEW 


Mr. Tuomas. The hearing will come to order, please. 

We have with us the Federal Communications Commission this 
morning. 

It is certainly nice to have with us again these distinguished gentle- 
men, Mr. Doerfer, the Chairman; Mr. Hyde, Commissioner ; Mr. Bart- 
ley, Commissioner; Mr. Lee, Commissioner; Mr. Craven, Commis- 
sioner; Mr. Ford, Commissioner; Mr. Cross, Commissioner; Mr. Al- 
len, Chief Engineer; Mr. FitzGerald, General Counsel; Mr. Cowgill, 
Chief, Broadcast Bureau. I understand you are understaffed this 
year, as usual. 

Mr. Cowerui. That is right. 

Mr. Tuomas. Mr. Plummer. Are you still behind? 

Mr. PtumMer. Some 30 to 60 days. 

Mr. Tuomas. We have with us Mr. Nordberg. He says he needs 
17 more men. He is in the Common Carrier Bureau. How are you 
this morning, sir? 
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Mr. Norpserc. Fine, sir. 

Mr. Tuomas. Is everything going all right with you? 

Mr. Norpsere. I think so. 

Mr. Tuomas. We have with us Mr. Turner, Chief, Field Engineer- 
ing and Monitoring Bureau. He did not want so many personnel. 
How many did you say you wanted ? 

Mr. Turner. Seventeen, sir. 

Mr. Tuomas. We have with us, also Mr. Cox, executive officer and 
acting budget officer. He is well known to this committee. He is an 
awfully good man with a pencil. 

We have with us Mr. McDonough, administrative assistant to the 
Chairman, and the very charming secretary, Miss Mary Jane Morris. 

We have with us Mr. Cunningham, Chief Hearing Examiner. How 
are you this morning? 

Mr. Cunnincuam. Fine, thank you, sir. 

Mr. Tuomas. We have with us Mr. Berkemeyer, Chief, Office of 
Opinions and Review. 

Who writes those opinions, you or the judge? I was giving the 
- e a little credit for it the other night. 

r. BerKEMEYER. He writes the first one and we second-guess him. 

Mi Tromas. He writes the first one and you refine him ‘down and 
tell him what he really should have said. 

Mr. Chairman, we would like to hear from you and your fellow 
Commissioners as long as you want to talk. It is always nice to have 
you over here with us. 

Mr. Dorrrer. Thank you, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Dorrrer. We welcome this opportunity to present a justifica- 
tion of our budgetary request. I might start out by saying that our 
1960 appropriation was $10,550,000 and our budget estimate for the 
1961 fiscal period will be $13,500,000. The increase » would be accounted 
for mainly by an increase in personnel. There will be an average 
employment increase of 67 employees, amounting to $464,305; other 
objects would amount to $2,485,695. This accounts for increase over 
last year’s appropriation of $2,950,000. 

The major increases, to summarize and put it another way, are 
$2,250,000 requested for a UHF-TV project to be performed ‘under 
contract by other agencies or private organizations; $71,445 for em- 
ployees’ health program. This is the first-year budgeting for this. 
There is $29,701 for civil service retirement for new ‘employees, and 
$54,370 for equipment, technical and office equipment for new 
employees. 

Mr. Chairman, those are the highlights, excepting one which I 
would like to put on the record. 


AVERAGE EMPLOYMENT 


The average employment at the FCC for the year 1960 will be 
1,220.7, compared to an average employment in 1948 of 1,349, which 
means today we are operating on a manpower basis with 128 less than 
we had in 1948, and I think that in all categories our work has 
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doubled, and in some cases tripled, and in some cases the responsi- 
bility for monitoring and checking in the field has increased to the 
point where there are 10 times as many units m existence today 
than there were in 1948. 

Those are the highlights, Mr. Chairman. I think that we could 
probably expedite the hearing 

Mr. Tuomas. Tell us generally what is going on in the Commission. 
What are some of your headaches and some of your problems, et 
cetera. 

What are you doing about them? I got out your act again this 
morning. I weighed it. It weighed a pound and a half. It is broader 
than the Sears, Roebuck catalog and from just weighing it I figured 
if there is anything other you want to do, you hav e authority to do it: 
it is just that broad. What is the C ommission’s program, et cetera? 





STANDARD BROADCAST APPLICATION BACKLOG 


Mr. Dorrrer. I think that perhaps one of our biggest headaches js 
the backlog in the processing of applications for AM radio stations, 
I think that we are about 12 months behind. That means that when 
an application comes in as of today that Bureau cannot even pick it 
up for a year. 

Mr. THomas. When did you get so far behind? On two occasions 
the committee earmarked spec ial funds to cure that backlog. We 
have given you special funds for that. We earmarked it. We gave 
you special funds for some studies you were making. Tell us what 
1as happened, and why the backlog? You got it down one time, 
with the exception of your court cases, which you can control only 
to a reasonable amount. Some of those cases may go for 2 or 3 years 
when they are hotly contested by both sides and they take you from 
court to court, but for the ordinary case you had your backlog down 
within manageable limits a year or a year and a half ago. 

Mr. Dorrrer. Mr. Chairman, I might point out that the Appro- 
priations Committee in the past has supplied these funds to handle the 
substantial increase in the number of television application as dis- 
tinguished from standard or of many radio applications. We are 
now going through another cycle. In the early 1953-54 period, i 
looked as ‘thought TV would supplant to a large extent radio, or the 
demand for radio facilities. However, there has been a resurgence. 
There has been some rulemaking which has opened up the possibili- 
ties of “shoe horning” in more radio facilities with the result that the 
applications have increased. 

I think if you require more detail on it I would refer you to Mr. 
Cowgill, who is Chief of the Broadcast Bureau. 

Mr. Cowarrn. We thought 2 or 3 years ago that the broadcasting 
industry, radio, was saturated. We didn’t see how they would all 
make a living. Those who had certificates in have gone on and pros- 
pered and done well and here comes another avalanche of applica- 
tions. Weall missed our guess there; didn’t we? 

Mr. Dorrrer. Yes. I think compared to 1945 when we had in the 
neighborhood of, we will say, 950 radio stations, today we have author- 
izations of just the radio stations of over—I think oe are 4,500 
radio stations. That includes AM and FM and with the 560 TV 
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stations on the air we have over 5,100 broadcasting stations so we have 
gone up about 4,000 since 1945, Mr. Chairman. 

Mr. Trromas. The growth has been remarkable. I believe the justi- 
fication clearly points out it has doubled in the last 10 years. 

Mr. Dorrrer. And more significant are the authorizations for other 
services. We have today over 507,000 radio stations—of course, that 
means that that includes all of the special and safety services as well 
as broadcasting. 

Broade asting is roughly 10 percent of our total authorizations. 
There were in use as of the close of 1959, 1.8 million transmitters and 
radio authorizations of all kinds outstanding at that time were 214 
million. 

Mr. Tuomas. I believe you used the figure, in the justifications for 
the last 10 years, of 2 million. 

Mr. Dorrrer. I don’t know about that. It jumped up from 660,000 
to2 million in the last 10 years. 

Mr. Tuomas. I believe that is the figure you use in the justifications. 


RULES RELATING TO STATION OR NETWORK PRACTICES AS A RESULT OF 
NETWORK STUDY 


IT recall $141,000 was earmarked 2 or 3 years ago for the Commission 
to study the broad, troublesome subject of the great broadcasting net- 
works. You brought i in two or three authorities on the subject and 
kept them around for about a year and a half. What happened to 
that? That has been about 21% or 3 years ago. 

Mr. Doerrer. As a result of that study, there has been certain rule- 
making. 

Mr. Tuomas. Did the $141,000 just go down the drain ? 

Mr. Dorrrer. Absolutely not. On the contrary, that study has 
resulted in certain rulemaking procedures with respect to station prac- 
tices or network practices. 'The must-buy practice has been abolished 
with respect to one network oxganization. I think the other one has 
challenged it and it may be in the courts. 

Perhaps the General Counsel could advise the committee as to that. 
Isthat in the courts, Mr. FitzGerald? 

Mr. FrrzGrrarp. No, my understanding is, Mr. Chairman, that the 
networks have voluntarily abandoned it asa result. 

Mr. Dorrrer. I see. Then the Commission has adopted a rule which 
would oust the the networks from being station representatives. 

Mr. Osrerraa. Is that the result of special study ? 

Mr. Dorrrer. Yes; the Commission has complied with the rulemak- 
ing procedures with respect to option time. Comments are in and 
whether or not option time will be retained or modified is a matter 
with. which the Commission should come to grips soon. The investi- 
gation and study as to programing pr actices, that is, the relationship 
between the networks and the program packagers, the advertising 
agencies and the advertisers, the influence or the amount of control 
which each component. may have is still under study. It was inter- 
rupted on two occasions, once by a court test in which the Commis- 
sion’s authority to examine and investigate talent agencies and pro- 
gram producers was challenged and the FCC was finally successful in 
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that court test and then it was interrupted recently with the exposure 
of the TV quiz practices and the so-called payola practices which 
formerly were defined as the broadcasting of matter without announc- 
ing the ‘sponsorship. In response to the exposure of these evils the 
Commission undertook to conduct an investigation with respect, to 
ways and means of preventing recurrence of such practices. 

Mr. Tuomas. Do not most of your headaches stem from one source: 
namely, that the big broade asting companies absolutely have a monop- 
oly. on it and the Commission more or less dances to the tune that they 
play? 

Mr. Dorrrer. I do not think that is true. 

Mr. Tuomas. You ask the average man on the street who dominates 
the broadcasting industry and they will tell you about two or three 
companies. You get what they give you and that is it, and the Com- 
mission does not have much to say about it. The average man thinks 
the Commission is absolutely a captive agency as far as broadcasting 
is concerned, either TV or radio. That is the average opinion. You 
can just buttonhole Tom, Dick, or Harry on the street corner and you 
will get that universal answer. The public does not realize that a 
big segment of the Commission’s jurisdiction is dealing with common 
carriers. You ask him about that and he has never heard of it. All 
he knows anything about is radio and television. He does not think 
the Commission has very much to say about it. It is dominated by 
two or three big companies that have a monopoly on it. They are 
not regulated, so he thinks, and I am inclined to agree with him 
myself. 


ROLE AND ACTIVITY OF THE COMMISSION IN REGULATION OF ADVERTISING 


What is the Commission doing in the great field of advertising 
where certainly a lot of loose statements are made with reference to 
products ? Maybe no one believes it, but still they are very loose and 
sometimes misleading statements. The Federal Trade Commission 
tries to put an end to some of it but after all, it appears to me that is 
the jurisdiction of the FCC. The statements are being made through 
the media over which you have jurisdiction, and it seems to me that 
it would be your primary responsibility to move into that field rather 
than to have the Federal Trade Commission assume the entire burden. 

Mr. Osterrac. Will the chairman yield? 

Mr. Tuomas. Surely. 

Mr. Osrerrac. I think, Mr. Chairman, it might be well at this point 
for a clarification to be made with regard to jurisdiction and responsi- 
bility in the field of communications insofar as false or misleading 
advertising and general abuse of the privilege on the part of adver- 
tisers is concerned. Can you direct yourself to that point which the 
chairman made, because T'think it is important. 

Mr. Dorrrer. Yes. The jurisdiction with respect to false or mis- 
leading advertising or unfair trade practices has been lodged by this 
Congress in the Federal Trade Commission. The FCC has estab- 
lished a liaison with the Federal Trade Commission more than 2 
years ago. 

By mutual exchange of information, we keep abreast of this. As 
vou know, and as Congress has.provided, anybody who has been 
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accused of advertising falsely or misleadingly, or has engaged in un- 
fair trade practices, is entitled toa hearing. If and when that hearing 
results in the complaint of the Federal Trade Commission being sus- 
tained, that information comes to us and we consider that, either with 
respect to granting a renewal of a. license or if the applicant happens 
to be in another proceeding, pointing toward his character or 
qualifications. ' 

Mr. Ostertac. Will you suffer an interruption? You say granting 
of a license. You do not grant licenses to advertisers. 

Mr. Dorrrer. No. I am sorry that I gave that impression. I am 
talking about the broadcaster who broadcasts the objected-to material. 

Then there is a large field with respect. to advertising which is in 
poor taste, or advertising objects that are intimate 

Mr. Tuomas. If I may interrupt, the Federal] Trade Commission 
was established long, long before anybody ever dreamed of the Fed- 
eral Communications Commission. You are giving a whole lot of 
foresight to somebody who said we placed that duty in the Federal 
Trade Commission to regulate your agency in the field of more or less 
loose or uninviting statements. How do you avoid your responsi- 
bility in that field ? 

Mr. Dorrrer. I don’t think we have avoided our responsibility. 

Mr. Tromas. You certainly have placed all that duty over on the 
Federal Trade Commission. 

Mr. Doerrer. I think it is the policy of Congress, Mr. Chairman. 
I think it is a commonsense arrangement for the prevention of dupli- 
cation of the same efforts by two agencies. 

Mr. Tuomas. Yes. They are not in the business of issuing certifi- 
cates of convenience and necessity to radio operators. That is your 
job and with that job goes the responsibility to see that. those certifi- 

cates are not abused. Can you put your finger on your act. where it 
circumvents your activities in that regard? If you can, I would like 
for you to read it into the record. 

Mr. Dorerrer. All I can say is what I have said before: That when 
the agency that has the primary jurisdiction to bring to our atten- 
tion violations 

Mr. Tuomas. When it says “the primary jurisdiction.” I at- 
tempted to point out to you ‘the Federal Trade Commission was in 
existence long before this agency was ever deamed of. How can you 
say they hs vd primary jurisdiction to do something that did not even 
exist at the time their act was passed and when they were created ? 

Mr. Dorrrer. I cannot add any more than to say in the establish- 
ment. of the liaison we take into consideration their convictions or 
their findings and after the accused has had his day in court. is the 
moment when the Commission can act. I think this: That if the Con- 
gress appropriated funds to the Federal Trade Commission specifi- 
cally for the purposes of monitoring advertising practices 

Mr. Troms. You are in error there. 

Mr. Dorrrer. That was my understanding. 

Mr. Tomas. Not specifically for that purpose. 

Mr. Evins. Mr. Chairman, were you not a little late in establishing 
your liaison with FTC only 2 years ago? Why wasn’t it established 
long before that? 
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Mr. Hype. Mr. Congressman, we have had liaison with the Fed- 
eral Trade ever since we have been licensing. 

Mr. Evins. You said about 2 years ago. 

Mr. Hyone. I think he referred to a more formal arrangement in 
which there was exchange of letters and specific procedures set up 
When I was on the staff I had occasion to refer matters to Federal 
Trade and request information from them. 

Mr. Evins. As a result of your liaison, the FTC has a vast docket 
of injunctive orders. How many licenses have you revoked and how 
many adverse actions have you taken in any spec ific case? You say 
you are advised by the Commission of its action when you are given 
this information. What do you do with it? 

Mr. Dorrrer. Mr. FitzGerald, do you have the specifics on that? 

Mr. FrrzGerap. In answer to your question: I think from the 
moment that a complaint issues asking an advertiser to cease and 
desist certain practices, the Federal T rade Commission at that point 
sends over such complaints, and these complaints are handled by the 
Commission’s Broadcast Bureau in its usual manner of watching over 
complaints that may affect licensed operations. These are, I believe, 
communicated to the licensee affected so that he may have notice 
that advertising may be going on over his station which in some 
manner would mislead the public. 

The licensee then responds to such complaints as are forwarded 
to him. I might say many of the Federal Trade Commission orders 
led to—. 

Mr. Evins. We understand about FTC orders. My question was, 
What adverse action have you yourself taken against any specific 
broadcasting stations as a result of an FTC order? You send them 
a copy of the order and tell them their advertiser is charged with 
false advertising. What do you do other than put them on notice? 

Mr. FrrzGeraxp. I think this, sir; that if action is taken by the 
radio station itself when it is put on notice of this, then that can end 
the matter. I also think that there have been several cases in the 
past 

Mr. Evins. You mean the radio industry regulates itself, then? 

Mr. FrrzGrratp. No, I did not mean that; but, of course, many of 
these types of advertising practices that the Federal Trade Cominis- 
sion finds to be unlawful for this reason or that may be new to the 

radio station itself. 

Mr. Evins. Counsel, my question was, What action has the FCC 
taken ? 

Mr. Hype. I think the answer has to be that no licenses have been 
revoked. 

Mr. Forp. The Mester Brothers case. 

Mr. Hyove. I was making the statement that the Commission has 
directed their attention to apparent violations and if they have failed 
to desist in carrying the advertising, we certainly would have taken 
steps in respect to their licenses. There have been no cases in which 
we have been inclined to persist in any violation once it has been 
brought to their attention. 

Commissioner Ford referred to the Mester Brothers case. This was 
an application for consent to assignment of license of facilities to a 
company that had been engaged in the edible oil business. Investiga 
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tion showed that they had had a record of violations of certain Fed- 
eral regulations and the Commission refused to approve the assign- 
ment of license. 

It clearly establishes the legal authority of the Commission to re- 
fuse a license to people who cannot be depended upon to abide by 
Federal regulations. 

The rationale of the Commission in the decision was they could 
not be trusted with the facilities. 

Mr. Evins. How long ago was that, Mr. Hyde? 

Mr. Hype. This would be at least 10 years. 

Mr. Evins. In other words, 10 years ago you took one adverse ac- 
tion against a radio station. You did not give them permission to 
transfer a license. You did not really take them off the air. You 
just denied them the right to transfer. In 10 years you have not taken 
any action. You left it up tothe FTC? 

Mr. Hyper. I would not say we took no action. We have taken no 
action to refuse a license or to revoke one, that is true. However, I 
am satisfied that the Commission’s actions have resulted in compliance 
with Federal regulations in this field. 

Mr. Evins. I believe there is a general loss of confidence in the FCC 
as a result of the revelations in the past 2 or 3 years about practices 
that have existed in the broadcast industry. 

The FTC said they did not have the jurisdiction. The FCC said 
you did not have jurisdiction. Now, when Congress is about to write 
legislation, you say we do not need any more law but you have plenty 
of authority. 

Mr. Hype. I would not like to have the impression that this is an 
area where you fall between two chairs. Actually, there is jurisdic- 
tion in both agencies. There is a certain degree of overlapping. I 
would say we must recognize the Federal] Trade as the specialists. 

I think particular jurisdiction as respects misleading advertising is 
inthe FTC. Certainly we cannot license a station and find it in ‘the 
public interest if we have evidence they are going to broadcast mis- 
leading information. 

Mr. Toomas. The Commission is certainly making a frank and free 
and very fine statement. 


ACTIVITIES OF THE COMMISSION AGAINST DECEPTIVE PRACTICES IN TV 
BROADCASTING 


Mr. Evt1ns. I was impressed from my casual observation of the 
budget that there is not a word or mention that I could find about all 
of the false advertising, payola, rigging of TV programs that have 
been in the news and in the¢ eyes of the public. There is a loss of con- 
fidence in the Commission on the part of the public. Yet in the budget 
you do not mention these matters or propose any plans to do anything 
about them. Y ou have other technical matters you talk about. Are 
you not addressing yourself to this problem at all? Are you brushing 
it off and saying no legislation is needed 2 

Mr. Hype. No. The Commission is giving a very considerable 
amount. of attention to the subject. 

Mr. Evins. You did not mention it in your budget. 
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Mr. Hype. The budget document was prepared before we under- 
took our recent hearings and I think largely before the exposures that 
filled the newspapers in recent weeks. The Commission has prepared 
legislation directed against rigged quizzes against payola, as it is 
called. We have adopted regula itions in this sense. We have issued 
notices of rulemaking under the Administrative Procedures Act, a 
required procedure looking toward shrinking of the rule, and we do 
expect to use additional manpower that we are asking for in the 
Broadcast Bureau to conduct an effective check against these abuses 
that have been brought to the attention of the public. 

I think that if you would take up step by step the activities the 
Commission has undertaken, you will find th: at we are concerned with 
these abuses. 

We have queried all of the broadcast stations as to their manage- 
ment of the disc jockey operation, as to any evidences of payola. 
This questionnaire was sent out in December—December 2. All sta- 
tions have been asked to report on this and the Commission is exam- 
ining them with extreme care. We have sent investigators such as we 
have to several places and we do not expect to issue licenses either 
for new stations or renewals or increased facilities to applicants who 
permit payola to be practiced in their stations—who have not taken 
steps to prevent violations of law. 

Mr. Evins. The Commission did not find these irregular practices 
themselves. The FTC did not find them. It was a congressional 
committee that found them. 

Mr. Dorrrer. That is not true, Congressman. I would like to 
straighten out the record on that. 

Mr. Evins. You sent out a questionnaire in December. 

Mr. Dorrrer. You are talking about payola or TV quizzes? 

Mr. Evins. You said you sent out a questionnaire ? 

Mr. Doerrer. I thought you referred to deceptive practices. I 
would like to answer that. I think you would be interested in know- 
ing what the facts are. I am satisfied that from some of the ques- 
tioning that you have been misinformed. 

Mr. Tuomas. You had better straighten out the record because it 
is in bad shape, I will tell you now. 

Mr. Doerrer. July 31, 1958, an affidavit was brought into the FCC, 
a newspaper reporter indie ating that some quiz program was rigged. 
The affiant did not leave an address. It happened that we located him 
in New York later. In the interim we had addressed a communication 
to the network in question and asked his version with respect to the 
charge. 

Within a period of weeks the network had not only replied but 
taken the quiz programs off the air so that bv September, as far as I 
know, there was not a rigged program on the air. 

There may have been one which required extra investigation on the 
Bart of the network itself. but that finally came off in February of 
1959, and it was not until October 1959, that the Legislative Oversight 
Committee brought his thing out to the public. There wasn’t a rigged 
quiz show on the air for almost a year before the exposé of the Legis- 
lative Oversight Committee and it is an incorrect impression to say 
that the Commission was passive and did nothing. 
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Mr. Evins. You sent out a questionnaire in December and now 





Mr. Doerrer. Now we are talking about payola. 

Mr. Evins. That they cleaned their house and did nothing wrong 
and you are vindicating them now ? 

Mr. Dorrrer. No. 

Mr. Yates. There is something wrong. You are intermixing two 
programs. Mr. Evins is asking about rigged programs or about 
payola and the answers are being intermingled. 

Mr. Dorrrer. The answer is not intermingled. I am talking about 
quiz programs. Now I will talk about payola. 

Mr. Osrerrac. The questionnaire was directed to payola? 

Mr. Dorrrer. That is right. 

Mr. Tuomas. Mr. Chairman, you confined your answers. You have 
160 men who have been engaged in broad duties of monitoring for 
years and years and years. ( ‘ertainly the Commission through that 
listening post should have known what was going on. 

You brought something to light that had “existed apparently for 
years. 

Mr. Dorrrer. May I answer that? For years and years and years 
this Commission has told this committee that we do not monitor for 
any other purposes than for technical violations of law, frequency, 
wavelengths. 

Mr. Tuomas. That is what you told us, but you have 160 people 
assigned to monitoring. 

It appears to me that somebody in that crowd might have been 
paying a little attention. You expect the Federal Trade Commission 
to set up a unit to do exactly what you ought to have been doing 
through the years. 

Mr. Dorrrer. I would like to make this statement with respect to 
payola because I think the record should be clarified with respect to 
that, Mr. Congressman, and that is when information came to the 
Oversight Committee that diskjockeys were taking payments, the 
Commission alerted a staff and prepared the questionnaire which was 
finally issued in December. Let me say this: So far as I am aware, 
there is only one case where a licensee was involved. All the other 
cases—there might be four more that the Federal Trade Commission 
sen all the others were done surreptitiously by the diskjockeys, 
the net effect being that there was nothing more or less than an em- 
ployee having his hand in the till of the employer. 

The employer did not know about it. This was an under-the- 
bridge type of thing. 





REGULATORY AUTHORITY OF THE COMMISSION 


Now, I might indicate further that this Commission does not have 
the common-carrier type of regulation in the broadcast services. 

The Supreme Court of the United States says that the intent of 
Congress in 1934 did not give this Commission supervisory control 
over either the business practices of a licensee or the programing, and 
it has been a disadvantage in carrying out what we though was the 
philosophy of the act for over 25 years, that the Commission has not 
functioned as many people suppose it should function and that is as 
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though it had jurisdiction over broadcasting to the same extent that 
it has over common carriers. 

Mr. Evins. In other words, you confine yourself to the technical 
aspects and technical field ? 

Mr. Tuomas. What is the name of that Supreme Court decision? 

Mr. Dorrrer. The Standard Broadcast case. 

Mr. Tuomas. When was it decided ? 

Mr. Dorrrer. 1940. 

Mr. Tuomas. Has it been renewed since that time / 

Mr. Dorrrer. Yes. I think that there are—— 

Mr. Tuomas. Specifically what does that case hold? You might 
read it or give us the citation and read the pertinent part in the 
record at this point. 

Mr. Dorrrer. I donot have the citatiou here. 

Mr. Tuomas. Is it as broad and clear as you have indicated it? 

Mr. Dorrrer. No, I think it is obiter dicta to the same extent that 
any pronouncements of the Supreme Court with respect to program- 
ing supervision have also been obiter dicta. 

Mr. Tuomas. That is what prompted me to ask if that decision has 
been tested in the last 20 years. 

Mr. Dorrrer. I do not know. How do you test a Supreme Court 
decision ? 

Mr. Tuomas. Go back to the Court and raise whatever issue you 
can. Youarea good lawyer. You know about that. 

Mr. Dorrrer. I might say there is a divergence of some very quali- 
fied opinion with respect to the extent of the Commission powers, 

Mr. Tuomas. You are putting it on the middle of the road now. 
Your first statement did not indicate that by a jugful, did it? 

Mr. Doerrer. I would say this: I think if this committee would 
read the testimony of Mr. W. C. Seymour, who happens to be at the 
moment President of the American Bar Association, the testimony of 
an attorney with a good deal of experience in communications work, 
the citations and the authorities, and compare that with respect to 
the testimony of a professor who testified, who takes the opposite 
viewpoint, you would agree that there is a great deal of doubt and 
I would say this: That the professor himself, who has testified, has 
indicated that there is doubt and it would be well if the question were 
resolved. 

Mr. Evins. Will you yield? 

Mr. Tuomas. Yes. 

Mr. Evrns. I may be wrong in my interpretation, but my concept 
of the Commission is to protect the public interest. You are sup- 
posed to be dominant, initiate action, not just sit back and read an 
opinion of some professor and cast doubt upon your jurisdiction of 
authority. 

Mr. Dorrrer. He did not. He was of the opposite view. 

Mr. Evrns. I think you ought to be aggressive in the field of public 
interest. 

Herbert Hoover, when he was Secretary of Commerce, laid down 
the principles for the supervision of the radio industry in the public 
interest and I think since that time that the public confidence has 
been lost. You have been drifting in the field. I think it is time you 
addressed yourself to protecting the public interest and not the vested 
interests. 
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Mr. Dorrrer. I reject that appraisal of our work, Mr. Congress- 
man. I do not think that that is warranted. 

Mr. Ostertac. Will the chairman yield ? 

Mr. Tuomas. Yes. I yield. 


JURISDICTION OF THE COMMISSION IN BROADCASTING 


Mr. Osrertac. Mr. Chairman, not referring specifically to payola 
or rigged quiz programs, but more or less to this area of advertising 
and programs which are sponsored by advertisers, which to some ex- 
tent may be misleading or false or detrimental to sound practices, 
there is this question that comes to my mind as between the respon- 
sibilities of the Trade Commission and the Communications Commis- 
sion. You donot deal directly with advertisers. 

You have no jurisdiction or right; is that right, to deal with 
advertisers ¢ 

Mr. Dorrrer, That is right. 

Mr. Osrertac. That is a matter of the trade and your authority 
and your power is related only to the broadcasters, so to speak ? 

Mr. Dorrrer. That is as I understand it. 

Mr. Osrertac. Your power is not exactly a police power but a right 
of license control ? 

In other words, you issue licenses, you revoke licenses and the like, 
is that correct ? 

Mr. Dorrrer. That is correct. 

Mr. Yates. You donot revoke licenses? 

Mr. Dorrrer. We have the power to revoke licenses. 

Mr. Yates. When did you revoke a license ? 

Mr. Dorrrer. 1932 was the last revocation. 

Mr. Yates. Then you do not revoke licenses. The Congressman’s 
question indicated you revoked licenses. 

Mr. Dorrrer. We are talking about the power and jurisdiction. 

Mr. Osrerraa. I said the power. 

Mr. Yates. I thought he said you revoked licenses. 

Mr. Dorrrer. I would like to have you point out to me what license 
should have been revoked during that period of time. 

Mr. Evrns. Will the gentleman yield? 

Mr, Osrertac. I haven’t finished my question. 


COMMISSION PROCEDURE AGAINST FALSE AND MISLEADING ADVERTISING 


Now, Mr. Chairman, you, as a Commission, have just one area of 
responsibility, or right of responsibility in the matter of the control 
of the broadcasters by virtue of the license. If the Trade Commis- 
sion finds that there has been a very unfair trade practice—false and 
misleading advertising—how can that be dealt with when the broad- 
easter controls the advertising insofar as permitting it to be on the 
air or on television? You have to either revoke the broadcaster’s 
license or what ? 

Mr. Dorrrer. Insofar as the FCC is concerned, if it assumes that it 
thought that the broadcast advertising was false and misleading it 
would have to comply with the laws that Congress laid down. 

It would have to write him a letter. We call it a 309(b) letter. 
He would be entitled to a hearing. I do not know of any power 
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whereby we could summarily revoke that license and I do not know 
of any power which would deny him a right to be heard and actually, 
as the Legislative Oversight Committee has 1 recognized in these fields 
where ther e is legitimate argument as to whither « or not it is or is not, 
they have recognized that the penalty of revocation is too severe and 
they have presently made recommendations, and so have we, to the 
extent that there be something less than complete revocation. It is 
too large a penalty. It is out of proportion with respect to violation 
of other criminal laws. In some cases it may mean the very liveli- 
hood of a man. In other cases it may mean millions of dollars to 
stockholders and no fairminded man would want to assess a pen: lty 
of that kind. The American concept is to fit the punishment to the 
penalty. 

Mr. Ostertac. The point of my questioning is simply this: Other 
than the revoking of the broadcaster’s license, what steps today can 
be taken, either through the power of the Trade Commission or some 
other action to do away or clean up or prevent this misleading ad- 
vertising, so-called ? 

Mr. Dorrrer. Well, the power of the Federal Trade Commission, I 
think, is limited to cease and desist orders and of course that is merely 
a way of getting the proceeding started. The FCC could issue a cease 
and desist order, but that is merely a way of getting the thing started. 

Mr. Osrerrac. You are getting to the point of what I am ‘trying to 
get at. You order cease and desist but what happens? Do they 
stop? 

Mr. Dorrrer. Yes, they have in those cases where they have been 
challenged, and in other cases where they think we are wrong about 
it they are entitled to their day in court. 

Mr. Forp. Mr. Chairman, may I supplement that just a little bit? 

Section 9 of the Administrative Procedures Act, when somebody 
violates a rule or regulation or does something he should not do un- 
less it is an absolute willful violation then we have to give them an 
opportunity to come in in compliance so if the broadcaster is broad- 

casting material which the FTC determines is improper, we have to 
give the broadcaster an opportunity to come in in compliance before 
we can take action against him. 

Mr. Ostrertac. Do you hold the broadcaster responsible for the 
advertiser's actions and conduct ? 

Mr. Dorrrer. No. If you put the question that way, Mr. Congress- 
man, the answer is “No.” 

Certainly if the broadcaster, after a finding and it is conclusive 
and he willfully disregards it, we would not have any hesitancy at all 
in taking his license. 

Mr. Ostertac. Your whole point is you must have some added 
authority under the law other than the absolute revocation of licenses? 

Mr. Dorrrer. Yes. I suggested, or rather, the LOC suggested 
susnension of license rather than revocation. 

When vou suspend a service, you punish the public in many instances 
more so than the licensee. You are taking something away from the 
public. You are beating him. There is something wrong with the 
concept that vou summarily go out and take away a license. 

Mr. Ostertac. You do not mean to deceive the public. 
Mr. Dorrrrr. Certainly not. 
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Mr. Evins. I agree revocation is too severe a penalty, but I would 
like to impress upon the Commission that they ought not to just alibi, 
but take some positive and affirmative action. You are the expert 
in the field. You ought to formulate regulations in the public interest. 
The public has been concerned about this. You talk about the public 
being hurt. They are not being hurt if you take off one of these 
broadcast programs. 

Mr. Dorrrer. Isn’t it more in the public interest to comply with 
the fundamental laws of this country, the laws that you have set down 
for us rather than to try to—— 

Mr. Evins. Our basic difference on that is we agree the law is 
being enforced, but it is the method of enforcement. That is our basic 
difference. In my view you are not being vigorous in the enforcement 
of the laws on radio and TV broade: asting in the public interest. 

I think you ought to be more positive, more aggressive. I oo 
you have the facts. You are the experts. You ‘ought to lead i 
formulating policy and recommendations. 

Mr. Dorrrer. May I submit that is merely a question of opinion? 
I think if you would give us the time you would be convinced that 
we have not been derelict in our duty, we have not been passive. We 
have got the best broadcasting system in the world and, like any 
democracy, any free enterprise system, there are certain failings, there 
are certain flaws, but let’s not magnify them out of proportion to what 
they actually are. 

Mr. Jonas. May I make a comment? 

Mr. Tomas. Mr. Jonas. 

Mr. Jonas. This is not said in defense of what you have done, but 
it seems to me that if we are interested in protecting the public, you 
have got to have somebody—the policeman has got to have e authority— 
to go to the manufacturer or to deal with the person who is per- 
petrating the fraud, for if you merely eliminate it from the airways, 
who is going to eliminate it from other advertising media? If you 
have authority only to stop it on radio and television, you have not 
corrected the problem. 

You have not provided full protection for the public: you have just 
protected the public from being defrauded over one of the various 
media available for advertising matter. Is that not true? 

Mr. Dorrrer. Yes. I would s say this: That if you really examine 
on a scientific basis the advertising practices of the broadcaster and 
compare it to the daily newspaper you will find an awful lot which 
is never reproduced at all in the field of broadcasting. 

Mr. Boranp. I would agree. This is a very difficult problem with 
respect. to false and misleading advertising. It is one I would think 
with which the Federal Trade Commission is more concerned, and 
ought to be, than the FCC. Iam impressed with what the Chairman 
has said insofar as the activity of the Commission has been with 
respect to payola. 


PROCEDURE AGAINST STATIONS PARTICIPATING IN PAYOLA 


This is something which was brought to the Commission’s attention 
at a particular time—and these things do not happen unless a 
come in—a complaint came in and it seems to me on the basis of th 
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complaint the Commission acted expeditiously. What it did was to 
make inquiry of the radio industry, the broadcasters, and what they 

were doing. They came up apparently with the conclusion that only 
one station actually participated. That is, the management or own- 
ership actually participated. 

What did you do with respect to that one station ? 

Mr. Hyoe. I think there is a misunderstanding as to the number 
of stations. There are four instances where there is evidence that 
the station itself may have received money and in those instances 
we have sent the 309(b) or prehearing letter. These were only sent 
out yesterday, but the cases have been under examination. Whether 
or not these cases will be set for hearing, which is indicated now, 
depends upon their response to the 309(b) letter, a procedure which 
is required by the Communications Act. 

Mr. Yates. What do you mean by “their response”? 

Mr. Hype. We send a letter telling them there is an apparent viola- 
tion of law. The act requires that we give them this notice and a 
chance to explain before we issue a formal] hearing order, so we will 
hold our judgment on these cases in abeyance until we get these 
responses and then we will examine their reply against the evidence 
we have and determine whether formal hearing orders should be 
issued, 

There are four instances where we have undertaken that proce- 
dure. We have certain other cases under investigation because we 
do not wish to issue even a prehearing letter which may not, after 
investigation, be justified. 

Issuance of a letter affects the reputation of the station, its ability 
to do business. It is a severe sanction in itself. So we want to 
proceed with reasonable care so as not to be unjust. 


DISCUSSION OF LICENSE RENEWAL CASE IN CHICAGO 


Mr. Yates. I would agree with you on proceeding with reasonable 
care, but the thought that comes to my mind, in view of Mr. Boland’s 
comment about the expeditious manner in which the Commission 
proceeded in the payola cases, according to its own statement, con- 
cerns the case about which I had oceasion to write to the Commission 
concerning some people in my own district who were protesting the 
renewal of a license in a Chicago station and indicated to me that 
they wanted a hearing before the Commission. They wanted an 
oral hearing. 

Mr. Dorrrer. Yes. 

Mr. Yates. It was suggested to me perhaps they ought to file ¢ 
petition. I did not want to enter the case or even influence the 
Commission one way or another, but it occurred to me it was the 
right of any person participating in a hearing before the Commis- 
sion to obtain a hearing. It was indicated in that application that 
there were a number of witnesses who would testify under subpena 
before the Commission if given that op portunity. The application 

was made for an oral hearing and for the issuance of subpenas 
against the witnesses to tell them to come in. The allegation was 
made that they would testify against either illegal or extralegal 
practices against small business people by companies, et cetera. At 
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the time that this request was made, the Commission had under 
active consideration the question as to whether or not the license 
should be renewed I did not want to intervene in the case because 
this is strictly a matter for the Commisison’s own interpretation but 
now the case has been decided. I think perhaps we can talk a little 
bit about it. 

The Commission never granted this applicant the oral hearing, 
nor did it see fit to follow up on the applicant’s allegation that it 
could produce witnesses, if aan were issued, who could tell the 
Commission that illegal or extralegal practices were occurring by 
the broadcaster whose license was under consideration, 

Mr. Hype. Congressman, was not this a complaint about taking pro- 
duction programs from one community to another, and failure to pro- 
vide—— 

Mr. Yares. That was one aspect of the complaint. The second as- 
ect of the complaint related to the question of sufficient publie service 
roadcasts, and as I understand it—and I may be wrong in this—the 
third aspect of the case related to the promulgation of illegal, or extra- 
legal practices by the broadcaster. 

Mr. Hyper. I have only a somewhat vague recollection of it. I saw 
some of the correspondence on it and as I recall there was a complaint 
of failure to serve some community needs. 

Mr. Yates. Yes, there was. 

Mr. Hype. And a taking of production from Chicago to other cities 
such as New York. 

Mr. Yates. Yes. 

Mr. Hyper. The questions went more to the challenge of whether or 
not they were serving the public interest, I think, rather than to any 
alleged violation of specific laws. I think that was it. 

Mr. Yates. Was that the reason their application for an oppor- 
tunity to present witnesses as to illegal practices was rejected? I am 
not disagreeing with the Commission on its decision, or trying to get 
behind what your decision was. The only point I. am making, as the 
chairman has indicated, is that once he received an affidavit they im- 
mediately make an investigation. I do know in this case the request 
was made of the Commission to have an oral hearing in order to permit 
the subpenaing of witnesses who would testify as to what was occurring 
with respect to practices of this station in Chicago. That opportunity 
was denied. I never knew why the Commission denied it. It just 
seemed to me had I been a Commissioner and if a statement had been 
made that if a hearing is given some questions would be raised that 
the Commission should look into, I would certainly want to look into 
them. 

Mr. Hype. I am sure this matter had some careful attention. I am 
sure some reasons were given. I would like to have an opportunity 
to—— 

Mr. Yarrs. There never was an oral hearing on it. 

Mr. Hype. There never was. 

Mr. Yates. It was suggested that the witnesses should file affidavits. 
Well, these people who have to deal with the broadeasters are not 
going to file their affidavits if they are not subpenaed. They do not 


want to put themselves in a position of having retaliation made against 
them. 











604 


Mr. Hype. That is understandable. I hope the impression is not 
given here that the Commission simply ignored these representations, 
I think if I may check the records on this I can find what disposition 
was made of this. 

Mr. Yates. I know the disposition made of them. No hearing was 
held. 

Mr. Hyoe. I think there was an examination of their representa- 
tions and some reason for not holding the hearing. I think the chal- 
lenge was to the general public interest issue rather than any alleged 
violation of a particular law. I think we can deal with this better 
if you will permit me to get the file on it. 

Mr. Yates. Mr. Hyde, I would certainly be interested in knowing 
what the answer to it is. As the records in my office stand now, the 
application was made for a hearing and the opportunity of presenting 
witnesses who would only testify under subpena. I thought that they 
should have been given an opportunity to be heard. That decision 
is up to the Commission and the Commission has acted. That is the 
only reason that I bring ; up now. 

Mr. neh May I say again I do not recall any charge of a violation 
of law. I do rexel “questions being raised as to whether stat- 
tions were serving the public interest and I should like to check the 
file on this. 

Mr. Yates. It raises another question in my own mind. They did 
want an oral hearing and they were never granted an oral hearing, 
and I wonder why. Why do you have a practice—and as I say, this 
is after the case now—not to permit oral hearings? 

Mr. Hype. We do not refuse hearings when we believe an issue has 
been raised that warrants an examination in a hearing. I shall want 
to find out what the considerations were that led the Commission to 
conclude a hearing was not necessary in this particular case. In an 
instance where there is a complaint of violation of law, or a charge, 
we take it up first informally with the licensee or the applicant. We 
get his version of it. If at that stage the Commission finds that a 
orima facie case is indicated, then we issue this 309(b) letter that I 
bara referred to before required by the Communications Act, and we 
give the applicant an opportunity to answer that. 

Mr. Yares. Is this letter necessary where there is under considera- 
tion the question of a renewal of the station’s license ? 

Mr. Hype. Yes. It is necessary before we would go into a hearing 
procedure. The act requires before we would take as significant a 
step as ordering a hearing we must first go through this letter of ex- 
change with them. Then when the Commission gets the response to 
our letter we must then, after examining their response, determine 
whether a hearing is required that is necessary in the public interest. 

Mr. Yares. Suppose that one or two or more of the respondents 
requested an oral hearing? I know that they are not going to do it 
as a matter of right. 

Mr. Hype. No, they are not. 

Mr. Yares. In most of your cases do you have any such applications 
for oral hearing? 

Mr. Hyoe. It is not often that we hold a hearing on a complaint. 
It is the unusual instance. We do not deny them. We examine them 
to find out if a hearing is really justified. Quite a few complaints we 
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get have to do more with differences of opinion as to program quality 
which does not necessarily mean the program is not in the public 
interest. It does not satisfy the complainant, yet if it appears that 
the licensee is making an earnest effort to serve an overall public in- 
terest we would not be: justified.in holding a hearing because some 
one person or some one group is dissatisfied. We m: ake a conscien- 
tious effort to determine whether an issue of sufficient public impor- 
tance has been raised to warrant a hearing. We do not feel we should 
impose the hearing on the Government, or on the parties, unless there 
is warrant for it, a justified case for it. 

Mr. Evins. I think that I can understand why the Commission 
could not consume all of its time on a hearing on every minor com- 
plaint addressed to it, but I think where there is a general overall sick 
industry you ought to affirmatively hold substantial hearings. 

Mr. Hype. We just recently completed a course of very substantial 
hearings and the Commission recognized that some examination must 
be given. Weareundertaking to do that. 

Mr. Yares. Supplementing what my colleague from Tennessee has 
stated, I can appreciate where you might not want to hold an open 
hearing on a minimum type of complaint, but where you have a con- 
tested proceeding involving the renewal of a license, I should think 
this would be, in a metropolitan community such as the city of Chicago, 
a matter of sufficient importance for you to undertake a hearing that 
would elicit all of the facts. 

Mr. Hype. It may be that you would not be satisfied with the judg- 
ment we made in the case. 

Mr. Yates. I am not questioning the Commission’s judgment at all. 
Iam merely addressing myseif to the Commission’s procedures. I 
served as a member of a public service commission for about 3 or 4 
years in the State of Illinois. The hearing was the rule rather than 
the exc eption. I get the impression with respect to the Federal 
Communications Commission the oral hearing is the exception rather 
than the rule; is that correct ? 

Mr. Hype. That is true. 

Mr. Yates. Even by your examiners? 

Mr. Hype. That is true. 

Mr. Tuomas. The Commissioner has testified that his memory is 
not too fresh as to the facts. Why not at this point in the record 
defend your action ? 

Mr. Yates. I am not talking about the decision; I am talking about 
the procedures. 

Mr. Hype. It is true that we do not conduct hearings on the usual 
renewal license applications 

Mr. Tuomas. Put the facts in the record at this point. 

(The requested information follows :) 

Commission records indicate that by letter dated July 27, 1959, Congressman 
Sidney R. Yates wrote to the Chairman, enclosing a copy of a letter from San- 
ford I. Wolff, Esq., of Chicago, Ill. In his letter Mr. Wolff referred to a petition 
filed by the American Federation of Television and Radio Artists on September 
30, 1958, roqtoetins that the applications for renewal of licenses of stations 
owned by the National Broadcasting Co. in Chicago be set for hearing. In the 
absence of the Chairman from Washington, Acting Chairman Robert E. Lee 
replied to Congressmah Yates’ letter on August 7, 1959, informing him that 
another petition had been filed in the matter and that because this petition raised 
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certain serious and complex engineering questions, the Commission was not in 
a position at that time to act upon the renewal applications nor to pass upon the 
AFTRA petition. Commission records further reflect that the AFTRA petition 
was considered by the Commission on December 22, 1959, and a memorandum 
opinion and order was released on December 29, 1959. A copy of that memo. 
randum was sent to Congressman Yates by letter dated December 29, 1959. 

In its petition AFTRA alleged, among other things, that National Broadcast. 
ing Co., Inc., had effected certain objectionable program changes; that NBC 
struck from its radio and television schedule performers who and programs 
which formerly constituted an integral part of the cultural life of the community; 
that NBC had embarked on a wholesale discharge of performers, technicians, 
and local talent; and that NBC was denying to local advertisers the choice and 
opportunity to employ and sponsor local performers and programs. No charges 
were made of statutory violations. In relief, the petitioner requested that the 
renewal applications be designated for hearing and that NBC be ordered to 
discontinue all practices complained of by petitioner. 

In its memorandum opinion and order, the Commission pointed out that sec. 
tion 309(a) of the Communications Act authorizes the Commission to grant 
applications for broadcast authorizations if it finds that the public interest wij] 
be served thereby. If it is unable to make such a finding, it must, under see. 
tion 309(b), designate the application for hearing. In the instant cases, the 
Commission studied the overall operations of the licensee and found that grants 
of the renewal applications would serve the public interest. Attached is a copy 
of the memorandum opinion and order setting forth the basis for that finding. 


BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D.C, 
File Nos. BR—48, BRH-3038, BRCT-80, BRTP-37. 
In RE APPLICATIONS OF NATIONAL BROADCASTING COMPANY, INC., CHICAGO, ILLINOIS 


For Renewal of Licenses of Stations WMAQ (Main & Aux.), WMAQ-FM (Aur. 
Ant.), WNBQ (Main Trans. & Ant., and Aux. Ant.) and KA-4835. 


MEMORANDUM OPINION AND ORDER 


By the Commission: Commissioners Hyde, Lee and Craven absent. 

1. The Commission has before it for consideration (a) the above-captioned 
applications; (b) a petition for review and re-hearing of license applications 
of National Broadcasting Company, Inc. (NBC) for standard broadcast and tele- 
vision facilities in Chicago, Illinois, filed on October 2, 1958 by the American 
Federation of Television and Radio Artists, AFL-CIO (AFTRA); (c) an oppo- 
sition thereto filed on October 15, 1958, by NBC: (d) a reply to the opposition 
filed on October 21, 1958, by AFTRA; (e) a supplement to the opposition filed 
on October 27, 1958, by NBC; (f) a reply to the supplement to the opposition 
filed on November 4, 1958, by AFTRA; and (g) an additional reply to supple 
ment to opposition, filed on November 12, 1958, by AFTRA. 

2. NBC owns and operates the following broadcast stations in Chicago, IIli- 
nois: WMAQ(AM), 670 Ke., 50 Kw., unlimited time; WMAQ-FM (duplicating 
the programming of WMAQ), 101.1 Mc., 24 Kw.; and WNBQ(TV), Channel 5. 
During the composite week on which the programming of WMAQ and WMAQ-FM, 
as set forth in their renewal applications, is based, the stations operated 145 
hours. The percentages of time devoted by the stations to the various types 
of programs are as follows: entertainment, 56.0; religious, 2.8; agricultural, 2.4; 
educational, 1.8: news, 18.0; discussion, 1.6; talks, 16.8; and government, 0.6. 
Of the above programming, 31.8% was network commercial; 11.0%, network 
sustaining ; 21.0%, recorded commercial; 7.4%, recorded sustaining; 21.5%, live 
commercial ; and 7.3%, live sustaining. During the composite week, the stations 
broadcast 1196 spot announcements and 155 non-commercial spot announcements. 
NBC indicated that with respect to the ensuing renewal period, it anticipated no 
substantial change in hours of operation or in type of programs to be broadcast. 

3. NBC submitted, in substance, the following information with respect to its 
past AM-FM programming: 

(a) Discussion program.—‘Meet the Press’”—half-hour weekly press confer- 
ence which applicant proposes to continue. Documentaries are carried on the 
“Monitor”, “Life and the World” and “Nightline” series, Typical examples of 
documentaries are: (1) Hypnotism—the role of hypnotism in medicine; (2) 
“New World’—half-hour discussion on Monitor to illustrate dual role of uni- 
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yersities in contributing to rapid change in our world, discontinued June 16, 
1957; (3) “Family Living”—a discussion series in cooperation with Educational 
Division, Modess Family Life Institute of Milltown, N.J. featuring guests who 
are experts in social and other fields. A program allegedly of national and 
local interest is the “Fray Utley Presents” program, discussing topics relating 
to public service and community interests. Other local discussions include the 
“City Desk”—a half-hour discussion by newsmen; “News on the Spot’”—a daily 
ten-minute program featuring Len O’Connor questioning public figures on local 
and other affairs; “Its Your Decision”—a special series of 8 discussions on 
foreign affairs; and “Tax Reports”—a special series of 18 discussions on tax 
problems. The applicant also lists the program “Night Desk’, conducted by the 
Chicago Sun-Times editor providing up-to-the-minute local and national news, 
and refers to speeches by the President and national figures. 

(b) Programs of cummunity interest not presented as regular programs 
include: “Impact Public Service” in 1957—emphasizing community campaigns 
and welfare needs; and “Know Your Schools’”—a six week series to inform the 
public about schools and colleges in the area. 

(c) Educational programs.—NBC states that a number of programs of an 
educational nature are broadcast, but are not classified as educational in view 
of the Commission’s definition. However, during the composite week, the follow- 
ing “educational” programs were broadcast: “School Bulletin’—a series of 
interviews with local school representatives designed to inform the community 
about its schools and activities; “Viewpoint’—a local series of talks in 
cooperation with the local universities; “Roosevelt College’’—a local service in 
cooperation with Roosevelt College on the subject of developing reading skills; 
“DePaul University’—a local broadcast in cooperation with DePaul University 
on the subject of Africa. Other programs which the station believes may be 
educational in nature include the Telephone Hour, Music for People Who Hate 
Classical Music, Treasury of Music and other musical programs. In the same 
group of “educational” programing, the station includes The National Radio 
Pulpit, The Catholic Hour, Great Choirs of America and other religious programs, 
mostly network. It is further indicated that segments of “Monitor” contain 
educational programing. Other so-called educational programs carried include 
“Westward Look’’—a half-hour educational and cultural series; “Pauline 
Fredericks At The UN”’’—a series of newcasts from the United Nations; “Carnival 
of Books’’—a panel discussion of books by young people; “Biographies in Sound”, 
“Speaking of Ideas”, “City in Sound”, “Phil Bowman Show”, “Progress Report 
by NAACP” and “Carling Conservation Club.” 

(d) Agricultural—The National Farm and Home Hour (network) ; 
Washington Farm Reports, each evening Monday through Friday ; Wake Up, 
each morning with farm reports; and Henry Cooke, with a survey of 
agricultural conditions. 

4. In its application for renewal of license, NBC indicates that WNBQ(TV) 
operated 128 hours during the composite week. The percentages of time devoted 
to the various types of programs are as follows: entertainment, 73.0; religious, 
168; agricultural, 2.62; educational, 2.15; news, 6.77; discussion, 1.95; talks, 
10.41; miscellaneous, .57; and special features, .85. Of the above programming, 
67.6% was network commercial and sustaining ; 20.5% was recorded commercial 
and sustaining; and 11.9% was live commercial and sustaining. During said 
week, the station broadcast 521 spot announcements and 107 non-commercial spot 
announcements. NBC indicated that no substantial changes were anticipated. 

5. NBC submitted, in substance, the following information with respect to its 
TV programing: 

(a) Time is made available for discussion of public issues. Representa- 
tives of government, business, labor, public organizations, private organiza- 
tions, etc., appear on the station from time to time. The formats used in 
discussion programs are talks, forums, pane: or round table discussions and 
documentary programs. 

(b) Examples of Network Discussion programs include: (1) Meet the 
Press—half-hour weekly ; (2) Youth Wants to Know—half-hour weekly ; (3 
Comment—half-hour weekly discussion of news by newsmen: (4) The 
American Forum—half-hour weekly discussion, now discontinued; (5) spe- 
cial discussion programs under the title of the “Big Issue,” from time to 
time; and (6) other discussion programs on an irregular basis, such as the 
Governors’ Conference, National Conference of Christians and Jews, the 
Soviet Challenge and Civil Defense. 
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(c) Examples of local discussion programs include: (1) City Desk— 
half-hour discussion program involving such matters as politics, public 
health, education, civil rights, welfare matters, etc. ; (2) local news programs 
on which guests appear to discuss issues of local interest; (3) Debate—g 
program of community interest in which controversial issues are discussed - 
(4) Know Your Schools—a limited series in October and November, 1957 
designed to inform the listeners of school and college problems. 

(d) NBC states that a number of “educational type” programs not 
properly classified as educational under the Commission’s definition were 
broadcast during the past license period. They include: (1) Know Your 
School—explained above under discussion; (2) special three-day project 
in May, 1958 on behalf of Mental Health Society of Chicago; (3) Shadows 
of the City—weekly series on Sundays in which the Sheriff discusses such 
things as narcotics, alcoholism, ete. (4) Live and Learn—an educational 
series in cooperation with local universities; (5) Other weekly programs of 
an “educational nature.” 

(e) In addition to the discussion and other public service programs set 
forth above, NBC states that newscasts are an integral part of the station’s 
participation in community affairs. In addition to national news and 
syndicated news services, the station presents local news programs which 
include interviews with local figures and discussions of local public issues. 
On an irregular basis, the station inaugurated during 1956 and 1957 a num- 
ber of programs highlighting worthwhile causes. 

(f) Other programs which the station sets out as examples of public 
service programming included in the station’s offerings are: “Active Edu- 
eation” with the Chicago Board of Education: “Beyond Teaching” with 
the University of Illinois; “Larynx and Voice’: with Northwestern Uni- 
versity: “March of Medicine’, a series presented in cooperation with the 
American Medical Association: “Outlook”, a weekly series of news of the 
week: “Wide Wide World”, an informative series; “The NBC Opera”; 
“Hallmark Hall of Fame”; “Project 20”: “Omnibus”; “Bell System Science 
Series”: and “Look Here.” These are in addition to leading football and 
baseball games and golf matches. 

6. In its petition, AFTRA alleges, in substance, that it is a union whose 
members are the performing talent in Chicago, Illinois; that it has been a 
party to collective bargaining agreements with NBC for over twenty years; 
that its petition is filed not only as a representative of its membership but also 
as a representative of the listening and viewing public; that NBC has effected 
certain objectionable program changes; that NBC struck from its radio and 
television schedule performers who and programs which formerly constituted 
an integral part of the cultural life of the community; that NBC has embarked 
on a wholesale discharge of performers, technicians, and local talent; that NBC 
set itself the goal of maximizing profits without regard for local public needs; 
and that NBC is denying to local advertisers the choice and opportunity to 
employ and sponsor local performers and programs. Petitioner requests that 
the applications for license renewal be designated for hearing; and that NBC 
be ordered to discontinue all the practices complained of by petitioner and to 
take steps to operate its facilities in the best interest of the local and national 
community. 

7. In its opposition, NBC alleges, in substance, that the Commission has no 
jurisdiction to entertain AFTRA’s petition: that even if AFTRA’s petition 
were considered as a protest under Section 309(c) or as a petition for recon- 
sideration under Section 405 of the Act, petitioner would not have the requisite 
standing as a “party in interest” or “person aggrieved or whose interests are 
adversely affected; that a grant of any part of the petition would constitute 
interference by the Commission with a private labor controversy not author- 
ized by the Communications Act: that there is no need for a public hearing as 
all plans activities and facts surrounding the charged programming changes are 
publicly known: that the facts do not support AFTRA’s charges as almost no 
changes are being planned in the program of Radio Station WMAQ and the 
modifications in the program schedule of Television Station WNBQ affect only 
6 percent of the total program schedule of that station; that the programs 
deleted or changed were those which were unsuccessful in attracting audience 
and therefore unpopular among sponsors; that while some of the programs 
deleted did involve locally originated ones, the new schedule calls for the addi- 
tion of new local live programs; that’ the changes were made on the basis of 








au 


se 
pr 








-+ » & _™ 


«+ CQ a ee eS 


—_—>—_— 
ClQr9 


cr 
~ so 


ho 


ms 
nee 
ms 
{di- 

of 


609 


audience response ; that keen competition in the Chicago area, where the audience 
may choose among five local television stations, necessitates a high flexibility and 
sensitivity to programming needs; that most of the performers on the affected 
programs will continue to be employed by WNBQ and that therefore petitioner’s 
charge of “wholesale” discharge of performers is without a factual basis; that 
WNBQ has always had an exemplary record of public service and that there- 
fore petitioner’s charge of NBC’s disregard of public needs lacks any basis; 
that the Commission is neither authorized nor equipped to concern itself with 
every program change made by stations; and that AFTRA’s petition should 
therefore, be dismissed. 

8. In its reply to the opposition, AFTRA alleges, in substance, that procedural 
improprieties are not grounds for dismissal when the petition is substantively 
sound; that the Commission may upon its own motion or upon the petition of 
any person or group of persons hold hearings; that petitioner makes no claim 
on the Commission to determine issues in a labor controversy; that petitioner’s 
complaints are aimed at specific program changes of NBC on its local station 
only insofar as those changes are a part of an over-all programming policy which 
completely disregards a licensee’s responsibility “to present programs of local 
interest to the residents of that community; to utilize and develop local enter- 
tainment talent which the record indicates is available; to serve local, religious, 
educational, civic, patriotic, and other organizations; to broadcast local news; 
and to generally provide a means of local public expression and a local broad- 
east service to listeners in that area;” that it makes no attempt to have the 
Commission inject itself into the day-to-day programming decisions of stations 
but that it merely attempts to draw the Commission’s attention to the “latest 
sequence of actions in a continued policy of disregarding certain aspects of the 
public interest in the community in which WNBQ and WMAQ operate;” that 
the petition makes no effort to bring about censorship of programs or of pro- 
gram content; that nothing in the opposition substantiates that the local pro- 
gram schedules were made in the public interest or to satisfy public tastes; that 
the opposition itself admits that “audience measurement ratings” are but one 
measure of public acceptance, but no reference to any other measurement method 
was made; that NBC is silent about the adverse public response to the an- 
nounced schedule changes; that petitioner can show no favorable public re- 
sponse to its programming changes; that the Commission is required to inquire 
into all aspects of programming and other station policies in considering applica- 
tions for renewal; that in one case the FCC set as a standard the number of 
persons employed as talent by a local station in a market where such talent 
was available; and that it has been the consistent policy of the Commission 
to expect the stations to foster the development of local programs. 

9. AFTRA further alleges, in substance, that upon the consideration of li- 
cense renewal applications the entire previous performance of the licensee be- 
comes pertinent; that a hearing would disclose and prove that the network has 
failed to fulfill its obligation to the community; that while its changes concern- 
ing WMAQ'’s program schedule may be small during the past few years, NBC 
has slowly, in the past ten years, removed from the station’s schedules all of the 
network originations utilizing live local entertainment talent; that in regard to 
WNBQ a consideration of the past eight years’ performance would reveal the fact 
that every network program of note which was previously originated in Chicago 
has been removed or otherwise cancelled from the local station and that prac- 
tically every vestige of technical and production personnel has been discharged 
without being replaced; that studio facilities have been subleased or otherwise 
put out of the control of WNBQ; and that hunrdeds previously employed are 
not only no longer employed but their places have never been filled. AFTRA, 
therefore, contends that its petition should not be dismissed as NBC’s opposi- 
tion fails to meet the issues presented in the petition; that a hearing should be 
ordered so that the programming policies of WNBQ and WMAQ may be fully 
examined; that the renewal applications concerned must be investigated in order 
to compare NBC’s performance with its past proposals; and that in the alterna- 
tive, should no immediate hearing be ordered, an oral argument should be af- 
forded the petitioner. 

10. In its supplement to the opposition, NBC reasserts its previous statement 
concerning the addition of a half-hour local live show and contends that no 
hearing is required with respect to the origination of network programs by 
either WMAQ or WNBQ; that several of the network programs originate in 
Chicago; that the volume of network programming originating from one or an- 
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other location changes from period to period depending on the composition of 
the network program schedule and other factors; and that, at any rate, the 
network’s use or non-use of facilities in Chicago for network originations is com- 
pletely irrelevant to the issue raised by the petition. 

11. In its reply to the supplement to NBC’s opposition, AFTRA contends that 
NBC’s charges that the petition was filed merely to harass or to obtain publicity 
are untrue; that the addition of live programs to WNBQ’s Saturday schedule 
are not of great significance as they are broadcast at hours when only a smal] 
proportion of the radio and television sets are turned on in Chicago according 
to the Nielson Station Index for the Chicago Metropolitan Area; that NBC's 
failure to originate any network programs by either of its Chicago stations is 
pertinent and of great concern insofar as they display the “complete use or mis- 
use of the license and facilities in Chicago”; that the general statements made 
by NBC in its pleadings are not informative as to what proportion of the pro- 
grams are of local origin; that the Commission had stressed the desirability of 
licensees being closely identified with the community they serve when granting 
licenses; that the same standards apply in case of license renewals as in the 
ease of original grants of licenses; that in the week of October 20-26, 1958 
WNBQ devoted only 585 of its 7770 minutes of air time to local programming; 
that it is of paramount importance that NBC’s intentions as to programming be 
made of record so that it may be established whether or not a well-rounded and 
properly balanced program service is intended in the event a license renewal 
is granted; and that only a hearing can achieve this end. In its additional 
reply, AFTRA refers to the shrinkage of locally originated live programs broad- 
east over the Chicago facilities of NBC over the years and reiterates that the 
predominance of non-locally originated network programs on a local station does 
not serve the interests of the local community. 

12. Section 309(a) of the Communications Act authorizes the Commission to 
grant applications for broadcast authorizations if it finds that the public in- 
terest will be served thereby. If it is unable to make such finding, it must, un- 
der Section 309(b), designate the application for hearing. With respect to a 
station’s programming operations, we have held to the view that the responsi- 
bility for the selection and presentation of program material lies in the licensee, 
subject to his obligation to operate in the public interest. In our periodic review 
of a licensee’s programming operations, we have refrained from passing on 
particular programs but have considered his over-all programming operations. 
It is these operations, considered in their entirety, which have formed the basis 
for a determination as to whether the licensee is operating in the public interest. 

13. We have given careful consideration to the pleadings herein and to the 
past and proposed programming of NBC Chicago outlets as set forth in the 
above-captioned applications. Consideration has also been given to the pro- 
gramming operations of the other broadcast stations in Chicago and to a com- 
parison of these operations with those of NBC. Although not a determining 
factor, it is our view that NBC’s programming operations compare with those 
of other Chicago broadcast stations whose applications for renewal have been 
granted. It is our conclusion that NBC has met the standards heretofore 
applied by the Commission in determining whether a station’s over-all pro- 
gramming operations served the public interest. 

14. In light of the above, we find that the public interest would be served by 
grants of the above-captioned applications. Accordingly, the requests contained 
in AFTRA’s pleadings herein are denied and the above-captioned applications 
are granted subject to the following condition : 

The grant herein is without prejudice to such action as the Commission 
may deem warranted as the result of its final determination (1) with 
respect to conclusions and recommendations set forth in the Report of the 
Network Study Staff; (2) with respect to related studies and inquiries now 
being considered or conducted by the Commission; and (3) with respect to 
pending anti-trust matters. 

FEDERAL COMMUNICATIONS COMMISSION, 

Mary JANE Morris, Secretary. 


Adopted: December 22, 1959. 
Released : December 29, 1959. 
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RULES COVERING “PAYOLA” 


Mr. Ruopves. Mr. Chairman, did the payola exposé present a new 
legal problem as far as the administration of your act is concerned ? 
In other words, have you ever had anything that was similar as far 
as legality is conc erned 

Mr. DoreRrFER. Apparently there was nothing similar that was called 
to the attention of the Congress or the Commission in the past. The 
new legal problem presented i is how to reach people who are outside 
of the ‘Jurisdiction of the Federal Communications Commission, but 
nonetheless have had access to a broadcast facility for the purpose 
of broadcasting material without announcing who the sponsor was, 
or how much they were paid for it. 

Mr. Ruopes. In other words, here you have a situation where the 
person paid was an employee—except for that instance you men- 
tioned where the licensee might have been involved—so did you actu- 
ally have any regulations, or could you make regulations under your 
basic act which would COV er this situation on all fours? 

Mr. Dorrrer. The answer is “yes.” We have gotten out rules, rule- 
making now, which imposes on the licensee the obligation to establish 
internal procedures whereby with reasonable diligence that type of 
practice would ordinarily be detected and of course corrected. 

Mr. Ruopes. When was this regulation promulgated ? 

Mr. Doerrer. About 2 or 3 weeks ago. 

Mr. Ruopes. So actually at the time that the payola thing came up 
there was no regulation that covered this on all fours ? 

Mr. Dorrer. No. 

Mr. Ostertac. Mr. Commissioner, is it not basically fundamentally 
the responsibility of the broadcaster to be responsible for the acts of 
his employees? 

Mr. Dorrrer. Oh, yes; I think so. 

Mr. Osrerrac. And this payola practice has been one of employees; 
has it not ? 

Mr. Dorrrer. Yes. 

Mr. Osrerrac. Without the knowledge of the employer? 

Mr. Dorrrer. That is correct. 

Mr. Osterrac. But to correct it, or at least to be responsible for it, 
does it not appear that the burden has to rest upon the broadcaster? 

Mr. Dorrrer. Yes. We are using that principle now and we are 
trying to implement it. But the act presently provides that he can- 
not be held accountable unless he willfully participates in this. In 
many of these cases the licensee was not a participant. As a matter 
of fact, he was a victim. There is no reason in the world why he 
should not make a little announcement—this record is being played 
through the courtesy of, or mention who sponsors the record in some 
form, s so that the audience understands it. If that were true all the re- 
quirements of section 317 would have been met. What happened, as I 
gathered from the testimony, there were undercover payments and the 
diskjockeys indicated that it was a combination of agreements to play 
these records on the air, also to play them at record hops at high schools 
and also to listen to them and give judgment as to whether or not they 
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thought they would or would not be hits. It isnot a very clear picture, 
But nonetheless we are assuming the worst and we are trying to estab- 
lish rules which will lay the responsibility directly on the licensee, 
We canont go beyond the point of reasonableness. Auditing pro- 
cedures in corporations are ¢ devised to detect the same thing and, not- 
withstanding, you do run into peope who still find ways and means 
to get around these things. Nonetheless, we have been trying to devise 
a procedure which is practical, reasonable, and from which a licensee 
who is reasonably diligent can find no escape or excuse. 


MONITORING OF PROGRAMS 


Mr. Botanp. I think that it goes to prove that all are not angels 
in the broadcasting field—those who make the announcements ‘and 
those who play the records. This is something which apparently 
everyone did not believe until the exposé. On the face of it, it would 
seem that the FCC did all that it could, or should have done, when 
it was brought to its attention. The only thing that bothers me, 
is monitors 

Mr. Doerrer. We have monitors that monitor only for the purpose 
of finding technical violations. 

Mr. Bouanp. Then the Federal Trade Commission perhaps should 
have picked it up. It seems to me that the monitors would have heard 
these songs played constantly, a song that has a nitwit beatnik aspect 
to it, and the ordinary prudent man with a little bit of reason should 

say, “Well, why do they play this all the time?” I do not think the 
broad ‘asting industry is any more suspect than anyone else. No in- 
dustry or profession is loaded with angels. This is a relatively new 
industry and it is good that these things were revealed. Unfor- 
tunately the onus is being shifted on the shoulders of the Federal 
Communications Commission. With particular reference to this 
payola problem, I do not think the FCC should carry all the blame. 

Mr. Tuomas. I cannot see where the Commission with 160 people 
over there doing monitoring work could close its ears to everything 
else except some clandestine operations. That is what you are saying. 

That is all you do, yet you have 160 men doing it. It is your job, and 
it looks to me like you ought to have had somebody listening. The 
Federal Trade Commission can set up a little unit down there to do 
it and the Federal Communications Commission for these many years 
has not been doing it. I think there is a vulnerable spot in your 
armor. 

Mr. Jonas. I want to follow up the comment made by Mr. Boland. 
Of course, if by monitoring these programs you could be reasonably 
sure there is something crooked ee that is one thing. But you 
do not usually jump to conclusions. I do not see how you could dis- 
cover payola unless somebody gave you a tip or a lead, or made a 
complaint. How could it have been discovered simply by listening to 
the programs’ And if you had suspected it, would you have been 
justified in filing a complaint? What steps could you have taken? 

Mr. Dorrrrr. I think had we suspected it we would have investi- 

gated it and followed up on it. I might say this, how thin a line 
there is between a legal and an illegal act. I am not talking about 
the reprehensible nature of an act. Had a sponsor bought 15 minutes 
of time and had some record company come up and given him those 














tie 
ine 
put 
tes 
ose 


613 


records and then the station playd them, thre would be no violation of 
jaw as long as they indicated the time had been bought by the X 
company. 

Mr. Yares. There would have been a violation of the law if there 
had been an indication during that time that certain records had the 
greatest national popularity. 

Mr. Dorrrer. That is a deception, I suppose. I do not know how 
in the world that you could conduct a poll. I do not know to what 
extent the Commission can check some of the claims that are made for 
records; that this is the best program of the year, or the best play 
of the year. We should be getting into a field that would be almost 
impossible. 

Mr. Osrertac. You were on the point and I think I would like to 
hear it here of the licensee. What I think you ought to clear up is 
why the broadcasters in the payola business were victimized and did 
not know, or could not sense, anything was going on. 

Mr. Dorrrrr. I think the reason was because all of this was sur- 
reptitious. I was going to say, to complete my statement, a licensee 
could go out and pay 78 cents for a record and play the record all 
day and never make any announcement as to who made it or produced 
itor what. The evil lies in not advising the public that somebody 

aid for having the record played. I certainly cannot condone it. 
We are taking steps to correct it. I want the gravity and the serious- 
ness of the offense placed in its proper perspective. 

Mr. Evins. I think that is the basic issue that we are discussing. 
It is my impression you are being a little overly legalistic to lean over 
backwards and say—well, this is a doubtful matter and this is a nice 
broadcasting company and they have a lot of money invested and we 
will not proceed. The public interest imposes upon you the responsi- 
bility for proceeding in some of these marginal cases ‘and even though 
you lose them in a court you will clarify “the atmosphere. <A prose- 
cution for murder stops a lot of attempted murders. I think that you 
ought to be positive and have a few cases even though they are mar- 
ginal and petty in your view. 

Mr. Dorrrrr. Our record for losing cases is about as good as any 
agency. 

Mr. Yarrs. Losing them or winning them ? 

Mr. Dorrrer. Losing them. We went to the Supreme Court with 
respect to the lottery provision and the Supreme Court of the United 
States said that the home bureau did not pay any consideration. 

Mr. Evins. I commend you for that. 

Mr. Dorrrer. I do not know how many cases we have lost. 

Mr. Evins. When was that lottery case in the courts? 

Mr. Dorrrer. In 1956. And then there was the Caples case 2 years 
later, There we tried to show—— 

Mr. Evins. This Commission with all of this money and all of its 
knowledge and all of its resources, cannot keep ahead of the con- 
niving, scheming tricksters in this ¢ pe 


PROGRAM CONTROL 


Mr. Yates. I want to ask this question and it relates to programing. 
Getting back to the stations that are owned by the networks, what 
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jurisdiction does the Commission have in assuring that in the, pro- 
graming of such stations small business people who want to program 
time will be allocated a fair portion of the time rather than permitting 
all of the air time to be tied up by the national advertisers? 

Mr. Dorerrer. My answer to that is, there is no power whereby 
the Commission could apportion time. May I refer you to the legis- 
lative history of which there is no doubt? That particular proposi- 
tion was discussed. Senator Dill indicated that would make a com- 
mon carrier out of the broadcasting licensee and it was rejected on 
that ground. 

Mr. Yates. Take the city of Chicago where we have a great num- 
ber of independent business people who do not want to do network 
broadcasting, but who, nevertheless, want to do some advertising 
in the community itself. Upon going to a network owning a sta- 
tion, would they have no right to get a fair portion of the time or 
does the network itself, determine what programs it will show? 

Mr. Doerrer. It is my understanding that you are referring to a 
small business that wants national exposure? 

Mr. Yares. No. 

Mr. Dorrrer. Now you are talking about a network organization 
which has a local station ? 

Mr. YaAres. Yes. 

Mr. Doerrer. And the manner whereby the Commission has at- 
tempted to provide for the local advertisers is to disallow the net- 
work to appropriate all the time of that station. 

Mr. Yates. How do you do that? 

Mr. Dorrrer. We have what we call chain-broadcasting rules 
whereby the day is divided into three segments and no more than 
3 hours of each segment can be optioned to the network for the pur- 
pose of conducting a national, or network, program. 

Mr. Yates. How many hours of viewing are there in a day? 

There are only about 12; are there not ? 

Mr. Dorrrer. Some start at 6 o’clock in the morning and go to 1 
o'clock, so there would be 19 hours in some cases. 

Mr. Yates. That is the exception rather than the rule. I am not 
talking about radio, I am talking about TV. 

Mr. Doerrer. I am talking about network stations. They are in 
pretty big markets. 

Mr. Yates. I just wonder how much time you leave when you al- 
low a network to have 9 hours and it obviously picks the 9 most fa- 
vorable and profitable hours. I wonder how much time you permit 
local advertisers to use their facilities. 

Mr. Dorerrer. There are only 3 hours during prime time. 

Mr. Yates. What is prime time? 

Mr. Dorrrer. The prime time is the choice evening hours. 

Mr. Yates. Eight to eleven ? 

Mr. Dorrrer. From 6:30 to 11 o'clock. That is recorded as prime 
time. 

Mr. Yates. 6:30 to 11 o’clock is 414 hours, and they are permitted to 
have 3 hours during the prime time for their purposes? 

Mr. Dorrrer. That is right. They do not pues have that. 


Mr. Yares. They have the right to have it. The networks have the 
right to select their own programs ? 
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Mr. Dorrrer. They option it with the one provision that the licensee 
can at any time reject the network program, and if in his opinion he 
has a program of local importance, or local interest, or local public 
affairs, and he does not think the proposed program of the network 
is of interest to the public that he is serving 

Mr. Yates. This is not applicable when the station itself is owned 
by the network ? 

‘Mr. Doerrer. No. I assume a station manager would probably 
comply with the request of the network to clear time at a particular 
hour, that is true. 

Mr. Yates. But the network itself would have the control because 
itowns thestation? ‘That is right; is it not? 

Mr. Dorrrer. Yes. Let me say this, the general answer is that 
Congress has intended this industry to develop within the framework 
of the free enterprise system. 

Mr. Yares. I would agree with that intent. The point I make is 
that. the small businessman is as much a part of the free enterprise 
system as your great companies which now seem to be predominating 
and taking over the network channels. 

Mr. Dorrrer. Yes, but regulating the time, or trying to devise 
standards whereby various broadcasting stations must carry the ad- 
vertising of different categories of business, is not free enterprise. 
That is definitely a regulatory process. 

Mr. Yares. It is a regulatory process to protect the free enter- 
prise system. You have the Clayton Act and you have the Sherman 
antitrust law, which certainly are restrictions upon a monopolistic 
system. 

Mr. Dorrrer. There are people because of their economic station 
in life who cannot have certain things. <A lot of people would like 
to send their kids to college, but cannot afford to do it. Some small 
advertisers would like to have the coverage of the big stations but 
cannot afford it. 

Mr. Yares. As I understand the intent of the Federal Communi- 
eations Act, was not there one concept which permitted the develop- 
ment of local progress, local industry, and building up local commu- 
nities, and by bringing in your network broadcasting from other 
sections of the country, you do not permit this sort of flourishment? 
Is my understanding of the Federal Communications Act correct on 
that ? 

Mr. Dorrrer. It is not entirely correct; no. 

Mr. FrrzGrratp. May I interrupt to say actually the act in that 
respect goes two ways. Reception of service is equally emphasized, 
I think, in section 309 of the act with transmission. 

Mr. Yates. What does that mean ? 

Mr. FrrzGrravp. It means simply this: The reception of service by 
the public generally is promoted by the Commission; also in a similar 
vein, the Commission attempts to license local stations to distribute. 

Mr. Yates. To transmit. The question that I asked was, what pro- 
tection the Federal Communications Act gives to local users. Is not 
there an idea inherent in the act that those who want to use the serv- 
ice for local purposes can have access to it rather than tying it up 
by network broadcasting? Are you the General Counsel? 

Mr. FrrzGrrap. Yes. 
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Mr. Hype. I would like to say there are no specifics in the’ act 
directing the Commission, or even empowering it, to allocate time for 
one business enterprise as against another, or to protect one against 
the other. There is a principle inherent in the act that the Commis- 
sion shall provide for an equitable distribution of the facilities as 
between local and regional and national. 

Mr. Yates. That gives you a lot of discretion. 

Mr. Hype. Yes, it does; and of course you could reason from this 
requirement there should be an equitable distribution of facilities 
and it should be applied in a broader way, and the Commission does 
attempt to provide facilities adaptable to such a broad distribution of 
business opportunity. 

In Chicago there is at least one station not connected with networks, 

Mr. Yates. Is that channel 11 ? 

Mr. Hype. Station WGN. 

Mr. Yates. I thought that that was a part of the Mutual Broad- 

vasting System. 

Mr. Hype. Mutual does not operate a TV network. We do try 
to provide enough facilities to provide caeaaieniia for competitive 
effort. We have been unable to provide as adequate an opportunity 
in VHF television as we would like. 

Mr. Yates. Why is that? 

Mr. Hype. Because of the shortage of channels. ‘There are 12 and 
they simply have not been adequate to provide the multiple units in 
all of the cities where we would like to havethem. We have provided 
an allocation of UHF channels which have not proved successful in 
competition with the V. Then the Commission has attempted to 
prevent undue occupancy of facilities by restricting the hours which 
a network may option and has rulemaking to curt: ‘ail the amount of 
time that can be optioned. The majority have proposed to limit the 
presently allowable option time. Some members of the Commission 
have urged no option time be granted. 

Mr. Yates. What control do you have over the selection of those 
who want to use time? For example, my attention was called to the 
fact that the Equitable Life Insurance Co. wanted to put out a par- 
ticular program, called “See It Now,” at a particular time. There was 
no question of the amount that the sponsor could pay for it, or the 
fact that the program content was good, but the broadcasting system 
itself decided it did not want to put it on at that time. Do you have 
any control over anything like that? 

Mr. Hype. We actually have no control. Section 326 denies us any 
authority to make determinations as to particular programs. 

Mr. Yates. This is not censorship. 

Mr. Hype. Would not any regulations that would require a given 
show be seen at a given time have implications of censorship, or pro- 
gramcontrol? I think that it would. 

Mr. Tuomas. What you are saying in so many words is that the act 
itself permits two or three big broadcasting companies to have a 
monopoly and dominate. 

Mr. Hyone. No. 

Mr. Tuomas. That is literally not true? 

Mr. Hype. No. 

Mr. Tuomas. Through your own rules and regulations you have 
fostered this monopoly. 
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Mr. Dorrrer. No. 

Mr. Tuomas. How did it get here? It did not come about 
overnight. 

Mr. Dorrrer. Because the people want that kind of program and 
they will not watch any other. There are enough facilities to take 
care of all the programs that most people would w ant, but they just 
do not want them. They do not watch them and it is not profitable. 

Mr. Tuomas. How do you get that information now if you only 
monitor clandestine operations. You have closed your eyes and ears 
to what the people want. 

Mr. Yares. That is what the broadcasters tell you—what the 
people want. aby 

Mr. Dorrrer. I would say that the broadcasters have indicated 
that—they have these rating services, but the proof is the broadcast- 
ing has failed. Today we have more than one-third of our television 
stations losing money and we have more than that in the radio 
business. 

Mr. Yates. Are the ones losing money members of the network ? 

Mr. Dorrrer. Some are. I was talking yesterday to an individual 
who had been a member of the network and for the first time in over 
6 years he broke into the black last year. There is not all pie in the 
sky on this thing. The people get the programing because the ad- 
vertisers pay for it. They buy it, or the networks. But if a small 
businessman cannot afford to produce it, or buy it, or the people will 
not watch it, or they just watch what they like, you have to provide 
some other means. It will be the Government operation or you will 
have to subsidize it. It cannot be done under the profit system. 


ECONOMIC CONSIDERATION IN THE GRANT OF LICENSES 


Mr. Ruopres. When you issue a new certificate do you take into 
consideration the possibility that the existence of the new certificate 
might hurt other certificated holders in the area financially ? 

Mr. Dorrrer. We hold hearings on it. Actually the impact of 
competition, or the economic impact of another station always has 
appeared to me to be in contradiction to the philosophy of the act, 
but nontheless theoretically if a new station that is certificated puts 
another station out, we have to choose which one would be the better 
for the community, or the service area. 

Mr. Ruopes. In determining the public convenience and necessity, 
which I presume is the mental process you have to go through in either 
granting a certificate or not, do you not have to balance the interest? 
I suppose theoretically you could say the more stations there are in a 
community the more choice people have and why not let all appli- 
cants have licenses. However, I think it is an economic fact of life 
that if you have too many some are going broke and the quality of the 
programs will go down, as competition lessens. So actually, do you 
not have to consider in est: ablishing convenience and necessity that too 
much competition may eventually lead to too little? 

Mr. Dorrrer. Well, theoretically, we do that. If we did go to the 
extent indicated, we would still have to choose which one. A man 
cannot have a monopoly in a market just because he got there first. 
Actually, the experience of the commission indicates that periodically 
there are claims made that this market will not sustain another 
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station, but yet they are sustained and they grow and they keep on 
growing. As I indicated, before 1945 you had 900 stations and today 
you have 3,500. 

Now, the third or more that are losing money, they are not always 
the same third. That is the benefit of the competitive system, the 
little guy works his way up. He performs a good service. At the 
same time, you get some awful crass performances on the part of 
broadcasters. You will find some that are moneygrabbing, but they 
are eventually supplanted, or if not—I don’t know, it is probably one 
of the evils we have to endure if we are going to adhere to our capitai- 
istic system. 

Mr. Ruopes. This is certainly not a controlled monopoly, is it? 

Mr. Dorrrer. No. 

Mr. Ruopes. Unlike most public utility commissions, you make no 
attempt to cause this industry to be a monopoly of any sort? 

Mr. Dorrrer. We make no attempt because I do not thing the act 
would permit us to regulate services in the same manner that you 
would a common carrier, or a public utility. 

Mr. Ruopes. I agree with you. I think that you are absolutely 
right in your interpretation of the act. ' 


PROBLEM OF COMMUNITY ANTENNA TELEVISION SYSTEM 


Mr. Evtns. On this subject of small business favoritism, we note 
in the justifications that the commission proposes stricter regula- 
tion and enforcement in several areas. Some of these are largely 
small business areas—community antennae systems, TV booster in- 
stallations in apartment buildings, and so forth. Of course, these 
operations must be technically proper and legal, but some concern has 
been expressed that such regulation might have the effect of making 
it difficult for small business to operate in these fields and give big 
business elements an advantage ? 

Mr. Doerrer. I think you are talking about the community anten- 
nae television systems and some of the experiences in the West where 
there have been claims made that the area will not permit a broad- 
caster to survive in competition with the community antennae tele- 
vision system. I might say that is a rather troublesome problem for 
the Commission because the problem really is this: a community an- 
tennae television system satisfies the demand for those people who 
want more than one service. They like to have a choice of three 
network programs. A local broadcaster lights up a station and he 
says that he cannot exist if the people will not watch. He would like 
to have the Federal Communications Commission deny to the com- 
munity antennas television operator microwave facilities for getting 
the programs into the area. Now, that is a very difficult position for 
the Commission to take. What shall it do? Shall it deny the people 
the opportunity of a choice of three services to permit the establish- 
ment of a virtual monopoly by a broadcaster, or shall it say—well, you 
people will just have to suffer until this fellow gets along and maybe 
some day he will grow big enough to where he can have two or three 
more. It isa most difficult question. 

I have concluded that I am for the people. If they want three serv- 
ices I would like for them to have them. I wish the independent 
broadcaster well, but I just cannot throw the Government weight in 
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establishing economic protection for him until the community goes to 
the point where it can sustain three services. 


NEED OF NEW LAWS TO CONTROL DECEPTIVE PRACTICES 


Mr. Osrertac. Mr. Commissioner, we have talked about your prob- 
lems and abuses and conditions, and earlier you mentioned the fact, 
particularly in connection with the so-called quiz programs and things 
of that sort, that your Commission had uncovered, or at least had 
established reasonable concern and knowledge with regard to it before 
any legislative committee came along. Since that time, of course, 
there has been considerable controversy in the public and elsewhere 
as to what should be done about the payola situation and matters of 
that kind. The Attorney General had something to say about it and 
the legislative committee has it under consideration. 

What, in your judgment, and that of the Commission, needs to be 
done, recognizing to a certain extent your primary strength and arm 
and enforcement measures as that of the license? Do you need more 
power? Do you need greater strength to deal with these matters ? 
What is the general opinion of the Commission as to what ought to be 
done at this point ¢ 

Mr. Dorrrer. I think the Congress ought to adopt two laws, one 
which would make the deceptive quiz programs, or the rigging—or 
let us use formal expressions here, programs whic h purport to be bona 
fide but which in fact are predetermined, I think that that ought to be 
outlawed. 

I think that not only the licensee but anybody who conspires to 
deceive the public should be subjected to criminal penalties. 
the same thing with respect to payola. 

Mr. Osrerrac. With authority for prosecution in the hands of the 
Federal Communications Commission ? 

Mr. Dorrer. No. I do not think that the Federal Communica- 
tions Commission should be a criminal enforcing agency. I think 
that should belong in the Department of Justice. I think the crys- 
tallization of another law which would outlaw the practices of either 
dise jockeys, employees, or independent program packagers to adver- 
tise products of another advertiser at the expense of the one who is 
buying the program, and at the expense of fooling the public as to 
who is the real sponsor of a-program, I think that should be desig- 
nated as a criminal act. When we have that then there can be no 
problem at all on the Commission with respect to referring these 

cases to the Department of Justice, and at the same time moving col- 
ister: ally to stop the practice. We might have another law which 
would give the Commission the power to restrain temporarily these 
practices where they are contested until such time as there is a hear- 
mg. I think that the courts are eminently qualified to decide that 
for the same reason they have the power today to issue temporary in- 
junctions in other mi utters. It depends upon the gravity of the situ- 
ation. 

Mr. Tuomas. When you come back from lunch I am going to ask 
you to detail into the record at that time just. what authority you 
do not have now but what you ought to have, and we want you to put 
that in the record at 12:45, so be thinking about it. 


I say 
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STUDIES AND REPORTS TO THE COMMISSION BY INDUSTRY 


Mr. Evrns. I seemed to have gained the impression through my 
examination of the budget that the Commission from time to time has 
allowed industry to make its own studies and reports to the Com- 
mission, and the Justice Department has rather frowned upon indus- 
try made and supervised studies. ‘The Commission may now be com- 
ig around to the proposition of making its own investigations in a lot 
of these fields independently or by contract with certain independent 
concerns. What has been the practice and what do you propose to 
do in investigations to gain knowledge and information say in UHF 
and VHF and various other fields? 

Mr. Doerrer. I would like to turn that over to Commissioner Lee, 
but I would like to make this general observation, that. some of the 

talent required to make these ‘studies may not be available to the 
Commission. I would like to make this observation also, that some 
of the developments of these frequencies which accrue to "the benefit 
of the industry, perhaps industry ought to develop them. 

Mr. Evrns. You say that you do not have the technical people so 
you turn it over to the industry that controls. They have their own 
technical people on the payroll to investigate these things; is that 
the practice ? 

Mr. Dorrrer. No. I do not think that is a fair appraisal of it at all. 

Mr. Evins. I want to be fair in the matter. I am trying to get the 
facts. 

Mr. Dorrrer. I am assuming as much. I would say this, that when 
these studies are made they are not always made solely by industry 
people. They do have some academic people involved also. But 
nonetheless, there is enough competition between the two, in my opin- 
ion, that they watch each other rather closely. I suppose that most 
of the fruits of the modern miracles have been the result of industry 
developments. Really, I cannot see that the Government has ever 
contributed too much to the development of this modern miracle, or 
very, very little. 

Mr. Tuomas. You are about to talk yourself out of about $2,250,000 
now. 

Mr. Lex. In response to Mr. Evins’ question, we hope to have about— 
whatever you will spare us—45 minutes this afternoon to present to 
you this $2,250,000 project that will be under the auspices of the Fed- 
eral Communications Commission. It was largely sponsored by some 
of the needling over the years from this sube ommittee. We expect to 
operate and construct a UHF channel in the c ity of New York. We 
will present that in some detail. 

I was impressed by the fact that most of the problems that I heard 
raised this morning in the TV field are occasioned by the lack of 
facilities really. We hope through this staff to provide one way or 
another additional facilities for local use, so we are doing precisely 
what you want. 

Mr. Tuomas. We shall get some lunch and return at 12:45. 


AFTERNOON SESSION 


Mr. Tuomas. The committee will please come to order. 
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SALARIES AND EXPENSES 


Program and financing 


1959 actual 


epee ee 


= by activities: 
Applied technical research and frequency allocation .__- $724, 690 


. OGM sk. dauestose ven s 
3. § Batty and specis ul radio serv ices. 


. Fleid engineering and monitoring. --.........---.......- 3, 077, 883 
5. Cammaen CUNT i dite disndlbaiaen 


m sakes aides 1, 991, 595 | 
elated eri aie tee ae 1, 100, 261 | 


| 
1960 estimate | 1961 estimate 


$752, 643 $796, 645 
2, 192, 622 | 2, 351, 005 
1, 198, O85 | 1, 375, 615 
3, 169, 076 | 3, 321, 028 


6. Executive, staff, and service............_- 
7. Ultra-high frequency television__- 
8. 1959 program obligated in 1958__..__..___- 
Total obligations... 
Financing: 
1959 appropriation available in 1958 ae 
Unobligated balance no longer available 


eoad bibdocdéen | 1, 088, 791 


bimwcilmmeammial 1, 794, 501 


—60, 096 


ieee 9 aad 9, 720, 625 


id = 60, 096 
enemas em atnsip 379 


Appropriation (new obligational authority) - --.._.---- 9, 781, 100 


1, 233, 133 | 
2. 004, 441 


10, 550, 000 | 


10, 550, 000 | 


1, 258, 414 
2, 147, 293 
2, 250, 000 


13, 500, 000 


13, 500, 000 


Object classification 


1959 actual 1960 estimate 1961 estimate 


Total number of permanent positions... . J 1, 281 1, 365 | 1, 427 
Average number of all employees = 1, 130 1, 221 | 1, 288 
Number of employees at end of year 1,190 1,275 1, 330 
Average GS grade and salary 8.0 $6, 225 | 8&2 $6, 367 | 8.3 $6, 415 


Ml Personal services 





Permanent positions $8, 016, 636 $8, 689, 343 | $9, 212, 341 
Other personal services serie : 123, 784 166, 352 | 107, 659 
Total personal services.._____- : | 8, 140, 420 8, 855, 695 | 9, 320, 000 
02 Travel Se i ‘ 98, 250 108, 730 | 144, 000 
3 Transportation of things._-.............--..-.--...-| 17,001 | 25, 000 | 29, 300 
#4 Communication services a * 215, 277 220, 000 | 258, 500 
05 Rents and utility services x Sra 110, 180 | 160, 640 
06 Printing and reproduction -___- sd ce peickdol 69, 957 | 70, 000 | 80, 000 
07 Other contractual services idutpeiedl 112, 491 | 98, 730 | 2, 407, 579 
Services performed by other agenc here : 47, 533 | 110, 590 | 108, 560 
08 Supplies and materials ; i "| 149, 144 132, 195 | 146, 770 
IRIN. eat. 7 oa 82 for) oo es eg cheek 185, 174 173, 780 | 228, 150 
BP MAND GONG SETUCEUTOS.. 5 noon nie crea dnwnntne oat 114, 734 81, 800 | 23, 000 
ll Grants, subsidies, and contributions ei ace 509, 055 552, 800 | 582, 501 
13 Re funds, awards, and indemnities_. A 6, 283 | 7,000 | 7, 500 
15 Taxes and assessments Le hdk bed hs Seki badael 3, 248 | 3, 500 | 3, 500 
1959 program obligated in 1958 ts et — 60, 096 | is | « 
Total obligations ‘ wack iaeminads ; | 9, 720, 625 10, 550, 000 13, 500, 000 


SE OR Le ea, Cutt Vacca sen Leiba) es | 


JUSTIFICATION OF THE EsTIMATE 
Mr. Reporter, we have a very nice justification here. It is well 
gotten up and has a lot of meat in it. 

Will you put pages 1 to 3 in the record, as well as the tables on 
page 4, the overall statement, your other objects on page 5, your 
general summary on your broadcast activities through page 16. 

Then insert the big table on pages 17 and 18. 

(The pages referred to are as follows:) 


SUMMARY OF JUSTIFICATION FOR 1961 BupGET ESTIMATE 


For fiscal year 1961, the Federal Communications Commission budget, sub- 
mitted herewith, estimates a requirement of $13,500,000. 

The estimates contained herein provide only for those activities which are 
required by law and which we believe are essential to the public interest. They 
Vitally affect industry, general business, and the protection of life and property. 
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The Commission has for years been faced with the task of trying to handle 
mounting workloads and regulate radio’s booming expansion without propor- 
tionate increases in staff. In the last half dozen years, our workloads have 
more than doubled and have become a great deal more complex. As a result, 
the Commission is finding it increasingly difficult to keep up with these work- 
loads and lacks the manpower to deal with many important matters which need 
policy determination. Projects which demand immediate consideration neces- 
sitate taking staff members off application processing and other day-by-day 
work—and backlogs develop. These backlogs are hard to catch up with, create 
more work because of the delay, and are detrimental to both industry and 
Government. 

The Commission is of the opinion that investment of relatively small addi- 
tional amounts in our appropriations would pay substantial dividends to the 
American public not only in dollars but in greatly improved TV and radio 
services. 

The application statistics for the past few years will demonstrate clearly 
how our workload has increased. In the safety and special radio services, for 
instance, application receipts have increased as follows from 1955 through 
1959 : 151,330, 170,496, 186,025, 212,581, and 250,120. 

Our application backlog in the AM broadcast service is now at its highest 
peak in the history of the Commission. As of June 30, 1959, there were 1,165 
applications on hand for processing and the timelag from the date an applica- 
tion was filed until it was picked up for processing was running about 12 months, 

Accordingly, the Commission herewith submits a budget calling for an in- 
crease in staff in 1961. 

It is evident from the statistics of the past few years that the everexpanding 
uses of radio will create drastic and nationally serious frequency shortages in 
many parts of the radio spectrum, which must be shared by all. In addition, 
further important growing needs for spectrum space are resulting from new 
technological developments such as radioastronomy and space satellite com- 
munications. Asa result, in order to meet those needs, at least in part, greater 
effort will be necessary to achieve more efficient radio spectrum management. 
This will require close Government-industry coordination and more extensive 
engineering studies on spectrum utilization and conservation, including long- 
range spectrum studies. 

The Commission’s workload during 1961 will be further increased by agree 
ments reached at the International Radio Conference which convened in Geneva 
in August 1959. This conference, the iirsi since 1947, considered revisions to the 
international radio regulations, including the International Table of Frequency 
Allocations. Based on past experience, much work will be necessary to imple 
ment the actions taken at this conference. This is so because these actions will 
require rulemaking proceedings in order that the many detailed corresponding 
changes in the Commission’s rules may be made and the national considerations 
taken into account. Following the last similar conference in 1947, much time 
and planning was involved in shifting many stations to “new” internationally 
agreed frequencies. 

As a result of a recently completed overall inquiry into the national frequency 
requirements of all services in the radio spectrum above 890 megacycles, certain 
changes were proposed to the International Table of Frequency Allocations and 
other changes were proposed nationally. Although some hearings have been held 
and national reallocations completed, additional important rulemaking proceed- 
ings will be required during 1961 regarding major reallocations required by the 
ever-changing communications needs of our economy. A general frequency allo- 
cation hearing was completed recently with reference to the current national 
frequency requirements in the range 25-890 megacycles, and it, too, is expected 
to result in further important rulemaking proceedings and public hearings dur- 
ing 1961. In addition to attempting to meet the many extensive national fre 
quency requirements, including those for television broadcasting, consideration 
must be given to those actions taken by the International Radio Conference 
(Geneva, 1959) which have an impact on national allocation structure above 25 
megacycles. 

It is expected that continued efforts will be devoted in 1961 to the recently 
initiated joint frequency planning studies by the Commission and the executive 
branch to improve the pattern of frequency allocations on a long-range basis, 
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ie. 10 to 15 years. This planning will deal first with allocation problems be- 
tween 50 and 1000 megacycles looking toward providing for the future needs of 
all services, including television broadcasting. The Commission’s part in this 
long-range planning will have to take into consideration the non-Government 
frequency requirements and problems arising from the two above-mentioned 
allocation hearings. 

There has been a continual increase in the number of radio stations and the 
demand for the expansion of present services and the introduction of new serv- 
ices is also increasing. The limitations of the usable radio spectrum are appar- 
ent and the accommodation of additional stations and service on a noninterfer- 
ence basis requires careful engineering in order that no station will employ an 
excessive portion of the spectrum and needlessly cause interference to other 
stations. Our problem is aggravated by the employment of radio frequencies in 
noncommunication equipment which radiate signals and cause interference to 
radio transmissions, 

In order to keep the Commission informed on the regulatory aspects of new 
developments, it is necessary for the staff to be kept informed through applied 
research, particularly in radio wave propagation, and the study of technical 
literature and attendance at scientific and engineering meetings. Detailed study 
must be given to immediate problems of the Commission with regard to provid- 
ing an immediate solution in the light of long-range considerations. The devel- 
opment of sound equipment standards and assignment plants promotes develop- 
ment of the industry and conserves the radio spectrum. 

The Commission’s applied research program is directed to the encouragement 
of new radio systems and techniques which will lead to the fulfillment of the 
communication needs of our modern civilization. Many new developments in- 
yolve intertwined technical and policy problems not envisaged in current legis- 
lation and procedures. Examples of such problems include the possibility of 
using miniature radar systems on passenger automobiles. The advent of the 
space age has its implications on the work of the Commission not only with re- 
spect to preventing interference to Government-sponsored space projects from 
Commission-licensed stations, but because of the possibility of active or passive 
satellite relay stations for communication between points on the earth’s surface 
which is being actively investigated by Government and industry. Specific fur- 
ther developments obviously cannot be anticipated, but it is incumbent on the 
Commission to devote many man-hours in consultation with the industry and in 
reviewing the technical literature in order to insure that it will be cognizant of 
new developments ,and to the evaluation of these developments in order to permit 
their maximum feasible exploitation for the public good with a minimum impact 
on the present users of the spectrum. 

The stringent economies under which the Commission has had to operate in 
recent years has hit its field activities especially hard. Some field engineering 
work has had to be curtailed drastically. Data collected on long-range technical 
studies have had to be put aside for more pressing current work. While monitor- 
ing stations continue to police the spectrum, only a sampling job can be done in 
inspecting radio installations, and interference investigation is limited to the 
more serious cases. 

It is a paradox that while problems and workloads in all programs have been 
increasing rapidly, the staff available to the Commission over the years to dis- 
charge its responsibilities has been drastically reduced. In 1948, the Commis- 
sion had an average employment of 1,349. In 1950 the average staff was 1.325. 
By 1953 it had been cut to 1,043. In 1954, even with increased appropriation to 
get TV and safety and special backlogs under control, only 1,075 persons were 
available. In 1955 the Commission staff was down to its lowest postwar point— 
1,039. In 1956 it was back to 1,046.5. In 1957 we were able to finance 1,084.2. 
In 1959 we could finance 1,129.9 from our appropriation. In 1960, fortunately, 
we can increase the staff to 1,220.7. Notice that in the last 5 years we have been 
held to slight staff increases in spite of much larger increases in unavoidable 
workloads. 

As an indication of the disparity between the Commission’s increasing work- 
load and its decreasing staff, the following chart depicts the situation with re- 
spect to three of its basic operations—common carrier, broadcast, and safety 
and special—since 1951 : 7 
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The following tabulation shows the increases requested for personal services | 
for the various organization units of the Commission and for “Other 
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objects.” 


CHART COMPARING TRENDS IN BASIC PROGRAMS AND STAFF SIZE 


FEDERAL COMMUNICATIONS COMMISSION FOR FISCAL YEARS 1951-1961 


-* 





1954 1955 


Average 


| employ 
ment 


Offices of Commissioners 50.4 
Office of Opinions and Review-_-_-- 34.7 
Office of Hearing Examiners. -- 29.8 
Office of Reports and Informs ation - 4.0 
Office of Administration _-_- ; 84.2 | 
Electronic data-processing group tii 6.6 
Office of Secretary .....-............ 60. 3 
Office of Chief Engineer.._._..._._- 76.0 


Office of General Counsel oii 37. 4 
Field engineering and mor litoring__- 
Common Carrier Bureau E 
Safety and Special Radio Services_. 147, 
Broadcast Bureau - - - ---- | 


Total personal services 


Other objects 


Ee cessed h hocudeanatpe® 
03 Transportation of things... 
04 Oommunications. ..................... 
05 Rents and utilities____- pit hateh 


06 Printing and reproduc ee Ese PS Te 5 


07 Other contractual services_......_- 
08 Supplies and materials. ..........--- 
GD Manmenent,...i........-.s- 
10 Land and struc Be RC ere es ee 
11 Grants, subsidies, and contributions___. 
13 Refunds, awards, and indemnities__._._. 
15 Taxes and assessments............ ae 


Total other objects... .-. 


1956 1957 1958 
1960 1961 
Average 
Amount employ- Amo 
ment 





$515, 300 0. 4 

282, 340 36.58 

280 31.2 

650 1.0 

900 84.2 
00) 13.1 } 

265 60.6 

| 92 77.0 
, 000 37.2 | 
2, 915 373.0 | 
1, 070, 620 132.1 | 

1, 019, 600 175.3 

1, 498, 400 213.3 

8, 855, 695 1,288.2 | 9,320 

1960 


$108, 730 
sainadabehcell 25, 000 
vimeande 220, 000 
110, 180 
70, 000 
209, 320 
pind 132, 195 | 
feoteticdhansteeiohidhd 173, 780 
neemnde amie 81, 800 

. et 552, 800 

ape eels é 7, 000 
3, 500 


1, 694, 305 





1959 1960 1961 
€ST. est. 
Increase 
Average 


int employ 


nent 


Amount 





2.1 

1.4 

6.9 

.3 

| 1.0 

16.3 

27.6 

2.3 

, 000 67.5 

1961 Increase 
$144, 000 $35, 270 
29, 300 4, 300 
258, 500 38, 500 
160, 640 50, 460 
80, 000 | 10, 000 
2, 516, 139 | 2, 306, 819 
146, 770 14, 575 
228, 150 54, 370 
23, 000 | — 58, 800 
582, 501 | 29, 701 
7, 500 500 
3, 500 

4, 180, 000 2, 485, 695 


The following summary shows the distribution of the $464,305 increase for 


personal services among the varic 


mus activities 


of the Commission and briefly 


explains the principal purposes for which the increases are requested. 
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1. For applied technical research and frequency allocations, +-1.0, $11,398 


This increase will permit the annualization of 1960 staff and permit the addi- 
tion of one employee for technical research studies. 


9, For broadcast activity, +-15.0, $115,925 


This small additional staff will enable us to dispose of a greater number of 
standard broadcast applications during 1961 than 1960, but because of a greater 
increase in application receipts, our backlog will continue to grow. Very slight 
increases also will be possible in hearing work but backlogs will continue to 
mount in this area too. Some increase will be permitted for rulemaking pro- 
ceedings but some essential studies will have to be deferred. 


3. For safety and special radio services activity, +28.0, $137,904 

The increase requested will enable us to handle the expected increase in num- 
bers of applications and reduce the backlog to approximately 6 weeks. Some 
of the increase will also go into regulatory activities to provide additional or 
revised rules resulting from the Geneva Conference and the Safety of Life at 
Sea Convention, and studies and rulemaking required to take advantage of new 
technical developments in the rapidly expanding field of electronics. 


5. For field engineering and monitoring activity, +-17.0, $120,288 

The additional staff proposed will be devoted to the investigation of unlicensed 
TV boosters, CATV and microwave systems, and other sources of intereference; 
strengthening of the monitoring program ; increased inspections of radiotelephone 


equipped boats; and to handle the added volume of application processing and 
licensing that must be disposed of during 1961. 


5. For common carrier activity, + -~_, $6,548 
This dollar increase is for annualization of 1960 staff. 


6. For executive, staff, and service activity, +6.5, $72,247 


This increase will permit the recruitment of a nucleus staff to man our auto- 
matic data-processing unit. No increase is provided for any other office. 


7. For nonsalary item, +-~~-, $2,845,695 


These increases are spread throughout most object classifications and cover 
costs which are unavoidable if the Commission is to carry out its responsibilities. 
The largest single items of increase include $2,250,000 for a technical research 
study to be performed under contract by other agencies or private organiza- 
tions; $71,445 for the employee health program ; $29,701 for civil service retire- 
ment contributions; and $54,370 for equipment, both technical equipment and 
office equipment for new employees. 

The following pages present a summary of the facts supporting the entire 
amount requested for each activity : 


I. APPLIED TECHNICAL RESEARCH AND FREQUENCY ALLOCATION ACTIVITY 


The Commission’s duties in this area are clearly stated in the Communications 
Act of 19834 as amended. The act requires, among other things, that “the Com- 
mission shall— 

“(e) Assign bands of frequencies to the various classes of stations, and as- 
sign frequencies for each individual station and determine the power which 
each station shall use and the time during which it may operate; 

““(e) Regulate the kind of apparatus to be used with respect to its ex- 
ternal effects and the purity and sharpness of the emissions from each 
station and from the apparatus therein ; 

“(g) Study new uses for radio, provide for experimental uses of fre- 
quencies, and generally encourage the larger and more effective use of radio 
in the public interest.” 

In the applied technical research field, staff is required to keep pace with 
growing technology and frequency demands in order that the Commission will be 
able to promulgate rules and efficiently provide for the new and expanded uses 
of radio. 

The growing awareness of the spectrum compatibility problem through the re- 
duction of mutual interference is the subject of increasing concern by military 
agencies and industry. The Commission must keep up to date by participating 
in the work of many national and even international bodies concerned with this 
problem. 
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The Commission must provide for the experimental uses of frequencies which 
are necessary to test new systems for military and commercial applications and 
for the use of radio in studying the electrical properties of the earth’s atmos- 
phere. Not only must the experimental uses of frequencies be carefully coordi- 
nated with present uses but care must be exercised in insuring that experimen- 
tal.operations are not used for the premature introduction of new techniques. 

Demands are pressing on the Laboratory for more frequent calibration and 
adjustment of equipments used by field personnel. It is essential that these 
instruments be accurate us possible as they are used for gathering evidence of 
violations of the rules and for collection of propagation data for the Commis- 
sion. 

Because of the increase in the scope and complexities of radio equipments and 
systems, it is necessary that manpower be provided for the improvement and 
grater use of communication facilities and in standardization work. 

Radio communication is continuing to expand at a rapid rate. Not only is it 
essential in services involving the safety of life and property, such as air-ground, 
marine, and police communications, but it is now also filling a vital role in many 
commercial enterprises whose operations are geared to and made economically 
practical by the use of radio to coordinate and direct their activities in an effi- 
cient and expeditious manner. The increasing expansions in the use of radio 
has brought about increasing demands on the radio spectrum caused by the 
rapid growth of existing radio services and the continuing development of new 
radio services brought about by new technological advances such as radio 
astronomy and space satellite communication. Although there is not enough 
spectrum space to meet all of these demands for frequencies, the Commission 
has increased its efforts in the fields of long-range frequency planning, alloca- 
tion review, frequency utilization, and reduction of harmful interference. Pro- 
gress has been made by promoting the use of frequencies higher in the spectrum 
and by reducing channel widths where it is economically and technically feasible. 
Allocation hearings have also been initiated to obtain the most current data on 
the frequency needs of the various existing and potential users of radio. How- 
ever, efforts to derive the most effective use of the radio spectrum as a valuable 
national resource requires a substantial expenditure for manpower. As new 
developments in radio continue to grow, the problems encountered in the allo 
eation and use of frequencies are becoming understandably more complex and 
difficult to resolve. These problems are further compounded by the increasing 
Government frequency requirements vital to the national defense and the fact 
that these requirements are closely interrelated to non-Government frequency 
problems such as providing the best allocation of bands for an efficient nationwide 
system of television broadcasting. 


Il. BROADCAST ACTIVITY 


Broadcasting is defined by the Communications Act as the dissemination of 
radio communications intended to be received by the public, directly or by the 
public, directly or by the intermediary of relay stations. The act confers on 
the Commission the responsibility for providing for the use but not the owner 
ship of radio channels for limited periods of time under licenses granted by 
Federal authority and further requires the distribution of licenses, frequencies, 
hours of operation, and of power among the several States and communities so 
as to provide a fair, efficient, and equitable distribution of radio service. 

The concept of the Communications Act with respect to broadcasting is that 
there should be a nationwide broadcasting service, operating in the public 
interest, convenience, and necessity, by means of privately owned, freely compet- 
ing broadcast stations. 

Broadcasting activities consist of the aural services (standard or AM broad 
casting and frequency modulation or FM broadcasting) and the visual services 
(television and facsimile). Within these categories are the actual broadcast 
services and the related auxiliary services. 

Within the past decade television has established itself as an industry and 
an institution integral to our social and economic way of life, television broad- 
cast signals are available to over 90 percent of our population and the public's 
total investment in receiving sets exceeds $12 billion. 

There are, however, several major problems principally centered in providing 
means for the development of television broadcasting into a fully competitive 
system. A complete reexamination of the basic television allocation structure 
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is underway in several areas and one of the Commission’s problems is to pro- 
vide for a balanced division of the limited skilled personnel available and the 
mandatory requirement for handling the ever-increasing volume of applications 
and related matters, such as hearings, court proceedings, and the like. 

Basic changes in the television allocation structure, subscription or pay TV, 
the operation of television networks, problems generated by insistent demands 
for 2 means of bringing television to sparsely populated areas remote from 
communities able to support a television station, and the ever-present need for 
handling the growing volume of applications constitute the principal areas for 
concern in television. 

We feel it imperative to maintain the television applications backlog within 
manageable limits and to prevent the development of a situation such as the one 
now presented by the AM application backlog; personnel requirements for tele- 
vision are based on this policy. 

In the aural broadcasting field there are essentially two different broadcasting 
systems, one comprised of the so-called standard broadcast stations operating in 
the medium frequency band (535 kilocycles to 1605 kilocycles) and the other, 
the stations employing frequency modulation and operating in the very high 
frequency band (S88 megacycles to 108 megacycles). 

Although the impact of television on the programing techniques and operating 
methods has been tremendous, the whole character of both are undergoing a 
complete change, the complete subordination of aural broadcasting to television 
that was so widely forecast has not only failed to develop but the interest in and 
demand for aural broadcast facilities continues to reach new peaks each year. 
At the end of 1959 there were 3,328 standard broadcast stations in operation and 
an excessive backlog of applications for new stations and improved facilities for 
existing stations. The backlog of applications for standard broadcast facilities 
is of serious proportions and although only a small increase can be devoted to this 
area, it is imperative that ways and means for reducing this backlog to manage- 
able proportions be devised. The renewed activity in FM broadcasting continues 
with such matters as functional music operations, the interest in high fidelity 
broadcasting stereophonic programing, and the scarcity of standard broadcast 
facilities giving impetus to the interest and activity. 

The difficulty in finding suitable solutions to both the television channel allo- 
eation problem and the standard broadcast application backlog is augmented and 
further complicated by our inability to devote professional talent, particularly 
engineers, to analysis and study of the fundamentals involved and to a sweeping 
review and revision of the rules and engineering standards under which facilities 
are licensed. 

This budget proposes very negligible increases in personnel responsible for the 
involved and complex studies and analysis which are necesary in connection with 
an extenive review and revision of the rules and engineering standards applicable 
to both the aural and television broadcast services. We feel that this review is 
long overdue and that that is the area in which final and lasting solutions to the 
two principal broadcast problems lie. By the two principal problems we refer to 
the unblance between the use of the VHF and UHF bands and to the increasing 
demand for aural facilities in the standard broadcast band. 


Ill. SAFETY AND SPECIAL RADIO SERVICES ACTIVITY 


The Commission’s responsibility in this field embraces essentially all the uses 
of radio except broadcasting and common carrier. Twenty years ago such uses 
were largely confined to the safety of life and property in the air and on the 
sea. Today they encompass every walk of life and while the use of radio for 
safety purposes continues to be of great importance, its use as a tool by indus- 
trial America has become no less important. 

In addition to those uses vital to marine and air safety and the protection 
work of police, fire, and forestry departments, they include radio activities of 
all varieties of transportation, power utilities, petroleum and pipeline operations, 
manufacturing and construction companies, and other numerous uses encom- 
passing practically all major American industrial activities. Industrial and 
transportation activities have so geared radio communications to their opera- 
tions that any curtailment thereof would have serious effects on our entire 
economy, national defense, and social welfare. 

The Communications Act provides for “promoting safety of life and property 
through the use of wire and radio communications” * * * “study new uses of 
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radio * * * and generally encourage the larger and more effective use of radio 
in the public interest.” The degree to which the Commission may successfully 
discharge this duty is, of course, largely dependent upon the availability of 
adequate funds. The latter obligation, in particular, requires continuing engi- 
neering and legal studies to take advantage of new technical developments in 
the rapidly expanding field of electronics. Increasing complexity in regulations 
in turn requires a higher degree of compliance activity by the Commission. It 
is only by these means that the demands of industry and the general publie 
for more extensive, efficient, and interference-free radio service may be met, 

The Commission is presenting a budget with backlog time for the processing 
of applications consistent with the needs of industry. The rapid growth of 
sale of radio transmitting equipment which is sold over the counter and instantly 
usable requires a minimum backlog time. Likewise, many mobile equipments 
available today are stocked by dealers and may be installed in a few hours jn 
vehicles. Businesses using radio as an industrial tool perform tasks of short- 
term nature where the radio often is a useful device to solve unexpected diffi. 
culties on the job. 

Application receipts during 1959 were 18 percent heavier than in 1958. It is 
expected that an increase in applications will continue in 1960 and 1961. The 
average delay before applications can be reached for consideration is expected 
to reach 9 weeks by the end of 1960. The increase requested in this budget 
will enable us to handle the expected increase and at the same time to reduce 
the backlog to approximately 6 weeks at the end of 1961. 

Additional manpower will be required for regulatory activities to provide 
additional or revised rules resulting from the Geneva Conference, the Safety of 
Life at Sea Convention, the necessary reappraisal and readjustment of the fre- 
quencies for the accommodation of high-speed commercial airplanes and space 
vehicles, and the further allocation of split channels not yet assigned to accom- 
modate the rapidly growing needs for mobile radio. 


IV. FIELD ENGINEERING AND MONITORING ACTIVITY 


The Field Engineering and Monitoring Bureau directs and carries out our 
basic field functions through its 51 field offices, stations, and units. It provides 
interim licensing of ships and licensing of operators in the field: issues cer- 
tificates indicating conformance with and authority to operate under applicable 
laws and treaties through the survey of ships. By means of inspections, viola- 
tions of the Commission’s rules and treaties are detected and appropriate cita- 
tions are issued »nd corrective measures provided. It is this on-the-spot action 
which provides effective enforcement. Since the inspection staff cannot be on 
duty at all times the monitoring system acts to provide 24-hour surveillance in 
addition to providing safety services for ships and aircraft. The licensing, 
inspecting, and monitoring functions do not, however, provide complete public 
services. Complaints concerning radio reception or transmission are received 
and solved in both field offices and monitoring establishments depending wpon 
their nature. 

It is important to compare the overall workload of this activity, in terms of 
the growth in complexity of radio communications services and the continual 
increase in the number of radio stations, to the total staff available to the 
Field Engineering and Monitoring Bureau for the performance of its basic 
licensing and regulatory functions. A brief historical delineation of facts and 
figures will illustrate the point. The following figures covering a period of one 
decade are taken from previous budget records: FCC licensed transmitters— 
266.000 in 1949, 1,750,000 in 1959: FCC licensed operators—378,500 in 1949, 
1,705,913 in 1959. The following figures which significantly show the growth 
of communication activities are more directly related to the workload of the 
Bureau: Field Engineering and Monitoring Bureau applications processed— 
124,423 in 1949; and 433,176 in 1959. Thus, within a 10-year period, in an area 
where we can actually measure work items, we find that for application proc- 
essing alone our workload has increased by 360 percent. 

It would be proper to assume that the total staff available to the Bureau would 
have been proportionately increased during this period. Instead. as the record 
indicates, there has been an appreciable decrease in personnel. Number of em- 
ployees—465.9 average employment in 1949 and 358.7 average employment in 
1960. 
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Administratively, the Bureau consists of a departmental staff; 24 district 
offices; 2 marine offices; 5 suboffices; 10 primary and 8 secondary monitoring 
stations; and 2 mobile television monitoring units. Engineers from field offices 
inspect radio stations of all types and issue notices when discrepancies are 
noted. They conduct radio operator examinations and issue operator licenses. 
Engineers locate and close unauthorized radio stations and investigate tens 
of thousands of complaints of interference to various services; the bulk being 
from the general public. They perform safety investigations and/or surveys 
aboard ships or at coastal stations making use of specialized equipment and 
specially equipped cars. They obtain and correlate data for the Commission’s 
technical analysis or use. In conjunction with the departmental staff they 
assist in administering parts 15 and 18 of the rules governing restricted radiation 
devices and industrial, scientific, and medical equipment. 

The monitoring stations monitor the radio spectrum to ensure that stations 
operate on their prescribed frequency and types of emission and that prescribed 
procedures of transmission are followed. They also solve thousands of inter- 
ference cases. The fixed monitoring stations provide an inexpensive and effective 
way to solve interference cases, even though the origin of interference is thou- 
sands of miles from the United States. They also collect engineering data not 
only dealing with projects to help radio enforcement generally, but to assist in 
further planning of radio services. 


1. Enforcement 


Enforcement personnel has dropped from 174.1 in 1949 to 114 in 1960. This 
staff is devoted to inspection of all classes of radio stations; investigations, in- 
cluding unlicensed or clandestine stations; interference problems, and the con- 
duct of engineering surveys to determine technical capability of radio stations. 
There is obviously no slack here to devote to the problems discussed previously. 

Many communities in the West have been making use of community antenna 
systems and unlicensed television booster stations to bring in television service. 
The constant growth of these systems and the friction generated between the 
groups sometimes involves licensed television stations and the public. The Field 
Engineering and Monitoring Bureau engineers are called upon to investigate, 
collect facts, or take part in administrative or legal actions. An increase of 
five positions is urgently needed for this work. 

The growth of citizens radio to an estimated 200,000 licensees in 1961 will 
require field enforcement action. Already the 50,000 licensees have required 
enforcement action leading to the issuance of at least 100 citations per month. 
The problems will undoubtedly increase as the band becomes saturated. To 
achieve a stability comparable to that of other services, it is estimated that in 
1961 we should assign three new positions to this function. 

Continued enforcement problems exist concerning the more than 70,000 radio- 
equipped small boats licensed by the Commission. The rapid increase in ship 
operations on the limited number of radiotelephone frequencies, and the general 
disregard for the Commission’s regulations by many licensees, have seriously 
interfered with safety and emergency usage for radiotelephones. Experience 
indicates that the only way that we are going to break the use of 2182 kilocycles 
as a party line is to keep up our pressure commensurate with the growth of the 
service. Our success in those areas where we have applied pressure proves the 
logic of our thinking. An increase of two positions for small boat enforcement 
is requested for 1961. 

2. Application processing and licensing 

Despite the immense increase in workload, the function of application process- 
ing and licensing decreased from 85 average employment in 1949 to 84.7 average 
employment in 1960. During the same period the workload increased from 
124,000 to 450,000 application processing and licensing items. The latest sta- 
tistical study indicates that the Antenna Survey Branch which processes antenna 
applications began 1960 with a backlog of 2,909 applications. This coupled with 
an anticipated increase in receipts will result in a total workload of more than 
25 percent over 1959. For this reason an increase of two positions appears 
extremely necessary to maintain a reasonable backlog. 

The demand of the public and industry for radio operator licenses has been 
continually rising throughout the history of the Bureau. The workload will be 
further increased by issuance of operator licenses to alien pilots. Planned 
rulemaking and revision of the commercial examinations will likewise require 
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additional manpower. The insistent demand for licenses will require: four 
additonal positions in 1961. 


3. Monitoring 


The general deterioration of the personnel situation for the monitoring fune. 
tion is shown by the decrease of personnel from 206.8 average employment in 
1949 to 158 average employment in 1960. By any measuring technique the 
work potential has expanded tremendously. The figures employed in the above 
paragraph dealing with enforcement give some indication of the problems facing 
monitoring stations. The number of major monitoring cases continually rises. 
Recently the number of infractions noted took a sharp increase from 13,040 to 
15,070, pointing up the fact that the violations are there; we simply need time 
to intercept them. The issuance of almost four times the number of warning 
letters in 1959 as in 1958 indicates another situation that should receive atten- 
tion. Continued reliance upon the direction-finding network by the public, the 
aviation industry, and the military is shown in the increased number of lost ship 
and aircraft assistance requests—an increase of more than 12 percent. 

The accent of this Nation upon possible space travel and exploration has 
already resulted in requests being made for this Bureau to monitor frequencies 
in this connection. In order to explore the effect of frequencies in outer space 
not only is proper equipment necessary, but personnel will have to be provided 
and trained for this type of work. In view of anticipated requests for more 
assistance through monitoring, an increase of four positions is requested. 


Vv. COMMON CARRIER ACTIVITY 


In the common carrier field the activities of the Commission are directed to 
section 1 of the Communications Act which charges the Commission with the 
responsibility of “* * * regulating interstate and foreign commerce in commu- 
nication by wire and radio so as to make available, as far as possible, to all the 
people of the United States, a rapid, efficient, nationwide, and worldwide wire 
and radio communication service with adequate facilities at reasonable 
charges * * *,” 

Briefly, communications common carriers engaged in furnishing interstate or 
foreign telephone or telegraph services for hire to the public by wire or radio 
are subject to regulation under the act. The act also provides for the licensing 
of all radio used in common e¢arrier communications, including intrastate 
communications. 

Common carriers subject to regulation by the Commission consist principally 
of (1) about 4,000 telephone companies operating some 66.6 million telephones 
and having a gross investment of $24.2 billion and an annual revenue of more 
than $7.7 billion, (2) a domestic telegraph carrier providing nationwide message 
telegraph service, as well as private wire and other nonmessage services, and 
having a gross investment of about $364 million and annual revenue of $241 
million, and (8) nine international telegraph carriers providing service by cable 
and radio to nearly every inhabited point in the world and to ships at sea, 
having a gross investment of about $154 million, and annual revenue of $77 
million. 

Growth in the common carrier field continues at a rapid pace. The develop- 
ment of new types of services and facilities has added substantially to the 
workload in the field of common carrier regulation, such as data transmission, 
electronic switching, direct distant dialing, and improved automation processes. 
Selectivity is required in handling the most important and pressing problems. 

The hearing load is heavy and all signs indicate it will continue to be so in 
the foreseeable future. The required heavy concentration of manpower on 
these hearings drains staff away from other activities, such as rate, engineering, 
legal and accounting research, compliance work, and field investigations. 

For effective regulation, the Commission must have an adequate staff which 
will permit it to keep abreast of industry developments and to resolve the many 
rate, depreciation, accounting, and service problems. The Commission has en- 
deavored to expand its professional staff with the increase allowed last year, 
although it encountered some delays in recruiting suitable personnel, it has 
succeeded in accelerating and intensifying its regulatory program. However, 
there are areas which are not getting adequate attention, particularly in the 
telephone field such as division of revenues, Western Electric, and private line 
rate levels and earnings, where much remains to be accomplished. In other 
words, it is both logical and necessary to maintain a professional staff in order 
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to keep pace with the growth and attendant change taking place in the industry 
and to deal with its many vital regulatory problems. Prompt resolution of 
common carrier communications problems has an immediate impact on the 
growth of the Nation’s economy and the strengthening of its national defense. 


VI. EXECUTIVE, STAFF, AND SERVICE ACTIVITY 


This section includes the adjudicatory, top-policymaking, and decision-making 
functions of the Commission for the activities presented in section I-V. It also 
includes the functions of the Office of the General Counsel and the central ad- 
ministrative activities of the Commission. Organizationally, it includes the 
Offices of Commissioners, Office of Reports and Information, Office of Administra- 
tion, Data Processing Group, Office of General Counsel, and Office of the Secre- 
tary. 


1. Offices of Commissioners 


This budget request will provide for the professional assistants provided for 
in the 1952 amendments to the Communications Act, plus the clerical staff 
necessary to handle the heavy volume of work carried on in these Offices. 


2. Office of Reports and Information 


This Office prepares releases for public announcements of official Commission 
actions, acts as central information contact point for industry and the public; 
releases formal orders, decisions, opinions, and rules. No increase in average 
employment is proposed for this activity. 


8. Office of Administration 


The activities of the Office are common to all Federal agencies and include 
budget and finance, organization and methods, personnel, and administrative 
services activities. 

Staff devoted to these activities have been reduced over the past few years to 
the point where we are now operating on an absolute minimum staff if we are 
to provide the required administrative services. 


4. Data Processing Group 


This unit, under the guidance and supervision of the National Bureau of 
Standards, is engaged in a study to determine the feasibility of using electronic 
data-processing equipment to expedite the handling of the Commission’s work 
particularly in the application processing areas of the services where tremen- 
dous backlogs are building up. During 1960 a small staff, average employment 
of 6.6, will devote its time to completing the feasibility study and laying the 
groundwork for the detailed application of the system. In 1961 we expect the 
project to be advanced to the stage where an additional staff will be gradually 
built up to an average employment of 13.1. The major effort in 1961 will be to 
complete all phases of work necessary for the implementation of the electronic 
data-processing system. 


5. Office of General Counsel 


This Office is responsible for litigation, drafting, and commenting on proposed 
legislation, promulgation of general and procedural rules, and serves as chief 
legal adviser to the Commission and its various organizational units. Although 
we are faced with increasing workloads in all areas, and more particularly in 
litigation cases, international treaty work, legislative projects, and congressional 
investigations and hearings into such matters as network legislation, television 
allocations, subscription television, etc., no increase in staff is being provided 
because of the tight budget policy. 


6. Office of the Secretary 


The Secretary of the Commission is the custodian of official Commission 
records; prepares official records of actions taken by the Commission: signs all 
orders, permits, licenses, and other instruments of authorization made, issued, 
or granted by the Commission; and is responsible for the following divisions: 
Library, Dockets, Minutes, International Telecommunications Settlements, and 
Mail and Files. Although the increase in workloads and staff estimated for 
1961 will increase the work of most units of the Office of the Secretary, no 
increase in staff is proposed. 
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VII. UHF-—TV 


One of the most serious problems facing the Commission is the question of 
providing an adequate number of usable channels for television broadcasting, 
In 1952, the Commission made available 70 channels between 470 and 890 mega- 
eycles which have not been commercially successful. One of the factors has 
been the inability of UHF signals and receivers to provide comparable coverage, 
with the same reliability and convenience as the more highly developed VHP 
equipment. It is proposed to undertake a large-scale project designed to evaln- 
ate the ability of the UHF band to provide coverage to a large metropolitan 
area and the surrounding area. This will include the design of television 
receivers incorporating the latest developments, as well as the practical demon- 
stration, transmission, and reception of programs in the UHF band. This wil] 
involve the assistance of industrial contractors. This departure from previous 
policy appears to be justified by the fact that competitive forces in industry 
have not made it practical for private initiative to solve the technical problems 
and antitrust considerations prevent cooperative industry effort. 


VIII. OTHER OBLIGATIONS 


This section covers all requirements of the Commission for nonsalary items, 
Many of these costs are fixed by law such as the employee retirement program, 
the health program, the insurance program, and social security. Other expenses 
are for services or products vital to the Commission’s operations (i.e. communi- 
eations, rents, printing, travel, equipment, contract obligations, etc.). 

The following schedules set forth the actual distribution of nonpersonal 
services obligations for 1959 and estimates for 1960 and 1961 by object class 
and major activities. 








By object class 1959 actual 1960 estimate | 1961 « ate 
02 Travel $98, 250 $108, 730 $144, 000 
03 Transportation of things 17. 001 25, OM 29, 300 
04 Communications services . , 215, 277 220, (0 258, 500 
05 Rents and utilities___- : abe 112, 144 | 110, 180 160, 640 
06 Printing and reproduction _. ‘ a bien 69, 957 70, 000 80), 000 
07 Other contractual services e 1fu, 024 209, 320 2. 516, 130 
08 Supplies and materials _- 140, O86 132, 195 146, 770 
09 Equipment ours Rachie os 184, 410 173, 780 28 150 
10 Land and structures.__-__- - ; 114, 734 81, 800 23, 000 
11 Grants, subsidies, and contributions. - 509, 055 552, 800 582, 501 
13 Refunds, awards, and indemnities 6, 283 7. 000 7 500 
15 Taxes and assessments... - bas ob 3, 248 3, 500 3, 500 
Te Uile +-«- 1, 630, 479 1, 694, 305 4, 180, 000 
By activity 1959 actual | 1960 estimate | 1961 estimate 
I, Applied technical research and frequency allocatior $111, 010 $111, 718 $144, 327 
II. Broadcast ioe 188, 248 187, 142 229, 600 
III. Safety and special radio services . i ‘ 146, 063 141, 599 181, 225 
IV. Field engineering and monitoring_-.-_- 739, 974 | 740, 770 772, 434 
V. Common carrier 105, 848 | 111, 486 130, 219 
VI. Executive staff and service : i 339, 336 401, 590 472, 195 
VIL. UHF-TV. ) 


2, 250, 000 


Total See one Joleen : S 1, 630, 479 | 1, 604, 305 4, 180, 000 
| 


An increase of $2,485,695 is requested for these nonsalary items. Included in 
this figure is $2,250,000 for a special UHF-TV study. Since this work will be 
done on a contract basis, this cost is shown under the heading “Other contractual 
services.” 

Other major increases are as follows: Health program, $71,445; employee 
retirement program, $29,701; furniture and fixtures (including technical equip- 
ment), $54,370. 
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1, Applied technical research and frequency 
allocation: 
A. Personal services: 

1. Technical research and rule- 

ee ee? a es 

2. Experimenting, testing, and 

NG wiki tnt dated btaene 

3. Frequency allocation and 

treaties 


Total, personal services_ 
B. ‘‘ Other objects”’ 


Total, obligations 


II. Bro vdicast: 
A. Personal services 
ce elevision 
Broadcast Bureau 
learing examiners 
Opinions and review 
Dockets 


Total, T\ 


2. AM: 
Broadcast Bureau 
Hearing examiners 
Opinions and review 


Dockets 
Total, AM 


3. FM: 
Broadeast Bureau 
Hearing examiners 
Opinions and review 
Dockets 


Total, FM 


4, Auxiliary, experimental, de- 
velopmental, etc 
5. Network study 


Total, personal services 
B, ** Other objects”’ 


Total, obligations 


III. Safety and special radio services 
\. Personal services 

1. Application processing 

2. Regulatory activities 

3. Enforcement activities 

4. Hearings 
Hearing examiners 
Opinions and review . 
Dockets 


Total, personal services 
B. “* Other objects” 


Total, obligations 
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Taste A.—Summary of requirements for personal services and “Other objects’’ by 


activity 


l 
| 1959 actual 


1960 estimate | 1961 estimate 


| | ' 
ba area | Average! Average} 
jemploy-| Amount jemploy-' Amount |employ-|; Amount 








ment | ment | ment | 
dl Soeenesned a canta eieatitnia otaboneseneset CANOE 
| | 
| | | | 
1 | 
26.0} $220,988} 26.8) $226,351 27.8] $235, 494 
| 14.0 115, 012 15.0 127, 374 15.0 127, 065 
| 
| 33.8) 277,680 34.2} 287, 200 34.2} 289, 759 
73.8 613, 680 76.0 640, 925 77.0 652, 318 
EAS 111, 010}____- 111, 718\........} 144,327 
= 724, 690) __- 752, 643)... 796, 645 
| 
| 
44.4 328, 369 46. 1 343. 629 49. ¢ 369, 602 
7.6 68, 430 8.0 12, 576 &.0 73, 700 
12.4 103, 769 10. 5 5 10.5 5, 893 
4. 5) 21, 739) 4.9 23, 300 4.9 22, 511 
68. 9 922, 307 69 524, 955 73.0 551, 706 
111.9} 827,500 128.0} 954,979 136.8! 1,020, 249 
14.3 128, 757 15.0 136, 035 16.0 145, 654 
11.3 04, 550 17.8 144, 820 19. 2 157, 060 
4. 7) 21, 955 5.4 25, 279 5.7 26, 186 


142.2) 1,072, 762 166.2) 1, 261,113 177.7) 1,349, 149 





12.0 88, 742 12.4 92, 438 12.4 92, 505 
2.0 18, 008 1.0 9, 069 1.0 9, 140 
1. ( 8. 136 1.0 8, 180 
5 2, 415 5 2.415 5 2, 297 
14.5) 109,165 14.9 112, 058 14.9 112, 122 
7.4 4, 724 8.4 62, 619 8.5 
6.0 44, 389 th. ( $4, 735 6.0 
239. 0) 1, 803, 347 265. 1) 2, 005, 480 280.1) 2, 
188, 248 187, 142 229, 600 
1, 991, 505 2, 192, 622 .-| 2,351, 005 
97.5 611, 317 lil.¢ 674, 783 136. 1 772, 370 
$2.0 281, 557 x0. 7 305, O10 32 330, 020 
5.2 39, 807 4 39, 807 6.7 51,114 
1.1 1, 904 2.0 18, 138 2.2 20, 138 
1.4 11,715 1.9 15, 458 2.1 17, 458 
6 2, 898 7 3, 290 7 3, 290 


137.8 957, 198 152.3) 1, 056, 486 180. 3} 1, 194, 390 
wae 146, 063 141, 599 181, 225 


1, 103, 261 1, 198, 085 1, 375, 615 
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TABLE A.—Summary of requirements for personal services and ‘Other objects!’ by 
activity—Continued 


| 1959 actual 





Average| 


lemploy- 


ment 





A. Personal services 

iL. Reiocosment................} 
2. Application processing and | 
licensing 

By IONE. ...casdccocecece 
4. Hearings | 
Hearing examiners. --....| 
Opinions and review - -- 


| 
IV. Field engineering and monitoring: | 
| 


Total, personal services _| 
B. “Other objects’’ - 
Tete) oniigations. .......cecesase- 
V. Common carrier: 
A. Personal services 
1. Domestic telephone com- 
munications 
(a) Rate regulation..._. | 
(b) Service regulation - - -| 
2. Domestic telegraph com- 
munications: | 
(a) Rate regulation 
(5) Service regulation 
3. Domestic radio communica- 
tions 
(a) Service regulation - 
4. International communica-| 


tions: 
(a) Rate regulation ._. 
(h) Service regulation - - - 
ai sis line | 
6. He 


irings 
Hearing examiners. - -. 
Opinions and review 


Total, personal serv- 


De itie nen diibasiet 
i PF iii cecntcadiiowiiwes 
0 A Ee ee 
VI. Executive, staff, and service 
A. Personal services: 
1. Offices of Commissioners | 
2. Office of Reports and Infor- 
mation : } 
3. Office of Administration 
4. Office of General Counsel... 
5. Office of Secretary 
6. Data processing group 
Total, personal service 
B. ‘* Other o! jects”’ 
Total, obligations 
| 
VII. Ultra-high frequency television: | 
B. ‘‘Other objects’”’ | 
Total, personal services = l 


Total, “Other objects’’.- 


Total, obligations-. 


INCREASE IN 


106. 2 


83 


158 


53 


6.5 


, 129. § 
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| 1960 estimate 
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$709, 045 
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, 054, 
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, 328, 
739, 


, 06S, 
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. 160 
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, 305 


675) 


087 


974). 


061 


, 001 
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~ 600 


>, 400 


, 800 


. 400 


, 000 
, 200 


605 
550 
38 


, 943 


R458 


791 


, 479 
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ment 


114. 0 


59 


13.5 


99 


ww 


138. 4 


1, 220. 7 


$771, 
572, 


1, 068, 
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ESTIMATES AND PERSONNEL 


1, 694, 305 


= 
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jemploy-| Amount |employ-| Amount 
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790 
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306 
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076). 
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097 
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207 


340 
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133 
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120.8 


90. 3 
161.9 


1961 estimate 


$825, 033 


609, 165 
1, 092, 205 


9, 055 
13, 136 


5} 2, 548, 594 


772, 434 


3, 321, 028 


110, 082 
75, 019 


111, 712 


92, 957 
106, 004 
35, 878 





to 
x 

> 
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Mr. Tuomas. This is your breakdown of your personnel by bureaus, 
sroadcast, special radio services, field engineering, ¢ carrier, 
broadcast, special rad field engineering, common carrier. 
et cetera. I notice you have set up a new bureau in your overall house- 
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keeping activities in connection with your top-level management. You 
are mixing a lot of talent together. You have legal services, house- 
keeping activities and the Commission all in one pot. 

In 1959 you had $9,770,899 and 1,129 people. Is this average em- 
ployment, man-years, bodies or what? 

Mr. Cox. Average employment. 

Mr. Tuomas. For 1960 you have an increase of $10,550,000, an in- 
crease of about 100 people to 1,220.7. In 1961 you want to go up to 
$13,500,000, 1,288 people, an increase of about 67 jobs. What is your 
employment as of January 1? How many vacancies do you have? 

Mr. Cox. I have it as of March 1. 

Mr. Tuomas. What is it as of March 1? 

Mr. Cox. We have 21 vacancies, and 1,209 filled jobs. 

Mr. Dorrrer. May I interrupt? 


Apetiep TECHNICAL RESEARCH AND FREQUENCY ALLOCATION ACTIVITY 


Mr. Tuomas. Let’s take a look at research. Let it be said, and you 
say it quite adequately, that this is applied technical research and you 
are not in the business of pure research. 

Applied technical research and frequency allocation activity : This includes the 
planning, directing, and coordination of broad programs on matters of applied 
technical research and the allocation of radio frequencies. Many of these pro- 
grams are of national importance, some essential to the defense of the country 
and others necessary to improve service to the public. Type approval and 
acceptance, radio frequency devices, radio propagation, radio measurements, 
experimental radio systems, and equipment are major areas of the work. 

In this cagetory you show an increase of $44,002 in 1961 over 
1960. It brings you up to $796,645, with 77 jobs against 76 last year. 

This activity includes the technical functions of the Commission which apply 
to all the services licensed by the Commission. In this category are studies of 
radio propagation as applied to licensing of stations, equipment type acceptance 
and listing of equipment acceptable for licensing, formulation of engineering 
standards and rules— 


et cetera. 

We do not get into the Space Act here. We get into it a little later 
on, do we not? 

Mr. Turner. That is right. 


Broapcast Actriviry 


Mr. Trromas. Let us look at the broadcast activity. Put pages 32 
through 35 in the record, 

We might include the table on 36 also. 

(The pages referred to are as follows :) 


II. BrRoapcastT ACTIVITY 


A. INTRODUCTION AND SUMMARY OF INCREASES 


The broadcast activity, in very general terms, consists of the licensing and 
regulatory functions of the broadeasting and associated auxiliary services. 

The principal operating functions of the broadcast activity constitute the 
responsibility of the Broadcast Bureau. Additionally, the broadcast activity 
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makes up the major workload of the Office of Hearing Examiners, Office of 
Opinions and Review, and the Dockets Division of the Office of the Secretary. 








} } — 
| Actual, | Estimate, | Estimate, | Increase 
1959 1960 1961 
Financial requirements | 
Persona: services. evbeecveledes ---| $1, 803, 347 | $2,005, 480 | $2, 121, 405 $115, 925 
Other objects -- 188, 248 | 187, 142 | 229, 600 42. 458 
tl hiteka tel mittee hors _..| 1,991,505 | 2,192,622 | 2, 351, 005 158, 383 
Manpower requirements (average employment | | ; ee 
Television (TV) -___--- 7 68.9 69.5 73.0 3. 
Standard broadcast (AM) 142. 2 | 166.2 | 77.7 115 
Frequency modulation (FM) : 14.5 14.9 14.9 
Auxiliary, experimental, etc F 7.4 | 8.5 8.5 
OGD WEEE... «...<tieaseee+es de he edad | 6.0 | 6.0 6.0 
secant Diet .| 239.0 265.1 280. 1 15.0 


Summary of manpower increases requested 


An increase of 15.0 is requested for these activities as follows : 

7.0 for application processing.—The backlog of standard broadcast applica- 
tions for new stations or for major changes in facilities will reach an alltime 
high by the end of 1960 and a substantial portion of any personnel increase 
must necessarily be devoted to the effort to bring the mounting backlog under 
control. Efforts will be made to remain reasonably current with respect to 
other types of applications with essentially no increase in personnel 

4.9 for broadcast hearings.—A continued increase in both number and com- 
plexity of broadcast hearings is anticipated. Broadcast hearings require 
prehearing conferences, the preparation of briefs, proposed findings and conelu- 
sions, responses to a great variety of interlocutory matters, exceptions, sup- 
porting briefs for oral argument, and actual participation in the hearing. Hear- 
ing examiners, attorneys, and engineers are required for these duties and, of 
course, a large number of clerical and stenographic personnel. 

4.0 for rules.—The need for a comprehensive review, revision, and modern- 
ization of all the rules, both substantive and procedural, which govern the AM, 
FM, and TV broadcast services is becoming more urgent each vear. Far-reach- 
ing changes impressed on the AM segment of the industry by the advent of tele 
vision, technological developments, and the proliferation of 2,000 new AM 
stations since 1947 can no longer be satisfactorily accommodated by ad hoc patch- 
work rules revision on which the Commission has had to rely so far and a major 
recasting of the AM rules which took their basic form 25 years ago under vastly 
different conditions is imperative. Similarly, new developments such as stereo- 
phonic broadcasting and other multiplex uses of FM channels urgently call 
for a revision and updating of the FM rules. It has not been possible with avail- 
able staff to keep the television rules and standards abreast of the kaleidoscopic 
changes which have accompanied television’s mushroom growth and emergence 
as the dominant broadcast service. The urgent need for this work is borne out 
by a substantial and growing backlog of petitions and proposals for sweeping 
and detailed rule changes in all areas—AM, TV, and FM. Likewise, less com- 
prehensive rule changes of a more routine nature are continually being sug- 
gested with increasing frequency and a substantial backlog in all three services 
has accumulated. The small increase requested will not make the comprehen- 
sive review possible but we hope to at least take some of the initial steps toward 
that objective. 


B. DETAILED EXPLANATION AND JUSTIFICATION BY ACTIVITY 


1. Television 


This activity comprises the processing of applications (new stations, modi- 
fications, renewals, and transfers) promulgation of policies, rnles and engineering 
standards, research and associated studies, and the conduct of, and oral par- 
ticipation in, both adjudicatory and legislative hearings and related proceedings. 
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Manpower requirements (average employment) 


LL aE 
| | 


Actual, Estimate, | Estimate, | Increase 











1959 1960 1961 

ou . a ee } = - a 

1 | 
Application processing. -.-.-.-------------------------- 20. 1 20.6 | fe ee 
Plepeaters |... ..-- 2. ---- eee nn ee nen en ee nneee--e- 3.5 4.0 | 5.0 1.0 
PE WOPK.. ...-naseneussbewue oth ee Deonk ceases 29. 0 27.9 | S760 Lvknnansueeth 
Other activities (rules, engineering standards, etc.) ----| 16.3 17.0 | 19.5 25 
I ae 68.9 69. 5 73.0 | 3.5 


1 Translators and boosters. 


(1) Present status of work.—Application processing is now on a reasonably 
current basis and except for applications to authorize and license a new type 
of repeater station moderate increases in application receipts are anticipated. 
In the rules and policies area the dilemna posed by the nonuse of the UHF band 
continues as one of the most urgent and complex problems before the Commission. 
Progress has been made in assessing the results of several extensive studies 
and inquiries into the TV allocation problem (including the 3-year project of 
the Television Allocation Study Organization). The possible alternative courses 
that the Commission can take have been narrowed and work toward possibly 
sweeping changes in the station allocation principles is continuing. Additional 
policy problems are related to renewal and transfer applications. Many of these 
of nationwide scope have repeatedly been brought before the Commission by 
the industry, the listening public, and by Congress, and the past year has been 
the formulation of many new policies and criteria. 

(2) Workload forecast and justification supporting requirements for 1961.— 
As may be seen above the principal increase for TV is in rules and standards 
area. We have, however, forecast a 100 percent or more increase in applications 
for the repeater type of stations. 

It should also be borne in mind that in addition to the processing of renewal 
and transfer applications there are many constantly occurring problems and 
ever-increasing collateral duties in connection with such processing. They 
include such items as the increasing volume of correspondence which is barely 
being kept current and the report of a congressional inquiry with respect to the 
handling of transfer applications and investigations, which will require addi- 
tional staff time to review and assess. Although the equal time provisions of 
section 315 of the Communications Act have been revised by recent legislation the 
borderline cases will continue to arise and election year always sees a substantial 
increase in staff time devoted to 315 problems. 

In light of the House Legislative Oversight Committee’s report regarding the 
manner in which assignment and transfer applications have been processed 
and granted, it is expected that many additional man-hours will be required 
inorder to present to Congress sufficient facts whereby a determination may be 
made as to whether legislative changes are necessary and, if so, to what extent. 

The constantly increasing number of stations results in more field investiga- 
tions, in which the Commission must determine facts for itself instead of relying 
on information furnished by interested parties. 

A considerable manpower expenditure will also be required to expedite action 
on petitions for reconsideration of Commission decisions and on the numerous 
interlocutory petitions and other pleadings filed during the course of hearings 
before examiners. The handling of 309(c) protest proceedings are expected to 
continue to make inroads in available manpower. 

The continuing increase in the number of granted stations (TV. AM, and FM) 
has the effect of constantly increasing the number of applications for renewal of 
license, assignments of license, and transfers of control; filing of ownership 
reports and network affiliation agreements: the complaint correspondence to 
be answered ; the cases of fraud, misrepresentation, premature construction, and 
hidden ownership which require investigation: and the field violation handled. 

As we have indicated above the UHF television problem continues as one of 
paramount concern to the entire industry and this concern is reflected in con- 
tinning demands on the Commission for some action that will provide additional 
television facilities in most of the metropolitan areas of the country. Addi- 
tionally, the number of rulemaking projects have been increasing from year to 





638 





year. With increasing technology and frequency congestion this trend will 
undoubtedly continue. At present there are in the neighborhood of 75 rule 
making proceedings either being processed or in backlog. 

The following chart shows the actual and estimated increase in authorizeq 
television stations in the years 1953 to 1961: 


TV STATION AUTHORIZATIONS OUTSTANDING ON JUNE 30' 




















* Transiotors not included 
* Estimated 


The following table and chart reflect our television nonhearing workload for 
1959 and that expected for 1960 and 1961: 


Comparison of nonhearing (TV) and workload during 1959, 1960, and 1961! 


1959 actual 1960 estimated 1961 estimated 
Re- Dis- Pend- Re- Dis- Pena- Re- Dis- Pend- 
ceived | posed ing ceived | posed ing ceived | posed ing 
New and major changes__-- 183 215 99 220 242 77 220 242 55 
Supplemental and continu- 
ing 322 365 209 325 390 144 420 390 174 
Assig mnments and transfers 99 101 4 105 | 103 11 110 103 18 
Renewals , ae 240 216 85 250 265 70 308 265 113 
Total dake S44 897 402 900 1, 000 302 1, 058 1, 000 | 360 
1 Translators not included. 


Mr. Tuomas. It is worth looking over the table on page 32. This 
tells the tale. You have an increase of $158,383 over last year, giving 
you a total of $2,351,005 for 1961. You have your television, 73 people; 
standard shen ast (AM), 177; frequency modulation (FM), 14.9; 
auxiliary, experimental, 8.5; and your network, 6. That gives you an 
increase of 15 in personnel over last year. It brings you up to 280 this 
year. 

BACKLOG OF STANDARD BROADCAST APPLICATIONS 


You break down that increase, seven for application processing. 
The backing of standard broadcast applications for new stations or for major 
changes in facilities will reach an all-time high by the end of 1960— 
We thought it was going to reach that period 8 or 9 years ago, did we 
not ¢/— 


and a substantial portion of any personnel increase must necessarily be devoted 
to the effort to bring the mounting backlog under control. 
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What is your backlog and why does it exist in terms of months? 
How long is it? What will it take to get rid of it? We caught up with 
this thing 2 or 3 yearsago. Why is it getting ahead of us now? 

Mr. Cowertt. As of the end of January, just a month back in this 
AM that we are talking about, we had 1,226 nonhearing applications, 
421 in hearing status, a total of 1,647 applications. That is the overall 
backing. 

Mr. THomas. How long have those 1,641 been on file ? 

Mr. Cowarti. We are running about 13 months from the time it is 
filed until it hits the processing line. We can add 30 to 60 days there. 
It is roughly 13 to 15 months before the average would either be 
granted or designated for hearing. 

Mr. Tuomas. That is in what field ? 

Mr. Cowert. This is the AM broadcasting, standard broadcasting. 

Mr. Tuomas. What is your backlog in TV ? 

Mr. Cowertt. Both TV and FM are relatively current. I can give 
you the figures. It is not serious in either area. 

Mr. Tomas. Standard broadcasting is still giving you the 
headache ? 

Mr. Cowalty, Yes. 

Mr. Tomas. What will it take to get you current and what do you 
mean by current ? 

Mr. Cowart. To be reasonably current, let’s say 3 to 6 months 
saeco we reach this point of grant or designation oe he aring. The 
money we have here will not do that. 

A year ago we were hoping this thing would work out. We are 
actually behind what we were a year ago in the number of applica- 
tions pending that are not disposed of. "This budget does not propose 
to cut this back. 

AUTOMATIC DATA PROCESSING STUDY 


Mr. Tromas. Is there any way to combine yours and Mr. Plum- 
mer’s activities by use of electronic processing machines ? 

Mr. Cowam. We have that under study and consideration, In the 
past year or year and a half we have been studying data processing 
applicability. 

Mr. Tuomas. You have been suffering with this off and on for the 
last 15 years, 

Mr. Cowerrs.. Even optimistically it would be a year or two or 
three before the processing could be current. 

Mr. Tuomas. What are you doing about processing equipment? 

Mr. Cower. May I ask Mr. Cox to comment on that? 

Mr. Tuomas. W hy should Mr, Cox comment on it ? 

Mr. Cowart. It is a commissionwide activity, under Mr. Cox and 
Mr. Allen and myself. Mr. Allen is chairman. Mr. Cox works close- 
ly with the Bureau of Standards people. 

Mr. Tiromas. Are your activities susceptible to that type of activ- 
ity with the processing machinery, et cetera ? 

“Mr. Cowattt. Do you want me to answer ? 

Mr. Tuomas. Yes. It makes no difference, You are the head of 
the Bureau. 

Mr. Cowarttt. The Broadcast Bureau is only one phase of this. 

Mr. Tuomas. I will ask Mr. Plummer. We will wrap you up in 
one package and see if we cannot do that. 
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Mr. Cowettu. We have been working with the Bureau of Stand- 
ards on a feasibility study to see whether or not the data processing 
equipment could be applied to various areas of the Commission’s 
work. I think we are fairly in agreement at the committee, and I 
think even at the Commission level that the prospects are very good 
in the housekeeping function, writing checks, doing the bookkeeping, 
et cetera, and other areas, but in the Broadcast Bureau area, where 
we would need the use of this machinery to break the backbone of 
this backlog, that part of the study has not yet been demonstrated 
as convincing that it will. 

Mr. Tuomas. Whois working on it for you? 

Mr. Cowart. The Bureau of Standards, our own staff and the 
committee of the three that are right here are supervising it. 

Mr. Tuomas. You do not have the people there to do this type 
work, do you? 

Mr. Cox. May I add to this, please, sir? 

A year ago we made a reimbursable agreement with the Bureau of 
Standards to undertake a study. They completed their study. Here 
is a copy. I will be happy to give you several copies. They com- 
pleted the study of the first phase of the solution to this problem. 
The Bureau of Standards has had several people working on it full 
time and we have detailed to the project people in our place who were 
familiar with our operations. 

Standards’ expert on the techniques and things of that sort and we 
work together 

Mr. Tuomas. It takes both of you for what you have to process. 

Mr. Cox. That is right. This report by the Bureau of Standards 
to the Chairman and Commission, which was received about 3 weeks 
ago, is very optimistic as to the possibilities of using computers in the 
handling of our work. 

We feel that there is no question but that some parts of our work 
can readily be adapted to computers. 

We are already beginning the second phase of this study, which 
is the applications of computer techniques to our particular operations. 

The Commission authorized us a week ago to proceed. 

Mr. Tuomas. How long has this been going on? Time is of the 
essence. You have a backlog that is getting worse and worse. 

Mr. Cox. This study by the Bureau of Standards people took about 
seven and a half months and this was their product. 

Mr. Tuomas. We raised this question about 3 years ago, did we 
not ? 

Mr. Cox. No, sir. Last year was the first. We immediately made 
arrangements with Standards to proceed. We think it is going now 
just as rapidly as it possibly can. 

Mr. THomas. What does your study indicate now as to these com- 
puters? 

How much time can you save and cut off your backlog? How 
many months can you save? 

Mr. Cox. The Bureau of Standards people and we as well feel it 
is premature to say how much can be saved or how much faster work 
can be done. Their professional opinion, which they state flatly in 
here, is that we can do our work more quickly, do a more consistent 
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iob, and the computational aspects of the work in the Commission 
will be very greatly expedited. bg S 

However, in this same report they recommend to our Commission 
that we proceed to the next phase, which is the study of the economic 
feasibility, which will answer the question you are raising, and the 
hope and believe we can do that in another 4 or 5 months, at whic 
time a decision would then be made by our Commission whether to 

roceed with the actual acquisition of a computer. That would then 
involve writing of specifications, asking for bids, et cetera. 

Of course, now there is about a year’s delay in supplying computers, 
even after an agency has placed an order. The companies are falling 
far behind in supplying the things. This is not an immediate thing 
that will affect 1961. The Bureau of Standards estimated that March 
of 1963 is about the quickest it could be done. This is almost a revolu- 
tionary undertaking and there is a year, then, during which you wait 
for it. During that year you are designing forms, et cetera. 

Mr. TuHomas. What do you do for Mr. Plummer’s Bureau? He 
has a big backlong, too. 

Mr. Piummer. We are not, in the Safety Bureau, necessarily wait- 
ing for this machine. We are taking some intermediate steps. One 
of my great difficulties this year has been hiring clerks, so I have 
gone to Gettysburg, Pa., where I can hire clerks, and have set up a 
small shop. That has been of help. 

Mr. Tuomas. Certainly your activities will fit into the computer 
operations just like it is made to order, won’t they? 

Mr. PitummMer. I have not seen a concrete proposition on that yet 
from the Bureau of Standards group. 

Mr. THomas. You have a backlog. You should look for one. 

Mr. Cox. His work can easily be done but the question is whether 
or not it will be economically done. 

Mr. Tuomas. How much time will it save? 

Mr. Cox. That question will have to be solved. 

Mr. Tuomas. Do you not have any idea about it? 

Mr. PLummer. In the meantime, we are purchasing some small 
machines to help out here and there, and not waiting. The capital 
investment is not too high. I am looking for a machine that will 
stamp on a license three things at once, date of expiration, Mary 
Jane Morris’ signature, and call letters. 

Mr. THomas. You want an increase of 15 in this broadcast activity. 
That gives you 280 people. You want seven for application processing. 

The backlog of applications for station facilities will reach an alltime high. 

There is a table on page 34. 

Mr. Dorrrer. Mr. Chairman, would the committee be interested 


ina copy of the report of the National Bureau of Standards with 
respect to this study ¢ 


Mr. Tuomas. Yes. 

Mr. Dorrrer. This is entitled “Report of the preliminary study 
prior to the use of automatic data processing equipment for the Fed- 
eral Communications Commission.” 

Mr. THomas. Application processing is now on a reasonably cur- 
rent basis and except for applications to authorize and license a new 
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type of repeater station moderate increases in application receipts 
are anticipated. 

This table on your nonhearing (TV) 1959, new and major changes, 
shows you received 183, disposed of 215 and you had a backlog of 
99 at the end of the year. In 1960 you go up to 220, 242 and your 
backlog is 77. In 1961 it is 220, 242 and your backlog is 55. 

That is not in bad shape, is it? 

Mr. Cowart. TV is in pretty good shape. 


INCREASE IN APPLICATIONS AND BACKLOG 


Mr. Tuomas. It might be well to read in the record on your sum- 
mary at this point, concerning your standard AM backlog, this good 
narrative paragraph on it. 

Our application backlog in the AM broadcast service is now at its highest 
peak in the history of the Commission. As of June 30, 1959, there were 1,165 
applications on hand for processing and the time lag from the date application 
was filed until it was picked up for processing was running about 12 months. 

How long will it take you to get rid of that backlog at that speed? 
How many do you handle a month after you get into them? 

Mr. Cowert. Our difficulty is we are getting more applications per 
month coming in than we are able to dispose of. 

Mr. Tuomas. How many are you disposing of a month? 

Mr. Cower. I can give you the first 7 months of the current fiscal 
year, which ends January 31. 

Mr. Tuomas. Let me read this into the record at the top of page 41. 

The number of applications received in 1959 was 1,077 compared to 610 in 
1958, and our backlog at the end of 1959 was 1,165 as compared to 673 at the 
end of 1958. 

What is the average length of time it takes to dispose of one of 
these cases ? 

The statement that delay results in an increased number of conflicting appli- 
cations is evidenced by the fact that the Commission has recently designated 


for consolidated hearing groups of conflicting applications that in one instance 
totaled 59, and another 44, and another 28. 


TIME REQUIRED TO PROCESS APPLICATIONS 


What is the length of time it takes to get rid of an average case, 
uncontested and then one where it is contested before the Commission, 
but where they do not take you to the courthouse? When they take 
you to the courthouse, I understand that can last months or years. 

Mr. Coweiti. The answer to the first one, it takes roughly 14 or 
15 months to dispose of an uncontested case. 

Mr. Tuomas. That is by virtue of the fact you have a backlog and 
it requires 12 months for it to get to bat. 

Mr. Cowe. That is right. I would pick a figure of 2 years out 
of the air for the contested case. 

Mr. Tuomas. That is before the Commission alone, not when they 
take it to the courthouse? 

Mr. Cowert. That is for the Commission to dispose of it by grant 
or denial after hearing. 

Mr. Tuomas. Two years? 

Mr. Cowet. In that order. 





tI 


tl 
ce 
ay 
al 


re 
m 


ex 








> 
“9 


ly 


it 


"y 


nt 


643 


Mr. Tuomas. Nobody can control that except the parties? 

Mr. Cowart. The second part of it is not entirely within the con- 
trol of the Commission. 

The first part, the processing of applications to hearing or grant 
would be within our control if we did not have the backlog. 

Mr. Tuomas. We have already disposed of that 12 months period. 
How long will it take the Commission to decide it if there are not too 
many motions filed with the Commission? You have an argument, 
everybody is heard, et cetera. 

Mr. Dorrrer. You mean from the time designated for hearing, then 
there is a prehearing conference, then a hearing, and then there is 
leave to file exceptions and then the examiner prepares his initial 
decision, which may take all the way from—how long would the 
average be? 

Mr. Cunnincuam. In a one-party proceeding, approximately 3 
months from the time of designation to the time of initial decision. 
Then you have exceptions, then you have oral argument. 

Mr. Tuomas. That is before the Examiner ? 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Tuomas. Everything goes before the examiner before it gets to 
the Commission ? 

Mr. CunninGuam. That is correct, sir, in the way of adjudication. 

Mr. Tuomas. Then we have oral arguments, motions, briefs, et 
cetera, that must be filed. 

Mr. CUNNINGHAM. Yes, sir. 

Mr. Tuomas. How long does it take the trial examiner to handle an 
average case ¢ 

Mr. Cunntncuam. On the average, a two-party contested case is 
about 5 months from the time it reaches the examiner until the time he 
reaches initial decision. On a multiparty case, it is from 8 to 12 
months. That is, more than two contesting parties. Much depends, 
sir, upon the issues raised. 


BACKLOG OF CASES BEFORE EXAMINERS 


Mr. Tuomas. Do you have the same backlog pending before the 
examiners ? 

Mr. CunntncHam. We have at the moment 183 proceedings of all 
types pending with the examiners. 

Mr. Tuomas. How many examiners do you have? 

Mr. Cunnincuam. We have 16, sir, on regular assignment. Each 
examiner has his private secretary, which expedites the initial deci- 
sion and the handling of interlocutories. 

Mr. THomas. How many cases can one examiner dispose of during 
agood year? How many did they dispose of during 1959? . 

Mr. Cunntnauam. On an average 10.5 initial decisions, Mr. 
Chairman. 

Mr. THomas. What do you mean? 

Mr. CunnrtncHam. The decision of the examiner himself. 

Mr. Tuomas. He has not wrapped it up, though? 

Mr. CunnincHAM. He is through as far as he is concerned. 

Mr. THomas. You mean, then, the examiner completes his part of 
erento’, then, of the case, and it goes to the Commission for 

ecision ? 
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Mr. Cunnincuam. Then it is open under the law for exceptions to 
be filed and there is delay there and then of course it must be sched- 
uled for oral argument, w ‘hich the law provides for and there is further 
delay there. 

Mr. Tuomas. The examiner handles between 10 and 11 cases a year? 

Mr. CuNNINGHAM. Approximately 11 initial deci isions, Sir, an aver- 
age of about 12 cases in the hands of each examiner at all times. 

“Mr. Tuomas. What part of this tremendous backlog consists of 
matters that go before examiners, what part are uncontested, what 
part are merely routine? Here isa man who may be seeking an exten- 
sion or some change in his antenna, et cetera. What part of them are 
uncontested? This big backlog is not nearly as bad as it looks, it is? 
There are 1,161. What part is contested—20 percent, 15 percent? 

Take a good guess and you can straighten it out in the record, 

Mr. CowaiLu. Sixty percent or better go to hearing. 

Mr. Tuomas. Go into hearing? 

Mr. Cowart. Yes, sir. 

Mr. THomas. How come there are only 183 pending now before the 
hearing examiners if 60 percent of them go to hearing? 

Mr. Cowetty. He gave cases. The applications out of the broadcast 
service area at the end of January was: 566 applications are in hearing 
status. 

Mr. CunninGHAM. These are proceedings, Mr. Chairman. In some 
of them there are 60 and 65 applications, as you just mentioned. 

Mr. Cox. If you are interested in an exact figure, we are receiving 
this year, we estimate, 1,002 applications for AM licenses and we 
estimate that 490 of those will be designated for hearing, just about 
half, and the trend is up. 

Mr. Cowertt. Two years ago it was around 30 or 3314. 

Mr. Tuomas. As the field becomes more congested, there § is more 
competition, more contest, and you will have more difficulty in grant- 
ing the certificates. 

Mr. Cowettu. Yes. 
Mr. Tuomas. Time brings trouble, does it not? 
Mr. Plummer, tell us about your workload. 


Sarery AND Specrtat Rapio Services Acriviry 


Mr. Tuomas. Let us put pages 71-73 in the record. 
(The pages referred to are as follows:) 


III. Sarerty AND Specrat Rapio ACTIvIry 


A. INTRODUCTION AND SUMMARY OF INCREASES 


The safety and special radio services encompass the activities necessary for 
the discharge of the Commission’s responsibility with respect to the licensing 
of stations for the purposes other than broadcasting or common carrier. This 
group represents the use of radio by industry, business, forestry, ships, planes, 
police, etc. These estimates include hearing examiners, opinions and review, 
and Docket Division of the Office of the Secretary. 
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Actual, 1959 Estimate, Estimate, 























| 
Increase 
1960 1961 
| sis 
+ —— 
Financial requirements: | 
I | $957, 198 $1, 056, 486 $1, 194, 390 | $137. 904 
a oe celta adorn cigsistandaay 146, 063 | 141, 599 181, 225 39, 626 
a erence fomeenennenemenenntent fantom 
DN aedancescnawaseucccassdenssnesssens | 1, 103, 261 1, 198, 085 | 1, 375, 615 | 177, 530 
Manpower requirements (average employ- are 
ment): 
1. Application processing.................-- | 7.5 111.6 136. 1 24. 5 
9. Regulatory activities... -..-............. | 32.0 30.7 33.3 2.6 
3. Enforcement activities...............-.-- 5.2 5.4 5.9 5 
i eiaadiemiewen 3.1 4.6 5.0 | 4 
a a a 137.8 | 152.3 180.3 | 28.0 
| 








Summary of manpower increases requested—an increase in average employ- 
ment of 28 is requested for these activities as follows: 

24.5 for application processing which will enable us to process the expected 
increase in numbers of applications and to reduce the backlog to approximately 
6 weeks. 

2.6 for regulatory activities to provide additional employees for the formula- 
tion of new and revised rules resulting from the Geneva Conference, the neces- 
sary reappraisal of the frequency spectrum for the accommodation of high- 
speed jets and space vehicles, and the allocation to present and new services 
of split channels not yet allocated. 

0.5 for handling the substantial increase in enforcement cases particularly 
in the citizens radio service and the small boat field. 

0.4 for additional staff in the offices of hearing examiners, opinions and review 
and dockets to provide for the increased hearing activity in enforcement cases. 


B. DETAILED EXPLANATION AND JUSTIFICATION BY ACTIVITY 


1, Application processing 


This activity consists of the consideration of applications and the issuance 
of licenses for new stations as well as renewal and modification of existing 
stations in the various services. 

The Commission believes that the backlog time for processing applications 
should be consistent with the needs of industry and users of radio equipment 
and this budget proposes a 6 weeks backlog. Much radio equipment sold over 
the counter is instantly useable since dealers stock equipment that may be in- 
stalled in a few hours. Industries using radio as a tool have contract dates 
to complete construction, harvest crops, and perform tasks of a short-term 
nature, all of which are incompatible with long-term backlogs. Our experience 
has shown that with backlogs of about 6 weeks or fewer, the Commission has 
a relatively low level of status inquiries; as the backlog increases there are 
drastic increases in the number of status inquiries, and requests for expedition, 
and congressional and general correspondence, all of which is nonproductive, 
wasted work that decreases productivity. 

The following table shows the total actual and estimated workload in this 
area : 


Summary of application statistics 





Actual, 1959 Estimate, Estimate, 
1960 1961 
Applications pending beginning of year__............_..- bait 18, 785 34, 44 50, 442 
Applications received during year_................----------- 248, 927 | 310, 352 338, 622 
Total workload. ..............- eRe hn annie a arc aa 267, 712 | 344, 796 389, 064 
ener ee 233, 288 | 204” 563 348, 854 
Applications pending end of year_.._.........--..--- ee | 34, 444 50, 233 40, 001 


NTT TT eee ee eee aueon 


caakwerkodbhien | 7.7 | 9.0 6.0 
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The following chart shows the application workload in these services during the 
years 1955 through 1961: ‘ 
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2 Estimated 


Manpower requirements (average employment): Application processing 


Actual 1959 eee ; Pe te octets nied oui i . 97.5 
Estimate 1960 _..__- ; Sides is iccdahe ‘ a és ‘ . LIL6 
Estimate 1961..-_..- ta italia ae . se nae -- 136.1 
eas Eaewaanee Std A a ; . 2&5 


(a) Amateur and Disaster Services 

(1) Present status of work.—Application receipts continue to run high. At 
the end of 1959 the backlog of applications in these services had been reduced 
19 percent over 1958. In 1960 and 1961 we expect an increase of 3 to 5 percent 
in the number of authorized stations. This is partly attributable to the increase 
in youth population during the postwar period which has a large impact on 
the amateur service. A survey made in 1957 indicated that 13 percent of U.S. 
amateurs are under 17 years of age. 

(2) Workload forecast and justification supporting requirements for 1961.— 
The estimated total workload in 1961 will amount to 12 percent above 1959 
and 1960. 
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To perform this work at a rate which would result in a 5.9 weeks backlog 
at the end of 1961 an increase of 3.1 average employment will be required based 
on workload statistics shown below : 





Actual, 1959 Estimate, Estimate, 














1960 1961 
ee ot jisenededaloencihetrty nisi hensininicietiimncliighiilaiieentipspaibipstaeDipantiel inengid iit sicher liane I kT is 
Applications pending beginning of year_._.....-..-.---.------ 9, 506 7,714 15, 739 
Applications received during year.................--..--....-- | 105, 268 107, 000 113, 000 

Te abu aibeeneanae 114, 774 114,714 128, 739 
ippltontions disponed of. .. . sos 4 nn nk des ose cua one 107, 060 98, 975 115, 560 
Applications pending end of year. .......-...-...----..--..-- | 7,714 15, 739 13, 179 
Backlog in weeks_- ; 3.7 8.3 5.9 
Productivity figure 5, 273 5, 350 5, 350 
Personnel requirements 20.3 | 18.5 21.6 





(b) Aviation services 

(1) Present status of work.—During 1959 there was an unexpected increase 
of more than 5,000 applications due in great part to the activities of the Aircraft 
Operators and Pilot Association in urging installation of radio on planes. The 
manual growth in the aviation industry is also augmented by an accelerated 
program of the Federal Aviation Agency which will assure an increased work- 
load for 1961. 

(2) Workload forecast and justification supporting requirements for 1961.— 
The estimated total workload in 1961 will amount to 33 percent above 1959 and 
13 percent above 1960. To perform this work at a rate which would result in 
a backlog of 6 weeks at the end of 1961, an increase of 2.6 average employment 
will be required, based on workload statistics shown below : 








| | 
| Estimate, Estimate, 
Actual, 1959 | 1960 1961 

Applications pending beginning of year_......-- comand 546 | 3, 798 | 7, 058 
Applications received during year_.........- sims i die ein saralateaea 37, 927 | 41, 830 | 44, 405 
Total workload... re ee a 38, 473 | 45, 628 | 51, 463 
Applications disposed of sia oa agit 34, 515 | 38, 570 46, 110 
Applications pending end of year--- . | 3, 798 | 7, 058 5, 353 
Backlog in weeks. --_-.--- = a: conned 5.7 9.5 6.0 
Productivity figure. -__----- Dut aes. dddine 2, 852 | 2, 900 | 2, 900 
1 | 13.3 | 15.9 


Personnel requirements... ..--- each ee eee eee ee 12. 


CITIZENS RADIO APPLICATIONS 


Mr. Tuomas. You paint an awfully bad picture over here: “Citizens 
radio applications are being received at a rate of 6,000 per month.” 

Mr. Ptumm™enr. It is now up to about 9,000 a month. It was 6,000 
when this was written. 


NUMBER OF TRANSMITTERS 


Mr. Toomas. What was that figure of transmitters that you have 
granted in the last 10 years? 

That comes under special services. 

Mr. Ptum™er. Of the total number of 2 million transmitters that 
we used here this morning, at least 1,900,000 are safety and special. 
Those are transmitters. You understand we issue licenses for systems 
and not for transmitters. 

Mr. Tuomas. You have got to have that transmitter, though, do 
you not? 
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Mr. Prum™er. Yes. 
Mr. Tuomas. Mr. Reporter, put pages 74-76 in the record. 
(The pages referred to are as follows:) 


(c) Citizens radio 


(1) Present status of work.—Citizens radio applications are being received 
at a rate of about 6,000 per month. Since most of these are for class D stations 
(short-distance, low-power radio telephone) and an estimated 50 firms are mak- 
ing or planning to make this relatively inexpensive equipment, a steady rise in 
receipts can be expected as sales promotion plans get under way and competition 
results in lowered prices. Applications for class A (radio telephone) stations 
are increasing and a continued increase is expected since the class A service, 
available to persons in all types of businesses, has the attractive feature of 
practically unlimited point-to-point operation. Such operation is permitted in 
no other radio service to the same extent. The additional frequencies made 
available for class C (low-power radio control for models, etc.) are apparently 
responsible for some increase in applications also. The present backlog of 
applications in this service is about 11,500, and the processing rate is 60 days. 

(2) Workload forecast and justification supporting requirements for 1961.— 
Based on the present rate of receipts and estimating conservatively the impact 
of the class D stations on the application workload the requirements for hold- 
ing the backlog to 6.1 weeks will require an increase of 1.7 in average employ- 
ment, based on workload statistics shown below : 


Actual, 1959 Estimate, | Estimate, 
1960 1961 

Applications pending beginning of year selensedinase 554 | 11, 342 10, 662 
Applications received during year... .......-..-.-- = 25, 346 70, 000 80, 000 

TD CE 2) dh onbtnchadewéuddechsectiness ; 25, 900 81, 342 90, 662 
Applications disposed of Sika Se eEasUcacegesséoowcns 14, 558 70, 680 $1, 220 
Applications pending end of year ; > é 11, 342 10, 662 9, 442 
Backlog in weeks ae “ = ‘ Sie pe ok 4.0 7.8 6.1 
Productivity figure. -_-..--- 7 6, 000 6, 200 6, 200 
Personnel requirements.............-.....---..-- ovede 2.2 11.4 13.1 





(d) Industrial services 


(1) Present status of work.—The establishment of the Business Radio Service 
in 1958 accounted for over 10,000 applications in 1959 and it is estimated that 
an increase of 5,000 will occur in 1960 and 1961. During 1961 through 1963 an 
increase is expected in more complex applications, as special industrial licensees 
now operating under “grandfather” provisions will have to file applications for 
frequency and eligibility changes in order to comply with rule changes before 
deadline dates in calendar year 1963. Also, by the beginning of 1961 it is an- 
ticipated that a considerable increase will occur in industrial microwave facili- 
ties because of recent expansions in permissible microwave use. 

(2) Workload forecast and justification supporting requirements for 1961.— 
The estimated total workload in 1961 will be 29 percent higher than in 1959, 
and 15 percent higher than in 1960. To process these applications at a rate 
which would result in a backlog of 6 weeks at the end of 1961 an increase of 
11.6 in average employment will be required, based on workload statistics shown 
below : 


Actual, 1959 | Estimate, Estimate, 
1960 1961 
| | 
eS Sa Societe dleiimate 
| | 
Applications pending beginning of year__..-..-- ad : 2, 577 | 4, 505 6, 807 
Applications received during year_.__- — eae 29, 140 34, 790 41, 005 
Total workload. ................ ves ss 31, 717 | 39, 205 47, 812 
Applications disposed of. .................---...-... 27, 157 | 32, 488 42, 960 
Applications pending end of year. .......-.--- - 4, 505 6. 807 4, 852 
Backlog in weeks_._____- “ ae ine. 8.6 10.9 6.0 
Productivity figure...........__- Non . ae | R87 ROA R95 
Personnel requirements. ne 30. 6 36.3 47.9 
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(e) Land transportation services 


(1) Present status of work.—At the present time applications are being re- 
ceived at the rate of about 400 per month. Processing time is more than 70 
days from date of application filing. Applications in some of the services, 
especially the railroad radio service, are becoming more complex as applicants 
propose unusual communications systems. 

(2) Workload forecast and justification supporting requirements for 1961.— 
To keep the backlog at approximately 5.8 weeks an additional 1.0 average em- 
ployment will be required, based on the workload statistics shown below: 














Actual, 1959 | Estimate, | Estimate, 
1960 1961 

Applications pending beginning of year___...............----- | 317 | 816 | 976 
Applications [ore ee se 6, 279 | 6, 880 | 7, 655 

EE WOTRIOOG. no okc coco tittle ee i a | 6, 596 | 7. 696 8, 631 
Applications disposed of. .....................-.---- iN ie te 5, 780 | 6, 720 | ”q 770 
Applications pending end of year. -..................-.-...-.--- 816 | 976 861 
Backlog in weeks... -......._- i eccnith Sraralidn ate ali ite a Mecca 7.3 7.5 | 5.8 
I 8 li seas 705 1, 050 | 1,050 
i oo cote miadichoseenetniniien | 8.2 6.4 | 7.4 








(f) Marine services 

(1) Present status of work.—A normal yearly increase of applications was 
received in 1959. It is expected that with the staff available for application 
processing in 1960 the backlog of applications will be 10 weeks at the end of 
the year. 

(2) Workload forecast and justification supporting requirements for 1961.— 
A normal increase is also expected in 1961. With an increase of 2.3 average 
employment it is estimated that the application backlog can be brought to 6.1 
weeks, based on the workload statistics shown below: 





Actual, Estimate, Estimate, 
1959 | 1960 1961 
=a - — tS ———— — —— 
| 
Applications pending beginning of year_._.................-.-- | 4,595 | 4, 708 6, 128 
Applications received during year..................--...-.--- 30, 599 33, 340 35, 445 
IO I si i Ee ht | 35, 194 38, 048 41, 573 
Applications disposed of inci ckedpehniaautacdencuechibde 30, 486 31, 920 37, 164 
Applications pending end of year pibeeee dahtahctbe nano 4,708 | 6, 128 4, 409 
Backlog in weeks . ne anata ge ala a 8.0 | 10.0 6.1 
Productivity figure sad tae aah wit a 2,257 | 2, 280 2, 280 
Personnel requirements- es cee es : ‘abate 13.5 14.0 16.3 


(g) Public safety services 


(1) Present status of work.—The backlog of applications at the beginning of 
1960 is 2% times that in 1959. In 1960 and 1961 we expect this trend of rising 
application receipts to continue. Contributing to this trend are: Continued 
growth in the number of authorized stations requiring renewal ; provision by the 
Federal Government to match funds for new and expanded public safety radio 
facilities, particularly police and fire stations ; contemplated allocation to present 
and expected new services of those split channels not yet allocated; and the 
expected allocation to the fire, forestry-conservation, and highway maintenance 
radio services of intersystem frequencies. Making these split channels available 
Will result in the filing of increased numbers of applications. 

(2) Workload forecast and justification supporting requirements for 1961.— 
The estimated total workload in 1961 will be 33 percent greater than in 1959 and 
almost 10 percent above 1960. To perform this work at a rate which would result 
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in a backlog of 6.1 weeks at the end of 1961, an increase of 2.2 average employ- 
ment will be required, based on the workload statistics shown below: 








i ee) 

Actual, 1959 Estim ate, Estimate, 

1960 1961 

Applications pending beginning of year.___..........--..--..- | 690 | 1,770 3, 072 

Applications received during year_..................-..-...... 14, 368 | 16, 512 17, 112 
Richie arti iaticebdnieniel — supammansnantisien 

cis eteuaaintadalisieonl 15 5,058 | 18, 282 20, 184 

I kaa asics dicdi intel 13, 711 15,210 | 18, 070 

Applications pending end of year. ......................-..... 1,770 3,072 | 2, 114 
A SS eee Mpbbtbbbesben sail 6.7 | 10.5 | 6 1 

I ciel dahil 1,270 | 1, 300 1,300 
Personnel requirements..............------.-- shies slincntietrdte 10. 6 11.7 . 13.9 








COVERAGE OF SAFETY SERVICES 


tT c Co >, > . 

Mr. Tuomas (reading) : 

The safety and special radio services encompass the activities necessary for 
the discharge of the Commission’s responsibility with respect to the licensing 
of stations for the purposes other than broadcasting or common carrier. This 
group represents the use of radio by industry, business, forestry, ships, planes, 
police, et cetera. These estimates include hearing examiners, opinions and 
review, and the Docket Division of the Office of the Secretary. 


COST AND STAFF OF SAFETY BUREAU 


In 1959 the Bureau cost $1,103,000; in 1960 it went up to $1,198,085, 
This year it shows an increase of $177,530. : 

Employmentwise in 1959 you had 137 people, in 1960 you had 
152, and you go up to 180 this year. 


BACKLOG IN SAFETY SERVICES 


How far are you behind? 

Mr. Prummer. At the present moment our average backlog is 26 
days but there is a variation between services. It varies between 10 
and 60 days. 

Mr. Tuomas (reading) : 

Much radio equipment sold over the counter is instantly usable since it is 
dealers’ stock equipment that may be installed in a few hours. Industries 
using radio as a tool have contract dates to complete construction, harvest 
crops, and perform tasks of a short-term nature, all of which are incompatible 
with long-term backlogs. Our experience has shown that with backlogs of about 
6 weeks or fewer, the Commission has a relatively low level of status inquiries— 
It shows here applications pending at the beginning of 1959, 18,785; 
for 1960, 34,444; and your estimate for 1961, 50,442. How accurate 
is your 34,444 for the first 6 months of this year ? 

Mr. Cox. That was an accurate count at the beginning of the 
year. 

Mr. Tuomas. That is a firm figure? 

Mr. Ptummer. Yes. 

Mr. Tuomas. You had that at the beginning of the year. 

Mr. Puummer. The 1961 figure is the estimate. 

Mr. Tuomas. Applications received during the year 1959, 248,927. 
That goes up with a 60,000 increase to 310,352. Next year you esti- 
mate it will go up about 28,000—to 338,622. 
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Your disposition column indicates 233,268 disposed of in 1959. 
How many did you have in 1959? Two hundred and forty-eight 
plus 48266, 000, and you got rid of 233,000. You had a backlog of 
33,000 going into the next year. Does that check with the top figure? 

Mr. Cox. Precisely. 


LICENSES DISAPPROVED IN SAFETY SERVICES 


Mr. Tuomas. How many of these did you turn down, Mr. Plummer? 

Mr. PLumMer. We turned down practically none. We find defec- 
tive applications, we send them back, they correct them, they come 
in corrected, and we grant them. 


AUTOMATIC DATA PROCESSING IN SAFETY SERVICES 


Mr. Tuomas. Your field of activity is very susceptible to mechani- 
cal equipment ? 

Mr. PLumMer. We hope it is in the long run. 

Mr. Tuomas. What do you mean “you hope”? You are an expert 
at this. You have been thinking about this for a long time. When 
are you going to get rid of this backlog? 

Mr. PLummer. I would like to point out, I don’t believe 

Mr. Tuomas. Do you know what the Veterans’ Administration did 
inthe Insurance Division after about 3 years? You phone over there 
and ask them. It is worth your doing something about it. 

Mr. Piumaer. I would like to achieve a situation with machines 
where there is not a linear relationship between manpower and ap- 
plication output. That is one of the great difficulties now. When 
my application income goes un a hundred thousand, my necessary 
labor goes up in proportion. That would be, to my mind, the greatest 
achievement you can get out of machines. With this linear relation 
that now exists, I think it comes down to the policy used for a backlog 
at the end of the vear. You will notice we are proposing a backlog. 

Mr. Tuomas. There is no use of buying the machines unless they 
will save time and help you. 

Mr. PLtum™er. We propose a backlog of 6 weeks for ending 1961. 





MANPOWER REQUTRED TO BECOME CURRENT 


Mr. Tuomas. What will it take to get you current in the way of 
manpower, and what do you call current? One of your customers files 
one of these applications and he wants it the day before he reaches 
your office because he needs it and expects it. A man is trying to get 
him a certificate for a big TV station. He knows he has a bear by 
the tail and has to go through a scrap with everybody in the industry. 
He does not. expect it overnight but your customers do. 

Mr. Pucum™er. Assuming the basis that this budget is figured on, it 
would take about $14,000 additional for 1 week’s reduction. In other 
words, this is based on 6 weeks. It would take $14.000 more for a 
5-week backlog, $28,000 for a 4- week backlog, and $42,000 for a 3-week 
backlog. The definition of what is current, I think you put your 
fnger on. It depends on who you are and where you stand. We find 
there are some people that want their licenses immediately when they 
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buy the piece of equipment and, there are other people who are willing 
to wait 2 months. 


Mr. Jonas. Mr. Chairman. 
Mr. Tuomas. Mr. Jonas. 


CORRECTING FAULTY APPLICATIONS 


Mr. Jonas. Mr, Plummer, you said practically none of the applica- 
tions that come to your Department are rejected. 

Mr. Prummer. That is right; asa final thing. 

Mr. Jonas. But that you do spend a lot of time picking out flaws 
in applications and defects and send them back and have them cor- 
rected. Now, why can’t you eliminate a lot of paper shuffling that 
way and correct these, if they are ministerial errors, yourself, and 
go ahead and act on the application? You are going to approve it 
anyway. Why waste all this time sending these back? Couldn’t you 
save a lot of time not sending all these minute defects back for cor- 
rection ? 

Mr. Piummer. First, let me say they are not all minute defects 
and ministerial errors. There are cases that have to do with the 
tower air hazard that we have to send back and say, “Mister, move 
your tower; make it a little lower or come up with another proposi- 
tion.” We have cases in our correlation with Canada where we have 
to go to the applicant and say, “We cannot get agreement with 
Canada. Let us try another frequency.” 

Mr. Jonas. You do not send applications back for unimportant 
errors ? 

Mr. Piummer. To go to another step, it depends again on what you 
consider unimportant. For instance, the law requires all of these 
applications to have a notary’s verification on it. A fair percentage 
of them come in unverified. We have to send those back. We handle 
all we can. If we understand what they are talking about, we actual- 
ly type out new licenses. I would say that to some of the people it is 
something like going to school, 70 is a passing mark but actually you 
have to have a hundred percent or very near it to pass our applica- 
tions. We do not ask any more questions than necessary. 

Mr. Jonas. Thank you. 


AUTOMATIC DATA PROCESSING 


Mr. Tromas. I hope you will put your very fine mind to the subject 
of getting some data-processing equipment. I imagine you can cut 
down your backlog over there overnight with some equipment. The 
problem is figuring out exactly what you need. By the time you get 
all these experts they will figure it out for you, don’t worry, and you 
will pay for it. 

They will develop it for you and the development cost will be right 
in that rental you will pay, but they will come up with your answers. 


AMATEUR AND DISASTER SERVICES 


Mr. Tuomas (reading) : 


Application receipts continue to run high. At the end of 1959 the backlog of 
applications in these services had been reduced 19 percent over 1958. In 1960 
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and 1961 we expect an increase of 3 to 5 percent in the number of authorized 
stations. ; 

This is partly attributable to the increase in youth population during the 
postwar period, which has a large impact on the amateur service. A survey 
made in 1957 indicated that 13 percent of U.S. amateurs are under 17 years 
of age. 


This table is quite interesting: 


Applications pending beginning of year, 9,506 in 1959; 1960, 7714; estimated 
for 1961, 15,739. 

Your estimate will double in 1961. You received 105,000, 107,000, 
and 113,000 in the 3 years 1959, 1960, and 1961. You disposed of 
107,000, 98,000, and 115,000. These are the ones that we affectionately 
call the “ham” radio operators? 

Mr. Hype. Yes. 


BACKLOG OF AMATEUR APPLICATIONS 


Mr. Tuomas. What would you say in terms of days or weeks you 
are behind here ? 

Mr. Ptummer. At the present moment we are running about 30 
days behind. 

{r. Tuomas. How many of these do you turn down? 

Mr. PtumMer. Once in a great while we have one where character 
qualifications are involved. I would say not over two or three a year. 

Mr. Tuomas. This activity serves a very useful purpose to the 
young folks. Of course, 10 or 15 years later this is the group that 

ecomes your experts in the field. 

Mr. Prummer. I would like to point out one thing. There is a 
fair percentage of people that do not pass the examination for an 
amateur operator license, but they come back the second and third 
time, generally, and take it, so the one or two cases I talked about 
were those that passed the examination but have other problems. 

Mr. Tuomas. What are their other problems ? 

Mr. Piummer. Such as character qualifications, criminal record, 
or some other problem. 

Mr. Hypp. Cheating on the examination ? 

Mr. Prummer. Yes. 

Mr. Evins. Will the chairman yield? 

Mr. Tuomas. Surely. 


COORDINATION WITH GOVERNMENT AGENCIES IN FREQUENCY 
ASSIGNMENTS 


Mr. Evins. What is your problem with respect to the turbojet 
type planes in the jet age in communications? How is the Commis- 
sion concerned and how does it function and how do you cooperate 
with the Department of Defense and the Air Force? 

Mr. PLtumMer. You understand we license all planes that are pri- 
vately owned by the air transport companies. We also license all 
private ground facilities. 

Mr. Evins. Their communications systems? 

Mr. Piummer. Yes, their communication systems. Over the last 
few months we have been receiving requests from the Federal Avia- 
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tion Authority to make quite radical changes in our frequency allo- 
cation and assignment methods simply because the jet aircraft travels 
so much faster. 

As I understand it, they are putting in new traffic control systems 
and therefore it reflects on us to make changes in the methods of 
assignment of frequencies. 

Mr. Evins. Do you assign all frequencies to the Air Force and the 
Department of Defense? 

Mr. Prummer. No. The President does that. The frequencies, 
generally speaking, for air traffic control are jointly used by the De- 
partment of Defense and civilian industry. 

Mr. Evins. If the President assigns them and the DOD assigns 
them, that is what I am trying to find out. In what area does the 
FCC operate ? 

Mr. el In all civilian planes and ground facilities. 

Mr. Evins. Military aircraft? 

Mr. Ptummer. No. The Government issues those licenses. We do 
not have any operations. 

Mr. Evins. In other words, you issue licenses to commercial jet 
carriers ¢ 

Mr. Prummer. Yes. 

Mr. Eyrns. In issuing those, you study the frequencies that have 
been issued by the Defense Department ? 

Mr. Prummer. No. 

Mr. THomas. You license the personnel only? 

Mr. Dorrrer. If I may explain, the spectrum is divided between 
Government and non-Government. It is not in consecutive order but 
that which has been assigned to civilian use is that over which we 
have jurisdiction. There are occasions when we deal with each other 
almost like foreign nations, where we trade back and forth, or they 
ask us for some frequencies and we consent. Very seldom do we ever 
get any back, but what they have they administer themselves. 

Mr. Cross. Some are joint. 

Mr. Dorerrer. There are some joint uses. 

Mr. Evins. When Congress set up the FAA it put Mr. Quesada in 
a position to control the space and he claims to be controlling space. 
I was trying to find out for my own information what part the FCC 
plays in this. 

Mr. Piummenr. I think the work is created by Mr. Quesada in the 
fact he is changing the air control system. He is modifying it and 
modernizing it. 

Therefore, the methods of which we assign frequencies and the 
specific frequencies to commercial aircraft and commercial ground 
stations are also in process of being changed. 

For instance, he has got three more megacycles added for more sir 
traffic control frequencies. We have to put those in our rules. We 
have to authorize the aircraft to use them. 

Mr. Evins. Are you asking for more personnel and more money for 
this service? 

Mr. Pium™er. Yes. 
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Firetp ENGINEERING AND MONITORING 


Mr. Tuomas. Let us take a look at field engineering. 
Insert pages 81 through 85 in the record. 
(The pages referred to are as follows :) 


IV. FIELD ENGINEERING AND MONITORING ACTIVITY 
A. INTRODUCTION AND SUMMARY OF INCREASES 


The Commission operates a field organization because it is needed to enable 
the Commission to discharge its obligations under law and treaty. Field engi- 
neering and monitoring work is performed by staff located in a Washington 
headquarters and 49 offices and monitoring stations throughout the United States 
and Puerto Rico. It consists of three basic activities: enforcement, application 
processing and licensing, and monitoring. Also included under this heading and 
in this section, in addition to the staff of the field engineering and monitoring 
pureau (FEMB), is some manpower of the Office of Hearing Examiners and the 
Office of Opinions and Review. 

Enforcement includes the physical inspection of radio stations to determine 
compliance with the Communications Act, Commission rules and regulations, 
and other laws; investigation of interference complaints and unlicensed opera- 
tions; and administration of parts 15 and 18 of the rules covering industrial, 
scientific and medical equipment. 

Application processing and licensing covers licensing of stations and examina- 
tion and licensing of radio operators, both amateur and professional ; issuance of 
safety certificates to vessel owners or licensees; and examination of applications 
for compliance with rules governing antenna placement, marking, and lighting. 

Monitoring covers the identifying, observing, and measuring processes which 
help insure proper operating procedures and signal characteristics of radio 
stations. 

Hearing work on matters directly connected with the conduct of this activity 
is included here. 





1959 actual | 1960 estimate | 1961 estimate Increase 
Financial requirements: 
Personal services . $2, 328, 087 $2, 428, 30" $2, 548, 594 $129, 2°8 
Other ojects - bs 6 i 739, 974 740, 770 772, 434 31, 664 
Ett eentiaate a ee 3, 068, 041 3, 149, O7¢ 3, 321, 02° 151. 952 
Manpower requirements (average employ- | 
ment): | 
1, Fnforecement | 108, 2 114.0 | 190.8 6.8 
2. Annlication processing and licensing 83.3 | 24.7 | 0.3 5.6 
3. Monitoring : 158.0 | 158. 0 161.9 3.9 
4. Hearines ‘ : | 1.8 2. 5 st 
Ns oetintescen heeded dees 348. 4 | 358. 4 375.5 17.0 


Summary of manpower increases requested: An increase of 17 is requested 
for these activities as follows: 

6.8 for enforcement as follows: 3.4 for the investigation of TV booster instal- 
lations and CATV systems operations wherever interference exists or com- 
plaints are received, and 3.4 for inspection work in the rapidly expanding 
citizens radio and small boat services. 

5.6 for application processing and licensing as follows: 1.8 to determine 
whether antenna systems are in conformity with part 17 of the rules pertaining 
to air safety, and 3.8 for revision of the Commission’s operator rules and for 
the upgrading and bringing current our operator examination questions and 
oficial Commission operator study guides. 

89 for space monitoring and for the development and installation of special 
equipment in connection therewith. 

0.7 for hearing work to handle increasing hearing proceedings involving 
operator licenses and interference matters. 


§3225—60—pt. 2 42 
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B. DETAILED EXPLANATION AND JUSTIFICATION BY ACTIVITY 


1. Enforcement 


To insure effective compliance with radio laws, treaties, and regulations 
FCC engineers inspect all classes of radio stations authorized by the Commis. 
sion in accordance with standards, methods, priorities, and procedures estab. 
lished by the headquarters’ staff. Of equal importance is the job of locating 
radio stations involved in clandestine, unlicensed, unidentified, or illegal opera. 
tions and procurement of evidence for prosecution. Other responsibilities 
include determining sources of harmful interference to radio services including 
broadcasting (AM, FM, and TV), air navigation aids, government and com- 
mercial communications with special emphasis on safety of life and property, 
Engineers perform technical studies of the various radio services; make a 
great variety of engineering measurements at or in the vicinity of the trans. 
mitter and perform other technical functions essential to enforcement, In go 
doing, they ascertain technical facilities required by field engineers and, as 
required, develop, construct, or modify specialized equipment not commercially 
available. As an adjunct to making engineering measurements to determine 
degree of compliance by radio stations with the technical provisions of the 
Commission’s rules, our engineers also develop data for use in rulemaking and 
frequency allocation proceedings. 


Manpower requirements 1959 actual | 1960 estimate | 1961 estimate Increase 
(average employment) 
i 


ne oknaneee nae 32. 5 35. 3 
(b) Investigations. -__- bites is aaee 55. 3 59.7 63 
oe ere ee ne era oe | 18.4 18.4 US A, 26, eae 
ie — — — = - ans 
i itctnatsipteciasitnttadcdanpewaeitendpemaiiies 106. 2 114.0 120.8 6.8 








(a) Inspections 


(1) Present status of work.—In 1949 there were approximately 266,000 
radio transmitters authorized by the Commission, while in 1960 this number will 
have increased to approximately 2 million. Concurrently, enforcement person- 
nel has dropped from 174 in 1949 to 114 in 1960. Despite this tremendous 
increase in authorized stations it has been necessary to curtail the number of 
station inspections for all services from 12,495 to 5,078 during this 10-year 
period because of the steady reduction in personnel. In 1949 violation notices 
were issued to 25 percent of the stations inspected, while currently 42 percent 
of those inspected fail to comply with the rules. Lack of adequate enforcement 
results in deterioration of service to the detriment of the general public. The 
following table gives a comparison of the inspéction work accomplished and 
anticipated during 1959, 1960, and 1961: 





Class of stations and violation notices 1959 actual | 1960 esti- 1961 esti- | Increase 
mate mate | 
nee 
Voluntary ship inspections__........- | 1, 675 | 2, 000 3, 000 | 1,000 
Violation notices. ; : | 924 1, 100 1, 600 | 500 
Broadcast inspections -_- eS ad : 1, 048 | 1, 200 1, 300 | 100 
Violation notices - : 655 | 750 | 800 | 50 
Other than broadcast (excluding ship and amateur) | | 
inspections ein 7 | 4, 030 | 6. 000 6. 500 500 
Violation notices. 1, 447 | 2, 150 | 2, 330 | 180 
Authorized stations '__- | 524, 566 | 610, 000 | 710, 000 | 100, 000 
Total number of inspections_-__ 6, 753 | 9, 200 10, 800 | 1, 600 
Total violation notices served - of 3, 026 | 4. 000 | 4, 730 | 730 








1A single authorized station may comprise 1 or more land, and in excess of 100 mobile, transmitters. 


In 1949 more than 9 percent of the stations authorized were inspected while 
in 1960 only 1.5 percent of the authorized stations can be inspected. Although 
limited in effectiveness, aS already shown, the only available method of enforce- 
ment remaining with the reduced complement of engineers assigned to inspection 
duties is by means of sampling. However, sampling is an accurate indication of 
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areas of noncompliance only when the number of stations inspected in each radio 
service throughout all geographical areas is sufficient to provide a true barometer 
of conditions. We have already demonstrated in this justification that failure 
to make an adequate number of inspections in any radio service results in poor 
technical compliance. Disregard for the law by operating personnel, station 
licensees, manufacturers, and service representatives naturally and normally 
follows. For instance, a recent nationwide survey disclosed that 24 percent of 
the private aircraft stations were unauthorized. It has also been found that a 
disturbing number of standard broadcast stations subject to section 3.93(c) of 
the rules have failed to meet the minimum operator requirements. Also, during 
the past year there have been numerous cases where stations in the industrial 
services have completed construction and begun operation illegally before any 
authorization was granted by the Commission. 

The recent adoption of the rules permitting class D citizens’ stations is rapidly 
developing into a major enforcement problem. In 1960 there are expected to be 
70,000 citizens’ stations licensed and an additional 80,000 in 1961. Widespread 
violations by class D licensees are requiring special emphasis and problems will 
undoubtedly increase as the band becomes saturated. 

During 1959 there was an increase of 17 percent in the number of small boats 
licensed by the Commission, bringing the number of licensees in this service to an 
all time record total of 73,000. This rapid increase in ships operating on the 
limited number of radiotelephone frequencies, and the general disregard for the 
Commission’s regulations by many licensees, has seriously interfered with the 
use of these frequencies for safety and emergency purposes. Many small-boat 
licensees, particularly fishermen, regard the radiotelephone frequencies, includ- 
ing the distress frequency of 2182 kilocycles, as a party line without due 
consideration for the rights and safety of others. Enforcement of the ship radio- 
telephone regulations is a tedious and difficult problem which requires unrelent- 
ing effort year after year. The following are quotations from two recent com- 
plaints of widespread misuse of the marine channels: 

“Concerning my reason for failure to have frequency 2182 on when called by 
Coast Guard plane, I was on this frequency on several occasions before, when 
abuse of all sorts have come over the air and it caused much embarrassment to 
my passengers, as well as myself. The only way we have been able thus far to 
keep our people from listening to such abuse and profanity is by switching the 
set off.” (written statement dated July 19, 1959, from William R. Whitaker, 
master of the vessel Sally D). 

“On numerous occasions vessels have attempted to call other vessels on 2182 
kilocycles and were unable to contact the other vessel, either due to the fact that 
the vessel being called was not keeping watch on 2182 kilocycles or that 2182 
kilocycles was too busy. During summer months every yacht and pleasure craft 
on the Atlantic coast appears to use 2182 kilocycles as not only a calling fre- 
quency but also as a transmitting frequency. In cases of emergency it would be 
virtually impossible to be able to reach assistance through 2182 kilocycles.” 
(letter from Seafood Producers Association, dated January 23, 1959). 

(2) Workload forecast and justification supporting requirements for 1961.— 
The continued growth of stations in broadcast and other than broadcast services 
such as public safety, industrial, aviation, land transportation, et cetera, will 
require additional inspection effort. 

The expansion of citizens radio to an estimated 200,000 licensees will require 
stepped up field enforcement action. With the 50,000 citizens stations presently 
licensed, enforcement action to date has required the issuance of at least 100 
citations per month. Problems will increase as the band becomes more crowded 
since this is a new group of licensees with terrific potential for interference and 
other more serious violations if allowed to develop uncontrolled. 

On the basis of the present rate of expansion the more than 73,000 small radio- 
telephone equipped boats now licensed will have increased to at least 90,000 by 
the end of 1961. Enforcement problems will multiply with this increased use 
of the limited radio frequencies. Experience indicates that the only effective 
method of stopping the use of the 2182 kilocycles distress frequency as a party 
line and misuse of the other marine radiotelephone frequencies is to maintain 
enforcement pressure commensurate with the growth of the service. 

It is estimated that a minimum increase of 3.4 average employment will be 
required to maintain a moderately effective inspection program in 1961. Em- 
ployees provided by this increase will be assigned to overall inspection activities 
with particular attention to be given to problem areas. Work will be shifted to 
accomplish this purpose. 
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LICENSING IN THE FIELD 


Mr. Tuomas (reading) : 


Field engineering and monitoring work is performed by staff located in g 
Washington headquarters and 49 offices and monitoring stations throughout the 
United States and Puerto Rico. It consists of three basic activities—enforce. 
ment, application processing and licensing, and monitoring. Also included under 
this heading and in this section, in addition to the staff of the Field Engineering 
and Monitoring Bureau (FEMB), is some manpower of the Office of Hearing 
Examiners and the Office of Opinions and Review. 

Why do you license the ham operators and the engineers and the 
field takes the regular licensing proposition? Couldn’t that be com- 
bined in one oper ation ? 

Mr. Turner. Mr. Chairman, Mr. Plummer and I have engaged in a 
study to make a determination as to what extent interim licenses can 
be issued to amateurs in the field similar to the same type of operation 
that we are engaging in in the ship field, in the small boat field. We 
have been issuing, as you probably remember, in the neighborhood of 
12,000 interim licenses to small boat owners for the past 2 or 3 years, 
We have a similar program that we are working up with reference to 
amateurs. This study is currently underway and we expect to con- 
clude it shortly. 

Mr. Tuomas. You have been doing the same work now for years and 
years. 

Would there be any time saving or any administrative costs in com- 
bining the two operations? You have 49 field offices. That is where 
you do your work, Mr. Turner. 

Mr. Plummer does his up here in the District of Columbia. 

Mr. Turner. Yes, sir. 

Mr. Tuomas. One is not any more complicated than the other. If 
it is good to do one in the field it ought to be good to do both of them in 
the field. 

I don’t know. That isthe reason I am asking you. 

Mr. Turner. In the ship field it has been proven profitable. 

Mr. Tuomas. That is the smallest part of your activity. 

Mr. Turner. In the amateur field we anticipate we should be able 
to equal the same type of operation that we are performing in the 
small boat field. The study we are making to date indicates that is 
true. We expect to take facts and figures on this to the Commission 
in very short order. 

MONITORING 

Mr. Tuomas (reading) : 

Monitoring covers the identifying, observing and measuring processes which 
help insure proper operating procedures and signal characteristics of radio 
stations. 

You help find lost ships and planes, don’t you ? 

Mr. Turner. Yes. 

Mr. THomas. You license these to do a little ordinary listening to 
see what is going on in your own field of endeavor. 

Mr. Turner. In regard to the conve rsation which took pl: ice this 
morning with reference to our monitor ing activities, Chairman 
Doerfer pointed out that we have, throughout the years, reported to 
this committee of Congress 
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Mr. THomas. We are not arguing with you about that. We know 
what you reported. I am asking you why you did not do a little more. 

Mr. Turner. We are fully occupied in making technical determina- 
tions of the external effects as required under the act of all radio 
stations throughout the spectrum. Broadcast activity is a small part 
of the whole—less than 1 percent, a very small part of 1 percent, I 
should say, of the entire spectrum. 

Mr. THomas. The act does not require you to help locate a lost plane 
or lost ship, does it? 

Is that written out in your act ? 

Mr. Turner. That is right. 

Mr. Tuomas. It is? 

Mr. Turner. No. I say I agree with you. 

Mr. Tuomas. You could set up a half dozen people to do a little 
ordinary listening, could you not? 

Mr. Turner. We—— 

Mr. Tuomas. The answer is yes, Judge. We won’t belabor it any 
longer. 

Mr. Turner. Let me say we listen to the extent we have to identify 
every station that we measure. 

However, in making measurements 

Mr. Tuomas. But you are not listening to what he says. 

Mr. Turner. No, because we have to superimpose on that carrier 
a beating oscillator which destroys the content and we could not listen 
if we wanted to in carrying out our measurements. In regard to 
whether or not we listen to the program content, if we get into that 

Mr. THomas. Mr. Turner, you are a very able man. We admire 
you. You are bright and smart and everything else. 

Mr. Turner. I was going to say, Mr. Chairman, it would take a 
terrific staff. 

Mr. Tuomas. You want 17 men. You have 358 in your Bureau now. 
You want to step it up to 375. You had better figure out how you 
can doa little listening around here generally. 








NUMBER OF TRANSMITTERS 


This is a nice table. In 1949 you had 266,000 transmitters. Now, 
you are up to 2 million. That is really growing, is it not? 

Mr. Turner. That is right. 

Mr. Tuomas. In 1949 there were approximately 266,000 radio trans- 
mitters authorized by the Commission, while in 1960 this number will 
have increased to approximately 2 million. 

You talk about growing. The industry is sure growing, is it not? 
What is the difference between a station and a transmitter? 

Mr. Turner. A station, as Mr. Plummer pointed out, is authorized 
by the instrument of authorization and that covers many transmitters 
as a rule; some of them as many as one or two hundred different trans- 
mitters in the one instrument of authorization. 

Mr. Tuomas. There has to be a station before you can have a trans- 
mitter. If he has a transmitter that is not authorized, you are going 
to be on him. 

Mr. Turner. That is right. We have to check each individual 
transmitter because each one is a potential violator in terms of caus- 
ing interference. 
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INVESTIGATIONS 


Mr. Tuomas. Let’s take up “Investigations.” Put the appropriate 
parts of pages 85 and 86 in the record. 
(The pages referred to are as follows:) 


(b) Investigations 


(1) Present status of work.—Investigations are made to locate radio stations 
and operators involved in clandestine, unlicensed, unidentified, or illegal opera- 
tions; procure evidence for criminal prosecution, or for cease-and-desist action, 
and to locate and eliminate interference to authorized radio communications 
and broadcast services. Many investigations of interference and illegal opera- 
tion concern radio communications on which the safety of life and property 
depend. The majority of complaints involve interference to television and 
radio broadcast services. 

In 1959 the number of interference complaints reached a new high of 24,036 
as compared to a total of 22,715 the previous year. Among the devices causing 
interference are licensed radio stations, radiating receivers, welding devices, 
industrial heating equipment, high voltage powerlines, neon advertising signs, 
fluorescent lighting equipment, electrical appliances and machinery, radio garage 
doors, and radio novelties and toys. 

The number of investigations of unlicensed operation increased largely because 
of the increase in the number of unlicensed television boosters and problems 
related thereto. Competition between unlicensed TV boosters and CATV systems 
is so great in some areas that deliberate interference has been created to degrade 
television signals. It is estimated that there are possibly 1,000 unlicensed TV 
boosters. The Commission’s engineers have investigated over 400 such cases. 
As travel and manpower permits and public demands or complaints require, 
investigations reach into new remote areas of the country. 

The fact that the workload of investigations of all types is increasing is 
further indicated by the increase in the number of investigative cases which 
require Washington action. These cases increased from 638 in 1958 to 785 in 
1959. A typical investigative case file contains many reports from a field office, 
exhibits, correspondence, and records of action taken by the Washington office, 
all adding up to thousands of man-hours. 

Interference complaints totaled 24,036 (actual) in 1959 and the total for 1960 
will be 25,500 (estimated). A future increase of 1,000 per year is a conservative 
estimate. The Commission continues to seek the cooperation and help of citizen 
and industry groups in eliminating interference. Frequent contacts in inter- 
ference problems are made with the radio interference committee of the Society 
of the Plastics Industry, the induction and dielectric heating subcommittee of 
the American Institute of Electrical Engineers, the joint industry committee 
on high frequency stabilized are welders of the National Electrical Manufac- 
turers Association, cooperative interference committees, and the hundreds of 
television interference committees throughout the country. 


Investigation workload statistics 





1960 1951 
Type of investigation 1959 actual | estimate estimate Increase 

NNR odin cee cencnninn~ipesse bd we Raia beni 15, 511 17, 000 | 18, 000 | 1, 000 
Tilegal operation __--- ; “ae ; 993 1, 100 | 1, 200 | 100 
Unlicensed stations (other than boosters, aircraft, and | | | 

ships) __- lalla lla lien et hinctieadeainn ae — 114 120 130 10 
Unlicensed boosters ; 215 300 350 50 
Community antenna TV systems ‘. ‘ 5 50 100 50 
Indecent language hgebtecmnninn ; | 24 15 10 sie 
Industrial heaters__.......-.--- Sis ae 142 200 200 |... wthal 





(2) Workload forecast and justification supporting requirements for 1961.— 
Additional manpower is necessary in investigative work to cope with the prob- 
lems of interference and unlicensed operation. Operation of unlicensed TV 
booster installations is a growing business. Because of the Commission’s prob- 
lems in controlling unlicensed TV boosters, it is expected that the field staff 
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will be requested to increase their activities in this phase of investigation. In 
addition, deliberate interference between competing boosters and CATV systems 
necessitates more work and travel in these investigations. 

Investigative activity in the New York City area is increasing in order to 
dear that area of interference to air navigation radio aids, police, defense, and 
other communications systems, and to television and radio broadcast services. 
It will take some time and considerable effort to bring the hundreds of small 
plastics heat sealing plants into compliance with the rules. 

In Denver, Colo. a situation has developed where radio-controlled garage doors 
are causing interference to military air-to-ground communications at Lowry 
Air Force Base. We have information that there are thousands of nonconform- 
ing garage door devices in various parts of the country which could develop into 
serious interference situations. Many of these devices were installed before 
they were regulated by the Commission. 

Use of unlicensed radio in beating-the-bookies at racetracks continues. Be- 
cause the transmitting devices can be readily concealed in the operator’s cloth- 
jng and the transmissions are of extremely short duration, investigation of this 
activity is tedious. Little time has been available for this type of investigation. 


VIOLATIONS 


Mr. Tuomas. You are cutting down interference. There were only 
17,000. Those are round numbers. Do you count each one of those? 
Illegal operations were 1,001. What is an illegal operation ? 

Mr. Turner. A violation of the Communications Act, particularly 
section 301, which requires a license before they can operate. 

Mr. Tuomas. After he gets that paper he can still commit a thou- 
sand and one violations, can’t he? 

Mr. Turner. That would be a violation of a regulation as a rule 
and we would not consider it with the same degree of importance. 
We have what we call major and minor cases. 

Mr. Tomas. I notice you want six or seven extra people to rewrite 
the rule book. 

Mr. Turner. So far as operators licensing is concerned, 


OPERATOR RULES 


Mr. Tuomas. That is not you. That is another division over here. 
How current are your rules and regulations? 

Mr. Turner. Mr. Chairman, in regard to the operator rules, which 
are the responsibility of our Bureau, we have only been able in the 
past 6 or 8 vears to pick away at ita rule at atime. This entire section 
needs revision. 

It will need revision, not only on the basis of keeping it current 
with the state of the art, but also as a result of the international con- 
ference which has just concluded in Geneva. 

Mr. THomas. With all that big staff you have, it appears to me you 
ought to be able to keep current with your rules and regulations. You 
ought to do that first. 

How many vacancies did you have in your Bureau as of January 
1, Mr. Turner? 

Mr. Turner. We have approximately eight, sir. 

Mr. Tuomas. You are only asking for six to make the new rules 
and regulations. 


Mr. Turner. In that particular section we have three people. 
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INCREASE IN CLASS D CITIZENS STATIONS 





Mr. Evins. You stated that— 


the recent adoption of the rules permitting class D citizens stations is rapidly 
developing into a major problem. 

Tell us about this. 

Mr. Turner. As Mr. Plummer indicated, this particular service has 
grown like Topsy. We are licensing in the neightborhood of 9,000 
of these per month. 

Mr. Evrns. Class D citizen stations? 

Mr. Turner. That is right. Because of this great overnight growth 
of a new service, we are finding that the people who apply for licenses 
are completely unfamiliar with the Communications Act, the Commis- 

sion’s regulations, and the penalties that are applic able in the event 
they operate in violation. 

We are finding much of this new equipment they are using is not 
capable of maintaining frequency. We are issuing citations at the 
rate of in excess of 100 per month for off-frequency operation of 
these particular devices. We find they are improperly using this 
equipment, oftentimes to serve as miniature broadcasters. 


CITATIONS ISSUED FOR VIOLATIONS 


Mr. Evins. Do you permit them to operate pending investigation? 
It says “Class D.” We are not technicians. I am not. I want the 
information. You say it isa major enforcement problem. What are 
you doing to enforce them 

Mr. Turner. We issue citations to those stations we find in vio- 
lation. I said we issue a hundred a month for off-frequency viola- 
tions and we have rules that are violated such as failure to identify, 
operating with other services that they are not authorized to operate 
with, acting as broadcasting stations, broadcasting programs for local 
entertainment purposes. 

Mr. Evins. If you find one not operating according to your rules 
and regulations, what do you do? 

Mr. Turner. Issue citations and also report the violation to the 
Special Radio Services Bureau, which is the operating Bureau in 
charge of this particular service; the ones who can apply sanctions. 

Mr. Evins. Where are they located ? 

Mr. Turner. All over the United States. 

Mr. Evins. 9,000 are approved in a month ? 

Mr. Turner. Yes. 

Mr. Evtns. How many are rejected a month? 

Mr. PiumMer. Essentially none. 

Mr. Evins. How many do you find illegally operating under your 
rules ? 

Mr. Turner. Approximately a hundred a month. 

Mr. Tuomas. What is the nature of these stations? 

Mr. Piummer. Small business like the TV repairman, oil burner 
repairman, plumber, electrician, carpenter ; in some cases individuals 
who are going hunting and fishing; and caravan operations, They 
use five watts of power. This particular unit here is typical of what 
is being sold for 5 watts of power and with a range of from 1 to 1 
miles. 
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Mr. Tuomas. How will there be any terrible violation with one of 
these little weak units? 

Mr. Ptummer. We have to maintain some order. 

Mr. Tomas. Mr. Turner gave Mr. Evins a big figure about the 
violations, 

Mr. Evins. It is a major violation problem. 

Mr. Turner. They are also major sources of interference to TV 
reception, 

We have had quite a number of complaints from listeners in their 
neighborhood. 

Mr. Tuomas. Tell Mr. Evins the nature of the violation. What 
does he do? He has a little weak station and talks for a mile and a 
half or 2 miles. What is the state of the violation you are complain- 
ing about? Tell us so we can understand it as ordinary laymen. 

Mr. Turner. These stations operate off frequency, as I pointed out, 
and can interfere with any radio service operating in that portion 
of the spectrum as they do. We find also, Mr. Chairman, that they 
do not just cover a local range of 5 or 10 miles. We find these stations 
are actually communicating, under favorable propagation conditions, 
from coast to coast. They are capable of causing interference to the 
safety services, to aviation. They are of major concern and major 
consequence to us. This particular service that we are pointing out 
is out of control at the present time and because it is a new service, 
we feel we should get on top of it. We should get on top of it now 
and not wait 5 years, as we had done in maybe some other instances. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


OPERATOR LICENSING 


Mr. Tromas. Let us take a look at licensing. 
Put pages 91-93 in the record. 
(The pages referred to are as follows :) 

b) Operator licensing 


(1) Present status of work.—The radio operator licensing workload in 1959 is 
compared with the years 1960 and 1961 in the following tabulation: 








j | | | 
Radio operator applications | 1959actual | 1960esti- | 196lesti- | Increase 

| mate | mate 

| | 
ae Ty: eae ; | "3 ier er } nice 5 rm eit; 7! | — 
NUL. . ict cseudatecennesassedheekuseee 327, 466 | 335, 000 343, 000 | 8, 000 
Se  antoinbint ails 70, 505 73, 000 75, 500 | 2, 500 
OI 5 cicnieiancconntattearsbeateakohes 397, 971 | 408, 000 418, 500 | 10, 500 


While it has been possible to increase the effectiveness of the field service 
by more efficient procedures in conducting examinations and issuing operator 
licenses such methods alone will not keep pace with the needs of the rapidly 
expanding radio industry. Not only is it necessary to process a materially 
larger number of radio operator applications each year but considerable work is 
required in continually reviewing the commercial examinations and deleting or 
adding material to conform to changes in the Commission’s rules. 

The Commission is presently involved in rulemaking in order to implement an 
act of Congress which authorizes the issuance of operator licenses to alien 
aircraft pilots. Despite the fact that these rules have not as yet gone into effect 
there are more than 450 applications pending. Each such application requires 
special handling to insure that the applicant is eligible and that issuance is in 
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the public interest. This is an additional workload that will be required of the 
field since there are no personnel presently provided for this purpose. 

(2) Workload forecast and justification supporting requirements for 1961,.— 
The history of radio operator licensing has been one of continued expansion and 
increased complexity to keep pace with industry progress and the need for new 
services. This trend will continue in 1961. Operator licensing is also a work- 
load that will not permit backlogs as it is in the public interest that operator 
authorizations be issued promptly. 

There is an urgent need for complete revision of all of the commercial operator 
examinations in order to keep pace with technical advances. There has beep 
no major revision in the text of the examinations for 9 years and consequently 
the elements are deficient with respect to new developments and services such 
as TV transmitters, microwave installations, directional systems, ete. Another 
reason for revision is the establishment of “quickie” schools which depend upon 
the applicant’s memory rather than basic technical knowledge to pass the ex- 
amination. A pertinent comment by one broadcast licensee in a letter dated 
February 11, 1959, is as follows: 

“In the past we have had first phone men, graduates of the ‘6-week course’ 
who, believe me, some of them couldn’t change a transmitter tube. They caused 
no end of grief. We've been able to put an end to that since placing qualified 
men in charge of our equipment.” 

There is a need for changes in the rules to assure that the prerequisites for 
the licensing of operators keep pace with technical advances in the various uses 
of radio; and that operators are properly classified according to the duties they 
are expected to perform. Changes in rules also are needed to carry out treaty 
obligations with respect to mobile radio stations having an international impact. 

In order that the increasing operator examination and licensing issuance 
workload may be handled promptly and in particular to assist in a complete 
revision of the commercial examination to provide competent operators, an 
increase of 3.8 average employment is requested. 


(c) Interim ship licensing 

(1) Present status of work.—The number of interim ship licenses issued in 
the field has increased each year due to increased small boat activity and aware- 
ness on the part of the public that this service is available. Comparison of 
interim ship license workload is as follows: 





1959 actual | 1960 estimate | 1961 estimate Increase 


i  aeenntl 11, 282 | 12, 000 13, 000 1,000 





(2) Workload forecast and justification supporting requirements for 1961— 
In 1961 it is estimated that there will be at least 13,000 interim ship licenses 
issued which will be an increase of 1,000 over 1960. Applicants for interim 
licenses frequently need assistance in completing application forms, seek data 
on equipment acceptability, or ask for rule interpretations. Therefore, any 
expansion of this activity is much more time consuming than is indicated by 
the increase in the number of interim licenses issued. If this trend continues, 
an increase in 1962 will be necessary but no additional personnel are being 
requested for this activity in 1961. 


(ad) Ship certification 

(1) Present status of work.—Since ship certification is a requirement of law 
or treaty, it constitutes a workload that must be accomplished and is not sub- 
ject to reduction or postponement. A comparison of this workload is as follows: 


Applications 1959 actual | 1960 estimate | 1961 estimate Increase 








Shin radiotelephony certificates, title ITI, pt. 


Rati tcdlerladlet diet onciecnintelecetet inte aden 780 2,000 & 000 t512..-.c:5es 
Safety convention certificates, title ITT, pt. IT 1, 106 1, 150 1, 150 
Radiotelephone certificates, Great Lakes agree- 
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(2) Workload forecast and justification supporting requirements for 1961.— 
There are approximately 4,000 small boats that are required to be equipped with 
radiotelephone in accordance with title III part III, of the Communications 
Act. Since certificates are valid for a period of 2 years about 2,000 surveys will 
be requested in 1961. It is anticipated that requests for survey of oceangoing 
vessels subject to title III, part II, of the act will remain at nearly the same 
level as in 1959 and 1960. 

The recent opening of the St. Lawrence Seaway will result in an increase in 
the number of requests for issuance of Great Lakes certificates to oceangoing 
yessels in 1961. 

In order that the United States may meet its treaty obligations under the 
safety convention some increase in the number of surveys of foreign vessels 
ig anticipated. 

Despite the fact that the present trend indicates a small overall increase 
in the ship certification workload in 1961, no additional personnel are being 
requested for this activity. It is anticipated that the work can be handled by 
advance planning and distribution of workload among participating offices. 


8. Monitoring 


This activity includes the continuous surveillance and measurement at 10 
primary and 8 secondary monitoring stations located throughout the United 
States and by mobile units, of all receivable radio signals; for compliance with 
laws, regulations, and treaties; for controlling radio interference and illegal 
operations; for collecting frequency usage and operating data to assist in allo- 
cations and spectrum management; to assist distressed ships and aircraft under 
search and rescue operations by supplying direction finding positions. Engi- 
neering studies and related engineering programs are carried out to furnish 
the Commission with various types of engineering data and to provide the 
technical facilities essential to precision engineering measurements, direction 
finding and other monitoring station functions. These engineering programs 
include the design, construction, and installation of special electronic instru- 
ments peculiar to our monitoring operations. 


Manpower requirements (average employment) 














| 


1959 actual | 1960 estimate 1961 estimate Increase 
el theremin Ws ‘i siioen ll insane ; | lt See 
Monitoring and engineering measurements. --- 103. 5 | 103. 5 | 105. 5 2.0 
I 23.0 | 23.0 24.9 1.9 
ee ee eee ae paceesbsee 31.5 31.5 | SU Oh. stchL 
Petel- .-... a, ee : | 158.0 | 158.0 | 161.9 | 3.9 








By any measuring method, the general monitoring workload potential con- 
tinues to increase each year as the number of radio stations crowding the avail- 
able frequencies in the various radio services constantly increases. Yet over the 
years since 1949 there has been a decrease in the number of FCC monitoring 
stations from 21 to the present 18 and a decrease in total average employment 
for the overall monitoring function from 206.8 in 1949 to 158.0 in 1959. 


RADIO OPERATOR LICENSING WORKLOAD 
Mr. Tuomas (reading) : 


The radio operator licensing workload in 1959 is compared with the years 
1960 and 1961 in the following tabulation. 

There were 327,466 actual licenses granted in 1959, 335,000 in 1960, 
and you think it will show an increase of 8,000 next year; amateur is 
70,000, 73,000 and 75,000. 

What do these people do with these licenses after they get them? 
This is a yearly basis, is it not? 

Mr. Turner. Yes, sir. 

Mr. Tuomas. Are they all working in the field professionally ? 

Mr. Turner. The majority of them are. 
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Mr. Tuomas. This does not include your hams, does it? 

Mr. Turner. No, sir. This is to take care of the 2 million trans- 
mitters we were talking about. 

Mr. THomas. Mr. Plummer has a million and a half or 2 million of 
those, does he not? 

What is the percentage of these? 

Mr. Toren. In the commercial field we have to return approxi- 
mately 25 percent of the applications. We are having the same diffi- 
culty Mr. Plummer does in terms of the applications not being 
properly completed. 

Mr. Tuomas. When he gets it completed, you give him an examina- 
tion in your 49 field offices. What part of them pass, what part of 
them fail, and what do they do with the license after they get it? 

Mr. Turner. To give you exact figures, Mr. Chairman, for 1959, 
applications received for commercial operators, 327,266, as you 
quoted ; total number of licenses, 265,824 for that particular period. 

Mr. Tuomas. Everybody did pretty well. That is 90 percent. 

Mr. Turner. It is something less than that, sir. 

Mr. THomas. What do they do when they ret this license ? 

Mr. Turner. They operate, in accordance ‘with the law as required 
by section 318 of the act, these transmitters we were talking about; 
especially those in the safety and special radio services, where there 
are about 1,900,000 transmitters that require operators to operate 
them. 

Mr. Tuomas. According to these figures they must work at it for 
4 or 5 years and give up the license and a new crowd moves in. 

Mr. Turner. I think that is right, sir. Also, we must keep in mind 
that these operators often times operate—— 

Mr. THomas. What do you do with the license after he is not active 
with, cancel it out ? 

Mr. Turner. In regard to the lowest class of license, which makes 
up the bulk of this total that we are talking about here, namely, the 
restricted radiotelephone operator permit, those licenses are issued 
for life, pending good behavior. That is on the assumption, and we 
made this change with the Commission’s approval about 5 years ago, 
to try to cut down workload that is put upon us in connection with 
issuing renewals. Prior to this action taken by the Commission we 
had to process applications for renewal every 5 years for these 200,000 
applicants each year. That is no longer necessary, but even in spite 
of this step th: it we took we are still finding the number of applica- 
tions having to be processed rising each year. I have figures for the 
first 6 months of this fiscal year and they still show a rising curve. 

Mr. Tuomas. There is a table on page 90 which shows receipts for 
broadcast and common carrier and safety and special radio services. 
That is yours and Mr. Turner’s activities rather than the broadcasting 
people: There are 2,000 for 1959, 2,206 for 1960. Those are really 
professionals, are they not? How many people do you have working 
in this activity ? 

ANTENNA SURVEY OPERATION 


Mr. Turner. Mr. Chairman, this has to do with our antenna survey 
operation. We process applications for all of the bureaus, as shown 
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here with regard to antenna towers that can be a danger to aerial 
navigation. Those applications are sent over to our shop and are 
processed for compliance with part 17 of the rules with reference to 
siteing—that is with regard to the location of the tower with ref- 
erence to an airport or an airway; also the marking and lighting of 
that particular tower. This particular operation can be, I should 
say, a bottleneck to the other operating bureaus. 

Mr. Tuomas. You have to havea station. 

Mr. Turner. We have to have a staff to process these to keep abreast 
of the activity in processing applications in the other Bureau. At 
the present time we are unable to do it because of the great number 
of applicati ions received. 

Mr. Tuomas. You are all commingled. They will process appli- 
cations for licensees for common carriers. Can the same people proc- 
ess applications for the change or removal of an antenna or the 

erection of one ? 

Mr. Turner. Yes, sir. 

Mr. Tuomas. Regardless of which of the three or four categories 
it falls in, how many can one man handle a day and do his work care- 
fully and precisely ? 

Mr. Turner. We have a total staff of 9.4 man-years in that partic- 
ular shop at the present time. We are processing applications at the 
present time in the neighborhood of 20,000 per year, but that is only 
as a result of considerable Saturday overtime that we are able to 
do that. 

Mr. Tromas. Did I understand you to say that you cannot com- 
mingle your people, but you require a special knowledge for proc- 
essing an antenna application as against an application for some type 
of license ? 

Mr. Turner. We cannot commingle this particular group in re- 
gard to the work that is done over in these other operating bureaus, 
such as Mr. Plummer’s, Mr. Cowgill’s, and the common carrier. 

Mr. Tuomas. Is it all special, technical knowledge confined to one 
particular field and you cannot overlap ? 

Mr. Turner. Very much so in this particular field, yes, sir. 

Mr. Tuomas. This isall engineering, then ? 

Mr. Turner. It is technician level. We have engineers in there as 
supervisors to take care of the limited technical problems that arise. 

Mr. Tuomas. With all due deference to my ignorance, I have an 
idea that you can commingle all of these. What type people work 
here? Are they 13’s, 14’s, 12’s? 

Mr. Turner. No, sir. The journeyman level in this particular 
operation is about grade 7 to 9 and in the legal examiners and in the 
other bureaus, they are grade 4 and 5. There is that difference in 
terms of the technical knowledge that these people require. This is 
as determined by civil service examiners on desk audits. 

Mr. Dorrrer. You would be wasting an awful lot of good engi- 
neering talent to do some of the routine work. 

Mr. Trmmas. You have to have technical talent involved i in prac- 


tically every position. How many do you have in your Antenna 
Division ? 


Mr. Turner. One engineer, sir. 
Mr. THomas. Out of 11 people? 
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Mr, Turner. That is right. The others are technicians. 

Mr. Tuomas. What are their grades? What is their background 
and training ? 

Mr. Turner. Grade 7 and 9, sir. We have some grade 5 clerks 
that do some of the work. 

Mr. Tuomas. Where is all the engineering talent, Mr. Chairman, 
with 1 out of 11? : 

Mr. Dorrrer. That is in one small segment of our shop. 

Mr. Tuomas. What about in your License Bureau for the broad- 
casts, for ships, et cetera / 

Why can’t you combine them all? You do not have too much 
technical requirement. 

Mr. Hype. You will remember this committee advised us, or 
encouraged us, to organize according to the divisions of industry in 
order to do our work more efficiently. 

Mr. Tuomas. Is it working out that way ? 

Mr. Hype. Yes, it is. 

Mr. Turner. Mr. Chairman, this particular group were put in my 
shop because it cuts across the other bureaus, according to the 
McKenzie people who made the survey. 

Mr. Tuomas. You cut across everybody’s bureau. 

Mr. Turner. This is in terms of application processing only. 

Mr. Cox. You remember when you provided money for the out- 
side consulting firm to survey our operations, McKenzie & Co., which 
did the job, recommended this be done this way. 

Mr. THomas. Mr. Turner says he has some overtime in there. He 
is working his 11 people to death. I wonder how much overtime is 
done in the other field of licensing. 

Mr. Piummer. I have been using overtime simply because I have 
been unable to obtain clerks. However, I believe next month I will 
have that fixed because I am taking 15 people from FAA’s processing 
shop. 

Mr. Doerrer. I think all of the areas have overtime. 


Common Carrrer BurEAU 


Mr. Tuomas. Let us take a look at the Common Carrier Bureau. 

This is one of your neglected bureaus as far as public attention is 
concerned, and in my humble judgment it is perhaps one of your 
most important functions. 

Mr. Reporter, put pages 107 through 111 in the record. 

(The pages referred to are as follows :) 


V. CoMMON CARRIER ACTIVITY 


A. INTRODUCTION AND SUMMARY OF INCREASES 


The Commission regulates the rates and practices of communications common 
carriers which furnish interstate or foreign telephone or telegraph service for 
hire to the public by wire or radio, and the licensing of all radio used in common 
earrier communications including intrastate communications. In this connec- 
tion, it considers proposed mergers and acquisitions of properties, extensions 
and reductions in service, construction of facilities, and applications for radio 
frequencies; prescribes the forms of records and accounts kept by the carriers, 
and studies new techniques which are continually developing and presenting the 
Commission with new common carrier problems. 
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The estimates for those segments of hearing examiners, opinions and review, 
and the Docket Division of the Office of the Secretary which deal with common 
earrier hearing matters are included in this section. 
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The following chart is illustrative of the increasing workload versus the de- 
cline in the Commission’s regulatory staff : 
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B. DETAILED EXPLANATION AND JUSTIFICATION BY ACTIVITY 


1. Domestic telephone 

Under the act, the 23 principal companies of the Bell System and some 36 
other, primarily non-Bell, class A, and class B telephone companies are fully 
subject to regulation by the Commission. Regulation extends to interstate tele- 
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| 
Actual, Estimate, Estimate, 
1959 | 1960 1961 
| 
— | ae 

Manpower requirements (average employment): 

Vaw Metereguiation 10.01 ioe eis ii Ss ve ceutie se 53.0 | 59.7 59.7 

(6) Service regulation...._.- Leekt> pk npblanticktnenthe tp ades 6.5 | 7.2 7.9 

EELS aR lev i EPA | 59.5 | 66.9 | 66.9 








(a) Rate regulation 


(1) Present status of work.—Formal proceedings continue to consume a sub- 
stantial portion of the staff’s time and effort. This, of course, results in some 
deferment of other essential activities of the Commission. This pattern of work 
is expected to continue indefinitely. Significant changes brought about by con- 
tinued advances in the fields of electronics and telephony demand increasing 
amounts of time to evaluate such changes as to their effect on rates and charges 
for various services. These developments often lead to new service offerings 
with complex tariff and rate determinations often involved. 

The Commission’s program of prescribing depreciation rates for telephone 
companies, as required by section 220(b) of the act, has been concentrated on 
the companies of the Bell System. This is a continuing program requiring re- 
examinations of service lives and other factors underlying previously prescribed 
rates for each Bell company about every 3 years. In the main, this is neces- 
sitated by rapid advances in the art and resulting changes in the character of 
various categories of telephone plant. Since the start of the program, the Com- 
mission has prescribed rates for each of the 23 Bell companies several times. 
Due to the limitations in personnel and budget, it has not been possible to ex- 
pand this program to include some 36 other telephone companies subject to the 
Commission’s depreciation ratemaking jurisdiction. 

Changes in the types of facilities and services require cost studies to determine 
the reasonableness of rates being proposed for the new services. Studies should 
also be undertaken to determine the possibility of improving the methods used 
for the accumulation on a continuing basis of information necessary for rate- 
making purposes. 

Formal hearings involving the Bell System’s rates and charges for its various 
private line telephone and telegraph services are continuing. These services 
are used extensively in connection with SAGE and the national defense gener- 
ally. Since this proceeding was started rates for private line telephone services 
have been reduced and those for private line telegraph services have been in- 
creased on an interim basis. This proceeding has most forcibly demonstrated 
the need to maintain an adequate staff of trained engineers, accountants, lawyers 
and rate specialists to cope with the highly technical and complex problems of 
rate regulation in the telephone industry. 

The continued rapid increase in the demand for private line services by in- 
dustry and Government has given rise to an ever increasing number of ratemak- 
ing problems of an extremely difficult and complex nature. 

There are about 60 large telephone carriers subject to the full jurisdiction of 
the Commission. Our accounting field work has been directed largely to audits 
of a special type with respect to five of the largest carriers where the Commis- 
sion has field offices. The operating revenues of these five carriers represent 
about 47 percent of the total annual operating revenues of the subject carriers. 
Only a very limited amount of audit work has been done in the non-Bell com- 
panies. 

On July 24, 1959, the Commission announced that as a result of discussions 
initiated by the Commission with representatives of American Telephone & Tele- 
graph Co., the Bell System would file revised tariffs effective mid-September 
1959 reducing by about $50 million annually its charges for interstate long- 
distance telephone calls. This announcement precipitated comments from the 
NARUC which will probably result in further extensive work on the “Separations 
Manual” (an FCC-NARUC document). 

The furnishing of intrastate and interstate telephone services by the use of 
common plant by the Bell companies makes it necessary to apportion invest- 
ment and expenses among Federal and State jurisdictions on an equitable basis. 
For this purpose, the FCC working jointly with the State commissions, has 
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developed a manual of separations principles. The Bell System has prepared 
comprehensive division of revenues procedures to implement these principles, 
The Commission is initiating studies to determine the propriety of the imple 
menting procedures and the reasonableness of the results based thereon. JIp- 
creased FCC activity in this area should be of benefit both to this Commission 
and to the State regulatory bodies since equitable distribution of investment and 
expenses among jurisdictions is a prerequisite to the establishment of proper 
rates. 

Western Electric is the manufacturing and supply unit of the Bell System, 
The 1958 sales of Western Electric to Bell operating companies totaled $15 
billion. The prices and profits of Western have never been the subject of a 
definitive investigation by the Commission. However, jointly with the NARUC, 
the Commission has conducted certain limited studies of Western’s operations, 
Also, in the current private line rate proceeding limited inquiry has been made 
with respect to Western’s prices and profits. More intensive surveillance of 
Western's accounting practices, prices and profits is essential to effective regu- 
lation and to the carrying out of the intent of the A.T. & T.-Western Electric 
eonsent decree. 

General Telephone & Electronics Corp. owns a number of telephone operating 
and manufacturing subsidiaries, including Automatic Electric Co., a manufac. 
turer of telephone equipment, The Commission has recently completed a study 
which traces the history and development of General from the date of its organ- 
ization in 1985 to the present time. However, much more extensive and in- 
tensive analysis of General's operations, particularly with respect to the sys- 
tem’s accounting and intercompany arrangements and policies, is clearly needed 
in order to detect and to prevent abuses in these areas. 

During 1959 a total of 1,202 tariff filings involving over 16,000 pages was 
made. 

Revised depreciation rates were ordered for 6 Bell companies, including the 
long lines and general departments of American Telephone & Telegraph Co, 

Reviews and studies were made of certain of the accounts and related records 
of 7 Bell companies and one non-Bell company in 1959. 


STUDY OF WESTERN ELECTRIC'S OPERATIONS 


Mr. Tuomas. I notice Western Electric is the manufacturing and 
supply unit of the Bell System. 

The 1958 sales of Western Electric to Bell operating companies totaled $1.5 
billion. The prices and profits of Western have never been the subject of a 
definitive investigation by the Commission. However, jointly with the NARUC, 
the Commission has conducted certain limited studies of Western's operations. 
Also, in the current private line rate proceeding limited inquiry has been made 
with respect to Western’s prices and profits. More intensive surveillance of 
Western’s accounting practices, prices and profits is essential to effective regu- 
lation and to the carrying out of the intent of the A. T. & T.-Western Electric 
consent decree. 


That decree was issued when, September of last year? 

Mr. FirzGrravtp. About 2 or 3 years ago. 

Mr. Dorrrer. About 1957. 

Mr. Tuomas. What was the agreement you reached in August or 
September of last year? 

Mr. Dorrrer. That was a reduction in ratés to the extent of $50 
million. 

Mr. Tuomas. Your 1957 agreement with Bell covered their 23 
operating companies? 

Mr. Dorrrer. I think that is the agreement between Bell and the 
Department of Justice that you are referring to, the consent decree? 
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ELEPHONE AND TELEGRAPH REGULATION 


Mr. Tuomas. Your justifications on page 107 say: 


The Commission regulates the rates and practices of communications com- 
mon carriers which furnish interstate or foreign telephone and telegraph service 
for hire to the public by wire or radio, and the licensing of all radio used in 
common carrier communications including intrastate communications. ln this 
connection, it considers proposed mergers and acquisitions of properties, exten- 
sions, and reductions in service, construction of facilities, and applications for 
radio frequencies; prescribes the forms of records and accounts kept by the 
carriers, and studies new techniques which are continually developing and pre- 
senting the commission with new common carrier problems. 


You have 134.8 jobs for this year and the same for the next year. 
There is no increase in numbers but:a little increase in dollars. I have 
a question here—is this Ramspeck or upgrading? 

Mr. Cox. It is a combination of the two. 

Mr. Tuomas. You are charging the hearing examiners’ time u 
to this and also your budgeting : and legal services. Are they included 
in here? 

Mr. Cox. The common carrier bureau has lawyers just like ours, 
like other bureaus. 


EXPANSION OF COMMON CARRIER INDUSTRY 


Mr. Tuomas, On page 109 you say: 


Under the act, the 23 principal companies of the Bell System and some 386 
other companies, primarily non-Bell, class A and class B telephone companies 
are fully subject to regulation by the Commission. 

During the past years the telephone industry, in terms of investment and 
revenue, has more than doubled in size, as shown by this chart. 


TELEPHONE RATE REGULATIONS 


Is there any industry in this country growing any faster than the 
communications industry ? 


Mr. Evins. You say on page 110: 


Since the start of the program, the Commission has prescribed rates for each 
of the 23 Bell companies several times. Due to the limitations in personnel 
and budget, it has not been possible to expand this program to include some 
36 other telephone companies subject to the commission’s depreciation rate 
making jurisdiction. 

When was the start of the program ? 

Mr. Norpsere. The first rates were prescribed in 1950 and we have 
represcribed for the Bell System companies three, and for some of 
them, four times, 

Mr. Evins. In 10 years you have looked over their depreciation 
rate schedules four times. Have you just pppaoned them as they sub- 
mitted them to you, or what action has the Commission taken ? 

Mr. Norprerc. No. In most cases the depreciation rates that have 
been prescribed have been considerably lower than the ones that the 
companies proposed. The companies submit proposed depreciation 
rates, service life estimates, and salvage value, and then we sit down 
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with their depreciation engineers and have an across-the-table dis- 
cussion of the relative merits of the studies. We make our own 
studies and we invite the State commissions who happen to have in. 
trastate jurisdiction in that particular area to come in and join jn 
those discussions. 

Mr. Evins. This is a very interesting field. What has been the net 
result of these discussions? What has the Commission accomplished 
in the public interest? What have you done? 

Mr. Norpperc. For one thing, we are required by the Communica- 
tions Act to prescribe depreciation rates, and of course depreciation 
expense is one of the big items of expense in the communications field 
or in any field. 

Mr. THomas. It is one of the big items in ratemaking. 

Mr. Norpsera. That is right. 

Mr. Evins. How many auditors do you have? How far are you 
behind ? i 

Mr. Norveere. This is principally a matter of not having sufficient 
manpower. 

Mr. Tromas. Out of all of your people how many are auditors and 
accountants? You have the same job in this field that the Federal 
Power Commission has in the field of power and gas. 

Mr. Norpperc. There are 23 accountants, That includes the field 
as well as those in Washington. 

Mr. Tizomas. They don’t get around to give the brothers a look 
over. 

Mr. Evrys. They look them over four times in 10 years. 

Mr. Norpgerc. The depreciation work is done here in Washington 
with the assistance of the field making some of the same basic studies, 

Mr. Tuomas. How many auditors and accountants do you have 
altogether? Did I understand you to say 18! 

Mr. Norppere. 23 in all. 

Mr. Tuomas. Washington and the field? 

Mr. Norpserc. Yes, but we have three or four engineers who also 
work on depreciation because of the technical aspects of the plant 
and the determination of service life. 

Mr. Evins. Has any of your actions resulted in any reduced rates 
to consumers? Have you made any showings to ‘that effect? 

Mr. Norpzere. I cannot cite any direct results, but it certainly goes 
into the category where you arrive at a depreciation expense which 
is reflected in any rate. 

Mr. Evins. With regard to the telephone companies submitting 
their schedules, have you confirmed their figures, or how extensive 
have your alterations or revisions been ? 

Mr. Norvsere. I do not have anything with me on that. 

Mr. Evins. Do you accept 90 percent of what they submit to you! 

Mr. Norpserc. No. It would be closer to zero percent. We dis- 
agree with them on many phases. 


APPLICATIONS FOR RATE INCREASES 


Mr. Tuomas. You have a table in here showing over the last 3, 4, 
or 5 years the number of applications for increases for telephone 
service and Western Union service. You have only one wire service 
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now. Have you a table showing the number of rate increases by the 
telephone people and by the Western Union people over the te 
10 years ¢ 

Mr. Norppera. We do not. iO 

Mr. Tuomas. Will you give us a little information on it? fFsw 
many applications for increases do you have pending now by. Western 
Union for the leased wires and the various A.T. & T. Co.’s“ferain- 
creased service? Your justification is absolutely silent on that’ anid 
that is where your jurisdiction lies. “ 

Mr. Norpeera. There is reference in the justifications to a private 
line hearing, a docket that was closed this last fall, and we are now 
inthe process of preparing a decision in that docket. 

Mr. Tuomas. Why is the justification completely silent with refer- 
ence to applications for rate increases, the amount involved, those 
granted, those not granted, and some general information on "rates ? 

Mr. Norpperc. I think that there are a number of places where 
there are references to rate cases, but there are no specific figures, 
the amount of increases requested. 

Mr. Tuomas. No interstate increase in rates can go into effect until 
you approve them. 

Mr. Norpserc. Until a tariff is filed and they are permitted to go 
into effect. 

Mr. Tuomas. Do you operate the same as the ICC? If the carriers 
file a rate increase, and unless there is objection by the commission, it 
goes into effect after a 30-day period, or some such period ¢ 
~ Mr. Norprera. Yes. 

Mr. Tuomas. How many rate increases in long line telephones have 
gone into effect in the last 5 years ? 

Mr. Norpgerc. I would have to supply that information for the 
record. However, they are minor in comparison to the $50 million 
decrease we talked about earlier. 

Mr. Tuomas. How many telephone cases do you have pending now 
for rate increases ? 

Mr. Norprerc. I mentioned the big private line case which is a 
tremendous docket. It involves the A.T. & T. and Western Union as 
well, because they are competing in the private line field. That is 
the one rate case before us now. 

This $50 million rate reduction the Chairman, Chairman Doerfer, 
referred to, was one that was negotiated with the American Telephone 
& Telegraph Co. last summer in which case we went through the same 
motions on an informal basis that we go through in any formal rate 
case. 

Mr. Evins. Spell it out on the record. We are giving you an oppor- 
tunity to do that. I commend the Commission. I never want to fail 
todo so. 

Mr. THomas. Which one of the Commissioners heads this bureau? 

Mr. Hype. We have a committee. 

Mr. Tuomas. Who is on the committee with you. 

Mr. Hype. I am the chairman of the committee and then there are 
Commissioners Bartley and Cross. 

| Mr. Tuomas. In the old days one of the Commissioners usually 
| took this particular field under his wing. 
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Mr. Cross. The negotiation that we had with the telephone com- 
pany last. summer that Chairman Doerfer referred to resulted in 
reduction in rates, in interstate rates, of $50 million, and we used the 
information which our Common Carrier Bureau gave us as the basis 
onswhich to examine ifto the A.T. & T. figures that they proposed, 
andait was on the basis of those figures they supplied us that we were 
able.to-negotiate the rate reduction. I thought that I would put in 
that*2°cents worth. 


AMERICAN TELEPHONE AND TELEGRAPH RATES 


Mr. Troomas. Say that the A.T. & T. comes up with a new gadget. 
They have come up with many in past years. I think it is a terrific 
company. I do not know of anyone who has done a better job than 
their president, Mr. Kappel. He does an outstanding job for the com- 
pany and the taxpayers too. It performs a great service and every- 
body seems to be satisfied. They make money and that is the way that 
it should be. Suppose that they want to increase the rate when they 
come up with some new gadgets? What consideration does the Com- 
mission give that ? 

Mr. Hype. If they come up with some new proposal they will 
propose a tariff to us. 

Mr. Tuomas. When was the last time that they proposed a general 
long-line increase in rates ? 

Mr. Hype. In 1953. 

Mr. Tuomas. Not since then ? 

Mr. Hype. No. 

Mr. Tuomas. Have they voluntarily put any decreases in? 

Mr. Hype. There have been some adjustments in the schedule pur- 
suant to their associations with us, but decreases were initiated by us. 
As I am sure you will agree, if you can get a significant decrease 
promptly, the consumers benefit from it and there is much to recom- 
mend that. 

Mr. Tuomas. How much decrease in their overhead have they en- 
joyed in the last 7 or 8 years by virtue of technological developments 
that they have put into operation ? 

Mr. Hype. They have had decreases in cost which, as you know, 
contributed to those disparities between intrastate toll rates and inter- 
state toll rates, and it is a continuing problem with us. It is one of 
the things that the common carrier bureau is continually studying 
and working in cooperation with the State regulatory commissions. 
They are in the process of one of those studies right now. 

Mr. Evtns. You have the one big rate case pending before the 
Commission ? 

Mr. Hype. Yes, the private line case. The other we concluded on a 
negotiated basis. 

Mr. Tuomas. With regard to the case that you finished last summer, 
what interested parties appeared before the Commission and filed 
briefs, or made arguments? 

Mr. Hype. We did not hold hearings. As a matter of fact, the ne- 
gotiations were conducted by the committee with the staff assisting. 
In the final stages, the entire commission. 

Mr. Tuomas. Did the GSA offer any briefs? Did they appear? 
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Mr. Hype. Not in this proceeding. They have appeared in the 

rivate line case. If we had wanted to open up the negotiated case 
with the other parties, believe me, you would not have a reduction now, 
You would still be hearing about it. 

Mr. Evins. That. was brought about by the initiation of the Com- 
mission ? 

Mr. Hype. That is right. 

Mr. Evins. You are to be commended for that. Why not let that 
gerve as an example for other actions by the Commission? You got 
a quick voluntary submission of $50 million and that will justify your 
budget for several years. 

Mr. Hype. We do feel encouraged to continue the matter. 

Mr. Dorrrer. We are very grateful to you for your commendation. 

Mr. Evins. I think this is a great commission and an important 
commission. On this side of the table I think our function is to 
try to work with the Commission and give you a point of view some- 
times. 


Division or Revenues BeETwEEN Masor TELEPHONE CoMPANTES 


Mr. Tuomas. I think this language on page 113 is worth repeating: 


New contracts relating to division of revenues between the major telephone 
companies effective as of June 1, 1959, requires substantial revision of complex 
procedures for ascertaining and allocating investments and expenses between 
the various services rendered jointly by these companies. These procedures 
and the resulting data require continuing review to insure that amounts allo- 
cated to interstate services are reasonably determined. 

How many associated companies are within the A.T. & T. system? 

Mr. Norpgerc. Twenty-three. 

Mr. Tuomas. Who is the next largest competitor in the field ? 

Mr. Norpsera. General Telephone. 

Mr. Tuomas. They cover about what part of the total market, a 
10th or a 12th? 

Mr. Norpsera. Probably all of the independents would cover about 
that, of which General Telephone is the main system. 

Mr. THomas. How many corporations are involved in the whole 
setup that you have to deal with in order to figure out the cost from 
point X as against point Y ? 

Mr. NorprerG. Within the A.T. & T. system? 

Mr. THomas. Yes. 

Mr. Norpsera. It would be these 23 that you have just mentioned. 

Mr. Tuomas. Are there not more than that ? 

Mr. Norpsere. Of course, the Western Electric affiliation comes in 
there also and Bell Laboratories. 

Mr. Tuomas. I thought the figure was about 36. 

Mr. Norpsera. No, sir. 

Mr. Tuomas. Only 23 plus the Bell Laboratory and the manufac- 
turing company, the Western Electric? 

Mr. Norppera. About 36 independents you are referring to. 

Mr. Tuomas. And all of them together occupy about 10 percent of 
the total market ? 

Mr. Norpserc, Approximately 10 percent. 
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DOMESTIC TELEGRAPH 


Mr. Tuomas. What about your domestic telegraph? Western 
Union has absorbed MacKay. 

Mr. Norpsera. The old Postal Co. 

Mr. Tuomas. What is the picture? You have 13 people here deal- 
ing with rates. 

Mr. Norpsere. And nine with services. 

Mr. Tuomas. A total of 22 people. When was the last time they 
had a rate increase in this field ? 

Mr. Norppserc. There was a rate increase in this field in the summer 
of 1958. 

Mr. Tuomas. How much? 

Mr. Norpserc. About 10 percent, as I recall. 

Mr. Txomas. Is the company in a healthy condition now? I notice 
that they are putting in a lot of new equipment all over the United 
States. 

Mr. Norpsere. It is in better condition than it has been for a long 
time. 

Mr. Tuomas. What is your problem with your leased lines? 

Mr. Norpserc. I mentioned Western Union is in the private line 
case. 

Mr. Tuomas. Everybody wants a private line. 

Mr. Norpsera. The backbone support of Western Union is still in 
the public message service, but it is gradually converting to private 
line service. 

Mr. Tuomas. The private line field is certainly on the increase in 
the telephone business? 

Mr. Norpperc. Yes. 

Mr. Tomas. How does it operate ? 

Mr. Norpgerc. Well, it operates in many ways. 

Mr. Tuomas. Here is X corporation and they want to talk from 
San Francisco to New York. 

Mr. Norpserc. They lease a private line from A.T. & T. and then 
they have exclusive use of that. 

Mr. Tuomas. It is open for service 24 hours a day, just as often as 
they want to talk, or is it on a word basis, a minute basis, an hourly 
basis, or what? 

Mr. Norprere. It is on a monthly basis, a leased basis, to be used at 
the discretion of the subscriber. 

Mr. Tuomas. They can use it 24 hours a day if they want to? 

Mr. Norpperc. Yes. 

Mr. Tuomas. How is that made possible now? 

Mr. Norpperc. It is made possible through tariff filings with the 
commission just like any other tariffs. Of course, through the wire 
line of the company as well as their radio relay services—any path that 
is available is used. 

Mr. Tuomas. It costs the company quite a bit of money to establish 
that service, does it not? 

Mr. Norpperc. Yes, it does. 

Mr. Tuomas. What about the rate angle now? 

Mr. Norprerc. That is what we are looking into right now in this 
rate case. 

Mr. Cross. They are going to spend $2.6 billion this year, they told 
me yesterday, on new equipment. 
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Executive, STAFF, AND Service ACTIVITIES 


Mr. Tuomas. Let us look at your setup on page 127, executive, staff, 
and service activity. When did you start doing this? 

Mr. Cox. If you will excuse me, we have had it for about 9 or 10 
years. 

" Mr. Tuomas. Most of the agencies, particularly the larger ones, 
have this common service—the legal service, the accounting service, 
and the regular housekeeping activities. 

I do not understand why you took the Commission in there. 

Mr. Cox. The reason we have the Commission itself and the General 
Counsel in this group is because we do not maintain the detailed ac- 
counting figures which would enable us to distribute their time. 

Mr. Tuomas. We will insert pages 127, 128, and 129 in the record at 
this point. 

(The pages referred to follow:) 


VI. Executive STAFF, AND SERVICE ACTIVITY 
A. INTRODUCTION AND SUMMARY OF INCREASES 


This section includes the adjudicatory, top policymaking and decisionmaking 
activities for the Commission’s basie functions, the direct costs of which have 
been presented in sections I through V. It also includes the central legal staff, 
the Secretary’s functions (except Dockets), Reports and Information, and the 
budget, organization and methods, personnel, service, and records activities. 

For those organization units for which it is possible to caleulate the amount 
of time and cost chargeable against the individual function, the cost is so charged. 
For example, the Office of Opinions and Review is charged to the functions of 
the Commission on which that staff works. The same is true for hearing 
examiners and Dockets Division. The units taken up in this section work on 
the Commission’s several basic programs but it has not been found worth the 
administrative effort involved to keep sufficiently detailed time and cost records 
to distribute their costs to the functions. Hence, they are carried here. 





Actual, 1959 | Estimate, Estimate, Increases 
1960 1961 
Finan lre 1 ment 
P yn oo $1, 455, 16: $1, 602, 8 $1, 675, 098 $72, 247 
Other of ri 339, 336 1, 59 472.19 70, 605 
| miguen dienes es 
Total _..| 1,794, 501 004,441 | 2,147, 293 | 142, 852 
| = =—= 
Manpower requirements iverace employ- | 
Snent 
1. Office of Commissioners : 47.6 50.4 | ee he ee 
29. Office of Renorts and Information } $0} 4.0 Ag setts as ned 
3. Office of Administration 81.1 |} 84.2 84.2 | ntenliliins 
4. Data Processing Group ine ae | 6. 13.1] 6.5 
Office of General Counsel 29.3 | 37.2 a 2 ee - 
6. Office of Secret ry : : 46.0 48. 0 48.0 a 
ae ‘ons ne 208. 0 230. 4 236.9 6.5 





1 Excluding Dockets Division. 


B. DETAILED ESTIMATE AND JUSTIFICATION BY ORGANIZATION UNIT 


1. Offices of the Commissioners 


Communications Act amendment of July 16, 1952, specifically provided for 
each of the seven Commissioners a legal assistant, an engineering assistant, and 
a secretary (confidential assistant), and for the Chairman “In addition * * * 
an administrative assistant.” 

These three high-grade professional people provide each Commissiofier with 
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independent legal, engineering, and other special advice and assistance on rule- 
making, granting of licenses, decisions in hearing cases, and other matters 
coming before the Commission. 

Three clerical positions are also provided for each of the seven Commissioner's 
offices to carry on the heavy volume of work that must be handled in these 
offices. 

No increase in staff is requested for 1961. 

2. Office of Reports and Information 

This Office prepares and releases public announcements of official Commission 
actions ; acts as central contact point for industry and public seeking informa- 
tion; compiles factual material to satisfy repetitive inquiries; compiles Fcc 
annual report to Congress ; maintains reference files of public notices and forma] 
documents; and releases formal orders, decisions, opinions, and rules. 


] - 
: . | . 
Manpower requirements (average employment) Actual, 1959 | Estimate, | Estimate, Increase 
| 1960 1961 
| 


(1) Present status of work.—For the past few years the staff of this Office 
has consisted of four employees who continually have worked under extremely 
heavy pressure. 

About the equivalent of one person working 4 months is devoted to assembling, 
writing, editing, proofreading, and otherwise preparing the FCC annual report 
to Congress. 

This Office does not engage in publicity promotion activities, issue “press re- 
leases,” write speeches or articles, maintain mailing lists, or distribute FCC 
publications on sale at GPO. 

(2) Workload forecast and justification supporting requirements for 1960.— 
Although the number of formal documents, public notices, daily inquiries from 
Government, press, industry, schools, and the general public are increasing, no 
increase in staff is requested for 1961. 


8. Office of Administration 


This activity covers the various internal administrative affairs of the Com 
mission including budget and finance, personnel, organization and procedures, 
administrative services, and other related matters. 


Man power requireme nis (averade ¢ mploym nt 


Actual, Estimate, Estimate 
1959 1960 1061 
(a) Office of Executive Officer 2.8 3.3 3.3 
(6) Budget and Fiscal Division 12.0 | 12.6 | 12. 6 
(ce) Personnel Division ; 8. 0 8.6 8.5 
(d) Organization and Methods Division. -_...-- 7.0 7.0 7.0 
(e) Administrative Services Division ae : 51.3 52.8 52.8 
IAN i tle cence hada anensemiaiaoidinnibiobemenincana 81.1 84.2 84,2 





(a) Office of Executive Officer 

Staff consists of the Executive Officer, the staff adviser to the Chairman for 
the activities listed above, Assistant Executive Officer, and two secretaries. 
The Executive Officer also serves as acting budget officer. 

No change in size of staff is proposed for 1961. 


(b) Budget and Fiscal Division 


(1) Present status of work.—This Division, which is responsible for the 
preparation of budget estimates and allotments, fiscal accounting, auditing, and 
payroll activities of the Commission, has remained reasonably current in its 
work although some overtime has been necessary from time to time in order to 
meet deadlines. 

(2) Workload forecast and justification supporting requirements for 1961.— 
Most of this work, which is common to all Government agencies, arises from 
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outside requirements, such as General Accounting Office, Treasury, and Budget 
Bureau regulations. This work cannot be appreciably reduced in any way. 
(ec) Personnel Division 

(1) Present status of work.—The work of this division in establishing and 
administering programs in the fields of recruitment and placement, position 
classification and salary administration, training, performance ratings, main- 
tenance of records, etc., is, to a considerable degree, prescribed by laws or regula- 
tions. 

At the present time this Commission, like many other Federal agencies, is 
experiencing considerable difficulty in recruiting and retaining qualified engineers 
and stenographers. Far greater time and effort has to be devoted to this func- 
tion than in previous years. 

New laws and regulations have been increasing the work of this division to 
the point where we are unable to perform sufficient work in many vital areas 
of a good personnel program. 


DISTRIBUTION OF PERSONNEL 


Mr. Tuomas. In the Office of the Commissioners you have 50.4 
people, Office of Reports and information, 4, Office of the Administra- 
tion, 84.2, data processing group, 6.6, and you go to 13. Is that where 
you are going to do that experimenting ? 

’ Mr. Norprere. Yes, that is where we are expanding that operation. 

Mr. Tuomas. I hope you bear down on it. Of course, the lawyers 
are not making any progress. The Office of the Secretary, 48. I see 
that you have increased by 2 from last year. 


MONITORING ASSISTANCE TO SPACE AGENCY 


T notice that you are getting into the space act here, with 6 people. 
What are you going to do with the neople in the space act ? 

Mr. Turner. We are, and have been for quite a number of months, 
receiving requests from the space agencies as the agency that can 
furnish them with information with regard to the spectrum and 
segments of the spectrum. They need this information in order to 
make their determinations with reference to their telemetering equip- 
ment and the like that they put in the snace vehicles. They are con- 
cerned not only in regard to that particular problem, but also with 
interference. Of course, that is one of our main stocks in trade. 
Interference with their operations can be quite serious. 

Mr. Tromas. For your information, they only have 11,000 em- 
plovees. How are you going to help them? 

Mr. Turner. To the extent that we are nationwide, including the 
territories, the former territories—— 

Mr. TrHomas. aie a wider can that crowd get ? 

Mr. Turner. I do not know. I do not know that they have an 
equivalent setup to what we have. They have not told us if they have 
any such in terms of monitoring the spectrum and making these deter- 
minations they call upon us to make for them. T have quite a list of 
different groups of people who have called upon us during the past 
year. 

Mr. Tiroxras. What are you going to do with these 6 people? You 
do not have any balloons that you are going to send up? 

Mr. Turner. We want to set up equipment ‘and antennae. 


Mr. Tuomas. Are you going to have a man go up to the moon with 
them ? ‘ 
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Mr. Turner. Not yet, I hope. 
Mr. Tuomas. What are these people going to do? 
Mr. Turner. Stay on the ground at the monitoring station. 

Mr. Tuomas. They only have 37 stations over the world. Some of 
your people are going to have to divide themselves into five or six 
parts. 

Mr. Turner. We have furnished them with this information, and 
as recently as last week one of the representatives that has to do with 
the Mercury capsule, the man in space project, has requested our co- 
operation in terms of being prepared, and we are already making tests 
on prototype equipment that they are aighoine into the water off the 
coast of the United States. 

Mr. Tuomas. Tell us more. Tell us about that prototype equipment, 

Mr. Turner. In order to obtain fixes on this partic ‘ular balloon 
equipment that is being used by them, they want our assistance in this 
matter and they tell us every bit of assistance the *y can get from any 
agency that can be of any help to them in any way, they want. 

“Mr. Tomas. Has Dr. Von Braun’s crowd called for your help 
from Huntsville? 

Mr. Turner. I have not talked to Dr. Von Braun himself. 

Mr. Tomas. Can you not delay this until they get a man on the 
moon? I cannot say when that will be. Can we not del: ay this without 
interfering with your activities ? 

Mr. Turner. All I can say is we have the facilities and we would 
like to help them. They feel they need it. We would like to accommo- 
date them. They feel we can be of service tothem. We feel that we 
should come to you and tell you our problem in this particular regard. 

Mr. Tuomas. The Air Force is in this business and the Army has 
been in it for several years. Have they come to you for a little 
assistance ? : 

Mr. Turner. They have. We have long tables in our presentation 
this time, as you may have observed in previous ye ars, that show the 

various assists that we have rendered all the arms of the military sery- 
ices, particularly in the interference field, and we are continuing to 
do that. 

Mr. Tuomas. You have been doing that with your regular staff. 
You could accommodate the Space agency W ith the same crowd with- 
out adding any more. 

Mr. Turner. This is not regular staff because the regular staff and 

regular equipment facilities will not do the job they want us to do, 
We need special antennas that no more resemble the type of antennas 
we are using now than the man mn space does the man on the ground. 

Mr. Tuomas. The ‘y just have 37 of those stations and they have a 

carload of new equipment at each one of them, and they have a com- 
plete staff at each one of them, or at least they are as sking money fora 
( ‘comple te staff. 

Mr. Evins. What interests me about this matter is that you can 
read into your basic authority and statute the jurisdiction to operate 
in the space field but in these other fields where we want more vigorous 
enforcement you take the position you do not have the authority. 

Mr. Dorrrer. That has been our big problem, skyways and ionized 
layers. 


. 





aa tol 


(a) 
A 
(b) 


per 


T 
refe 
to b 
and 
this 


cre% 


the 
poe 


Bou 
Cor 
Cat 
Leg 
Mis 
Sub 
Dra 


_— 


rece 
ord 
or ¢ 
com 
for 

mur 


( 








= 


683 


MANPOWER REQUIREMENTS 


Mr. Tuomas. We will insert page 138 in the record at this point. 
(The page referred to follows :) 


Manpower requirements (average employment) 


Actual 1959 | Estimate 1960) Estimate 1961 


_—_——_——____—_—_—_—_— - = 


(a) Immediate Office of the Secretary--.- j.antcizod 5.5 6 | 6 
(b) Library Division ‘ act acid l iit 4.0 4 4 
fc) Docket Division : oA : uamaadded tee ae | ROE orate Sao 
(d) Minute Division . 9.3 | 10 10 
(fe) ITU Settlements Division. ............--..----.-- , ; 3.8 4 | 4 
(f) Mailand Files Division 23. 4 24 | 24 
Total___-. siisks Fe ‘ ea sun tbd 46, 0 48 48 


(a) Immediate Office of the Secretary 
Activities of this Office are described above. No change is contemplated. 
(b) Library Division 


(1) Present status of work.—In the past 5 years, the number of library visitors 
per month has increased from 127 in 1953 to 547 in 1958. This is an increase of 
400 percent. 

The additional number of visitors increases proportionately the amount of 
reference work required by the staff. At the same time, the amount of typing 
to be done has also increased. Additional periodicals in new fields (i.e. Missiles 
and Rockets, Information and Control), are constantly being subscribed to, and 
this entails additional circulation lists, with the incidental typing. It also in- 
creases the number of analytics to be prepared. 

New books purchased during the first 6 months of 1959 were 75 percent over 
the corresponding period in 1958, requiring preparation for shelving, book 
pockets, charge cards, in addition to the necessary catalog cards. 

Current library resources are as follows: 


OS BR RS ae Dp SE ty Pe cg NT ES SP TL Se RY 23, 050 
Congressional documents (House and Senate reports, documents, etc.)__ 26, 000 
TORO COMET OORIODRT ERTIES ee een rete ewe eee 3, 500 
ICY NUON ne nl rere een cngees ee See 2, 900 
Daeaneous Teporte. surveys, te... eee ae 5, 000 
Subscriptions to periodicals__._________-_____- Sp oe a ie eae 105 
Drawers of miscellaneous vertical file material exclusive of any of the 
SUTURE” “SUE, UD Ogg cee en cee ee teens gene 40 


Increase in first half of calendar 1959 over 1958: 





Books and Legislative | | 

Period periodicals reference | Visitors Net circula- 

| received material | tion 
received | 
| 
© ey 
January-June, 1958. - ‘ + 2, 816 33, 125 | 3, 728 | 5, 010 
January-June, 1959....--- 3, 189 54, 659 | 5, 969 5, 337 





Mr. Toomas. You say on page 137: 


The Secretary of the Commission is the custodian of official Commission 
records; prepares official records of action taken by the Commission: signs all 
orders, permits, licenses, or other instruments of authorizations made, issued, 
or granted by the Commission; acts as Commission liaison officer with special 
committees of the Congress and other government officials and is responsible 
for the following functions: library, dockets, minutes, international telecom- 
munication settlements, and mail and files. 


Could you not get along with about 35 people here in this activity? 
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UcrrRAHIGH FREQUENCY TELEVISION 


Mr. Tuomas. We will now take up ultrahigh frequency television 
and we will insert pages 142 through 150 in the record at this point, 
(‘The pages referred to follow :) 


VII. ULTRAHIGH FREQUENCY TELEVISION 


This section of our budget justification is devoted to the need for and explana- 
tion of a special engineering study into the effectiveness of UHF television, 
Since special skills would be needed for this study for which there would be no 
continuing requirement by the Commission, it is considered impractical ang 
unwise to build up the Commission’s staff to carry out this program. It is 
proposed, therefore, to have the work done on a contract basis under the elose 
supervision of the staff of the Commission. 

It is estimated that $2,250,000 will be required for this project which wil] 
extend over a 2-year period. This amount is included in our requirements for 
“Other obligations” on page 160 under the heading “Other contractual obliga- 
tions.” 

The aim of this project is to determine facts which will aid in the resolution 
of the television allocations problem which has been a source of serious concern 
to the Congress, the broadcasting industry, and the Commission. A decision 
is made difficult because of two major interrelated unknown factors; first, 
whether UHF is capable of providing a nationwide competitive service; and 
secondly, whether it is practical to effectuate competitive intermixed or UHF- 
only television allocation. Until comprehensive knowledge of UHF service 
capability is obtained, there is little hope of successfully utilizing UHF channels 
on a nationwide basis. Additional channels are needed to make available suffi- 
cient choices of program and to provide many cities with their own program 
sources. Every effort will be made to evaluate the effectiveness of UHF broad- 
easting, using the most modern transmitting and receiving equipment. The 
assurance that UHF could be effectively utilized would provide a sound founda- 
tion for the Commission’s decision in directing the future course of television 
broadcasting, which is now at the crossroads in its development. The proposed 
project calls for a special appropriation of $2,250,000 to cover all phases of a 
development, measurement, and field testing for UHF television. 

Commercial television broadcasting began in 1941 in the VHF band which 
now consists of twelve 6-megacycle channels (channels 2 through 13). Asa 
result of subsequent developments and in order to provide a truly nationwide 
competitive television system, the Commission in postwar allocations proceed- 
ings also made the frequencies between 470 and 890 megacycles available for 
television broadcasting. Then, in 1952, after lengthy studies and hearings, the 
Commission adopted a comprehensive and intermixed VHF-UHF assignment 
plan. The action was based on technical and economic developments which 
at that time were expected to put the UHF and VHF channels on a competitive 
basis. After exhaustive efforts on the part of the Commission to make the inter- 
mixed allocation plan work, the Commission was forced to conclude tentatively 
in its report to Congress this year* that there appeared little hope of success of 
an intermixed allocation because of competitive inequalities arising in part from 
unequal costs and performance and from propagation disparities on UHF. 

The Commission’s conclusions were based on an intensive study by the Tele- 
vision Allocations Study Organization (TASO) which was organized by Com- 
mission request in 1956. Unfortunately, the industrywide UHF crash research 
and development program which the Commission anticipated from TASO was 
limited by the Antitrust Division of the Department of Justice. The TASO 
study was limited largely to an evaluation of the results obtained with existing 
equipment and a comparison of UHF and VHF operations. Therefore, much 
of the information on costs and new developments could not be obtained. 
Moreover, certain facilities were not available to the industrial groups com- 
prising the TASO panels, leaving large gaps in the information required to 

1 Statement on behalf of the Federal Communications Commission, presented by John C. 
Doerfer. Chairman, to the U.S. Senate Committee on Interstate and Foreign Commerce, 


April 1959 <A separate statement by Commissioner Lee advocating the immediate con- 
version to UHF was submitted on July 8, 1959. 
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adequately evaluate some of the more important engineering factors. Although 
the TASO data is generally quite useful and adequate for evaluating UHF 
rural service with existing receiver installations, there is a lack of information 
for the appraisal of urban area coverage. In particular, there is a distressing 
lack of information on the effectiveness of UHF in covering large metropolitan 
areas. 

While the Commission is currently negotiating with the executive departments 
in an attempt to make additional VHF channels available in lieu of the UHF 
pand, there is the distinct possibility that the only solution to the problem will 
be in the utilization of the UHF allocations. The UHF channels might then 
be used to supplement the existing VHF channels or, in order to answer the 
demands of Government and non-Government land mobile communications serv- 
ice, for the u'timate transition of all television broadcasting to a UHF-only sys- 
tem. The future course of television broadcasting would be determined after 
completion of the investigation herein proposed and would include other con- 
siderations submitted by the parties in interest in accordance with the Adminis- 
trative Procedures Act. 

This proposal goes beyond the policy heretofore followed by the Commission ; 
i.e., to engage only in applied technical research essential to the regulation of 
developments of the industry on its own initiative with a view to providing for 
the most effective use of the radio spectrum. However, the UHF television 
situation has not yielded to this approach because receiver manufacturers are 
understandably reluctant to expend large sums of money in development, design, 
and tooling of production lines where the foreseeable public demand is slight 
in comparison with conventional VHF receivers. Also, broadcasters and ad- 
vertisers are loath to support UHF transmissions which can be received disad- 
vantageously in comparison to VHF. Even though the television manufactur- 
ing industry represented by the original TASO concept has been interested in a 
cooperative effort to solve the UHF equipment and coverage problems, this was 
made impossible by another agency of the government. Therefore, to expand 
television service to the Nation without undue delay, it is necessary for the 
Government to take unusual emergency action to support the solution of the 
technical problems pertaining to the public interest as in the case of other seg- 
ments of the economy and the national defense where industry initiative can 
not be expected to provide the technological development necessary to the public 
welfare and to the industrial and business economy as a whole. 

If the television allocation problem cannot be solved by a reallocation of the 
VHF spectrum, the remaining avenue of expansion lies in the presently allo- 
cated UHF band. There is a valid quastion as to why it has not been possible 
to develop the UHF band for television under the same impetus that other 
services have successfully developed much higher frequencies for a number of 
years. As a rather broad generalization, it can be said that the higher the 
frequency, the more expensive is the equipment at least until the initial pro- 
duction can pay for the development and tooling cost. The incentive for indus- 
try to make the investment is motivated by either the potential demand for 
new kinds of services or an immediate demand for additional services which 
cannot be accommodated on lower frequencies. For example, microwave relay 
systems have grown phenomenally because they provide a new radio service. 
Land mobile radio initially, prior to World War II, largely used frequencies 
in the 2 megacycle region but now frequencies up to 450 megacycles are regu- 
larly used. FM broadcasting provides additional channels for aural broadcast- 
ing with an improved fidelity. However, public appreciation of the higher 
fidelity has been gradual with the result that FM broadcasting has grown 
slower than expected. At the present time, there appears to be no immediate 
prospect for an improved television system on the UHF, notwithstanding a 
visionary hope that a new system could be developed in the future, and the 
Commission must face the possibility of proceeding with the present transmis- 
sion standards. These standards, under favorable reception conditions, offer 
only marginally improved picture and smaller coverage areas with present 
receivers as compared with VHF. It is generally conceded that if the postwar 
television were limited to the UHF, a satisfactory nationwide service could 
have been developed albeit at a slower pace than with the VHF, which had been 
developed before the war. While the cost of the overall national transmitting 
plant may have been greater, the cost thereof is not a major factor in all but 
the sparsely settled areas. At present, the VHF stations provide a national 
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service which does not provide full coverage for the present networks and does 
not afford local sources of programs in many areas. The public demand for 
additional program services has not been sufficient to overcome both the propa- 
gation and present receiver deficiencies. Since the development of a broadcast 
service depends on support of the advertiser, the broadcaster, receiver manu- 
facturers, dealers, and the public; Government sponsorship of a technical deyel- 
opment program appears necessary to make possible the television broadcasting 
structure deemed to be in the public interest both by the Commission and con- 
gressional committees. 

The present hesitancy on the part of the majority of the Commission to insist 
on the use of UHF is the question of whether large metropolitan areas can be 
adequately covered by UHF stations because UHF propagation assumes more 
nearly the properties of light. Furthermore, building reflections may mar recep- 
tion. The use of multiple transmitters giving the receiver the choice of selecting 
the best signal has not been tried in a large metropolitan area. It is proposed 
to establish a practical two-station setup in the New York metropolitan area 
employing the most modern transmitting equipment. Existing program sources 
will be used and operation will be conducted for approximately a year with 
modern receivers using up-to-date components available for military equipment. 
Observations will be made under practical home conditions and engineering 
measurements will be made on the signals in order to give a reliable estimate 
of reception over the area as a whole. 

Propagation of signals in the UHIF-TV band is characterized by deeper 
shadows, both in urban as well as in rural areas and particularly in rough ter- 
rain. The shadow effect on reception has been aggravated by the fact that there 
is more inherent noise generated in UHF receivers and the effective gain of 
present receiving antennas is less. Furthermore, a secondary limitation is that 
receivers designed for reception on both VHF and UHF have spurious responses 
which limit the number of stations which can be assigned in a given area, This 
latter aspect becomes important if multiple transmissions are required to provide 
reliable reception of a given program. 

It is obviously impractical and unwise to build up the staff of the Commission 
to carry out this program. Special skills are needed for which there would be 
no continuing requirement. It is proposed to have industrial contractors per- 
form the work under close supervision of the staff of the Commission angmented 
through several contract employees. Insofar as possible, contractors will be 
selected who are not parties in interest in the television allocations problem. 
Where assistance is available from other agencies of the Government such as 
the Central Radio Propagation Laboratory of the National Bureau of Standards, 
these resources will be utilized on a transfer of funds basis if necessary. Where 
skills are needed from the television industry, such as in the transmitters, their 
purchase or lease would be on the basis of competitive bidding on strict speci- 
fications. The development of receivers would be solicited from the best quali- 
fied laboratory. In any case, the designs and patents would be placed in the 
public domain under the terms of the contract and made freely available to all 
manufacturers. Special care would be taken to have the measurements and 
observations made by disinterested but competent organizations under close 
supervision by the Commission’s staff. 

Preliminary work will be carried out by the present staff during 1960. The 
effort will be directed toward building of the transmitters and receivers during 
1961, actual transmissions and measurements during fiscal vear 1962, and the 
data analyzed and reported upon in early 1963. It is likely that supplementary 
tests will be made by industry and the data on receiver design would be made 
available as the work progresses. However, the project is designed to be self 
sufficient and independent of voluntary industry support. 

While the success of a UMF television system is dependent on cost factors 
which are not completely predictable, it is believed that the proposed program 
of development and evaluation will vield a definitive answer to the usability 
of the UHF band from a technical standpoint. 


TRANSMITTER INSTALLATION 


Because it is believed that New York City will present UHF-TV with its most 
difficult problems of metropolitan area coverage, it is preferred as a site for this 
project even though it is now adequately served by seven VHF stations. It is 
proposed that at least two UHF-TV stations of at least 1 megawatt power be 
installed in New York City, one on a tall building in the midtown area and the 
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other at a location about 15 miles farther uptown. They would operate on 
different channels. If it is found infeasible to negotiate an installation on a tall 
building, a 1,000-foot tower might be constructed at a satisfactory site elsewhere. 
The other installation might well be made at a location with an existing tower, 
such as the former Armstrong FM station at Alpine, N.J., now owned by Colum- 
pia University. An intensive study on site feasibility is required before contracts 
for station construction can be issued. 


RECEIVING INSTALLATIONS 


It is proposed to make at least 100 good receiving installations scattered 
strategically throughout the New York metropolitan area. These installations 
would be shifted in location at scheduled intervals to increase the sample size 
and the effectiveness of the measurement program. These receiving installa- 
tions would be made for the most part at the homes and apartments of interested 
and responsible persons interested in the technical aspects of television broad- 
casting. A carefully devised program of technical observations would supple- 
ment the qualitative checks and comparison provided by these observers. Pres- 
ent VHF reception would serve as a reference. No studies would be involved 
put it is hoped that programs of present VHF stations would be transmitted in 
rotation to facilitate the comparison of reception. 

The receiving equipment to be installed would be representative of the most 
advanced state of the art. As our receiver development program progresses, 
the equipment thus developed would be employed in the receiver installations, 
It is expected that both a substantially superior UHF-TY tuner and a converter 
would result from the developmental program and would be tested in the various 
receiving installations. 


PROPAGATION MEASUREMENTS AND TESTS 


Portable equipment would be used for observing picture quality and measuring 
signal strength from both UHF stations. This equipment would be employed in 
making a large number of observations throughout the entire metropolitan area 
under typical operating conditions. The results are expected to provide an 
adequate evaluation of the service available from a single UHF—TV station, as 
well as from a pair of UHF stations in a “multicast” operation. 

With so advantageous a setup under carefully controlled conditions, it would 
be extremely desirable to make a number of special propagation tests and other 
measurements at both UHF and VHF. Most of these special measurements 
could be made in conjunction with the primary quality and signal strength 
measurements. Consequently, the outlay in both financial and manpower costs 
for these tests would be substantially lower than would be the case if such 
measurements were made under different conditions. Practically all of these 
special measurements are directed toward the investigation of factors recognized 
by TASC as important to the evaluation of UHF and VHF operation but which 
are not yet resolved. These measurements would be expected to evaluate such 
problems as 

(a) The signal strength for both UHF and VHF in built-up areas is depressed 
below that which would be encountered over similar terrain in rural areas. 
The amount of depression is proportional to frequency as well as to the indus- 
trialization and concentration of population for the area. However, there is not 
enough data available to permit sufficiently accurate estimates of this factor 
at either UHF or VHF. Much useful data could be accumulated for a better 
evaluation of this depression factor. 

(6) It appears from limited tests made by the Bell Telephone Laboratories 
that the higher frequency signals penetrate into buildings with less loss in 
signal strength than those at lower frequencies. The Bell Laboratory measure- 
ments were, however, made only at 35 and 150 megacyeles and only at the lower 
floor levels. More data is needed to evaluate properly this penetration factor 
which should favor the UHF. 

(¢c) Ghosting or multipath effects can seriously degrade the television picture. 
There are no known quantitative measurements on this factor but qualitative 
reports indicate that ghosting is a serious problem in big cities and that it is 
more serious at VHF than at UHF. Sufficient quantitative measurements on 
the direction of signal arrival and relative signal strength should help ap- 
preciably in evaluating this problem. 
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(d@) A very important but little known factor in TV service to large Cities 
is the manmade noise level from such things as neon lights, electrical machinery, 
automobile ignition, and industrial equipment. Although qualitative reports in. 
dicate that manmade noise is a more serious limitation to television service 
at VHF than at UHF, a definitive investigation of the extent to which manmade 
noise limits TV service in large cities is needed. 

(e) From measurements reported to the Commission, it appears that the use 
of circular polarization could improve very materially the reception of television 
in weak signal areas. Theory indicates that the use of circular polarization 
permits a choice of the most favorable mode of polarization at the receiving 
point and provides a built-in discrimination against ghosts and most types of 
interference. The use of circular polarization is more practical at UHF than 
at VHF because of the physical limitations on the size of television receiving 
antennas. Much more data are needed to confirm theory and to evaluate the 
practical advantages to be gained from the use of circular polarization. Accord. 
ingly, it is proposed to devote a portion of the project effort to making compara- 
tive measurements of the available receiver terminal voltages, signal-to-noise 
ratios, ghosting, and interference reduction provided by circularly polarized DHF 
transmissions, 

(f) The techniques of offset and precision offset (including very precise off- 
set) offer outstanding advantages in reducing cochannel interference. Offset 
operation is now in general use in both the VHF and UHF bands. Precision 
offset has advantages over offset operation, but when used by groups of more 
than two stations requires the maintenance of “very precise” frequency accu- 
racy and stability, about +1 cycle per second. It has not been determined as 
yet whether it is practicable for stations to operate with this stability and acen- 
racy, especially in the UHF band. Developments in oscillator stability and con- 
trol indicate that such stability and accuracy of control might be met at the trans- 
mitter but tests are required to ascertain whether this high a precision is main- 
tained in propagation through the troposphere. Propagation tests of this type 
at both VHF and UHF would therefore be highly desirable. 

(9g) It is also necessary to determine whether there are any adverse effects 
peculiar to DHF which can impair color transmission. Although there has been 
no indication of such effects, this is one of the factors which should be verified 
by observation in many actual receiving installations. 

(h) There are both qualitative and quantitative measurements which indicate 
that the full gain of a UHF receiving antenna is not always realized. Quanti- 
tative measurements made in England indicate that the loss is not substantial 
but qualitative measurements made by RCA in Washington, D.C., and New 
York indicate that these losses may be appreciable in heavily built-up areas. It 
is proposed that measurements on UHF antenna gains be made during the project 
to evaluate this factor. 

The estimated cost of the propagation measurements and tests is in the order 
of $475,000. 


UHF RECEIVER AND ANTENNA IMPROVEMENT 


Although the Commission does not regulate the design or performance of TV 
receivers (except as to radiation from them), performance of receivers used by 
the publie contributes to the coverage provided by TV stations. UHF-TV re 
ceivers presently on the market do not incorporate the more recent technological 
developments so that their performance is markedly inferior to that which 
reasonably might be exnected of them. At present, most UHF receivers suffer 
in comparison with VHF receivers in the matter of sensitivity, selectivity, 
frequency stability, and interference susceptibility. Accordingly, in order for 
the ohiectives of the proposed project to be gained, it will be necessary for the 
Commission to provide itself with receiving eqanipment designed according to 
emrrent knowledge so that the results obtained shall represent the present state 
of the art. 

Recavse the quality of television service and coverage range of TV stations 
are so dependent upon the performance of the home receiver instalation. im- 
provements in the receiver will produce major benefits for UHF—TV broadeast- 
ing. (A study of recently evolved basic devices, such as the parametric amplifier 
to tunnel diode, give reason to expect that such devices may provide the means 
for much needed receiver improvement. Both the parametric amplifier and 
the tunnel diode are capable of providing greatly reduced noise figure and 
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greater gain than is provided with conventional UHI input circuits. The 
application of such devices to UHF receivers would materially decrease or 
eliminate the present inferiority of UHF receiver performance relative to VHF 
receivers.) It is therefore proposed to conduct research and development work 
directed to receiver improvements and to design of converters to enable VHF 
sets to receive UHF signals efficiently. The objective would be to produce 
prototype models of tuners, receivers, and converters incorporating the most 
effective circuits and devices available and which are practical and economically 
feasible. A limited number of such models would be made for use in observing 
the test transmissions and determining the quality of coverage of the UHF 
transmissions with improved receivers. This work would be under contract by 
some organization outside of the broadcasting or receiver manufacturing industry. 

Present Commission rules require certain mileage separations between sta- 
tions Separated by certain numbers of channels. These separation require- 
ments, based on spurious receiver responses, are known as taboos. They affect 
the availability of station assignments on 18 channels with reference to the 
channel to which a given station is assigned. The taboos were specified in 1952 
on the basis of estimates available at that time on probable characteristics of 
UHF receivers and the interfering effects produced by signals having certain 
channel relationships to a given assigned channel. Since the taboos substan- 
tially reduce the number of channel assignments otherwise possible, it would 
be timely to reexamine them now to determine whether any can be reduced 
or eliminated. Such reexamination of the taboos can now be based on receiver 
performance, which is known to be achievable as a result of receiver improve- 
ment research. It is contemplated that this study would be conducted pri- 
marily as a field test, with observations being made at actual installations 
of receivers throughout the coverage area, with interference being simulated 
by portable transmitters or signal generators. 

The receiving installation includes an antenna and a transmission line con- 
necting the antenna to the receiver. It is found from study of currently avail- 
able transmission line characteristics that there is an appreciable loss of signal 
power in the transmission line. Reduction of the line loss would, therefore, 
contribute to the improvement of station coverage. Research and development 
would be done to improve transmission lines for use in UHF-TV reception. 
Although improvements might follow established conventional designs, there 
is a possibility that some new form of transmission line might be found 
advantageous. 

There is a similar opportunity for improvement of receiving antennas at 
UHF. Although present antennas have substantial gain at UHF, it would be 
desirable to have available UHF receiving antennas with even greater gain of 
simple construction and having electrical and mechanical characteristics par- 
ticularly suitable for use in UHF-TV reception. Using present knowledge of 
antenna theory, it is possible to reduce many different antenna designs: and it 
is expected that efforts in this direction would lead to more effective and prac- 
ticable UHF receiving antennas. 


TABLE I.—2Zstimated cost breakdown 


Receivers (research, development, production and installation) -—_-_~- $575, 000 
Transmitter plants (transmitters, antennas, installation, tests and 
operation )_ wiih ee ee tie) ot Se tee lo I a aes 1, 150, 000 


Measurement program__-_ 


S ceenamemideicaeal 475, 000 
Analysis of data and reports 


Sovenppinminay 50, 000 


TOA = 3. 2S. _..... 2, 250, 000 


RESEARCH AND DEVELOPMENT BY INDUSTRY 


Mr. Tromas. T have written down here—you want to set up a 
station in New York City. Why cannot the industry bear this cost? 
Let us get the cases right quick. The aim of this project is to de- 
termine facts which will aid in the resolution of the television alloca- 
tion problem which has been a source of serious concern to the Con- 
gress. You have had these stations allocated for 10 years. 
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From reading this over I can get a faint idea that someone wants 
to sell some equipment. The question is, Why should not industry 
do its own research and development here? You stated this morning, 
Mr. Chairman, that the Government never did come up with anything 
good in the way of research, and I said “There goes your $2,250,000 
out the window.” Do you agree? 

Mr. Dorrrer. I did not say it quite that wa 

Mr. Tuomas. Do you want the reporter to ‘read your words back? 

Mr. Dorrrer. No. I willtake your word for it. 

Mr. Yates. That will be corrected later. 

Mr. Tuomas. No, it will not. 

Mr. Botanp. I think the answer is industry does not want to do it. 

Mr. Tuomas. Not much. 

Mr. Evins. The answer is, the Justice Department does not want 
them to do it. 

Mr. Tuomas. Give us the answer to it and break down the 
$2,250,000 ' 


PURPOSE AND NEED FOR UHF STUDY 


Mr. Lee. Mr. Chairman, if I may, I would lke to spend just a 
few minutes on this. I think it is probably the most important item I 
have seen in the Federal Communications budget since I have been 
there, some 7 years. I would like to point out that with respect to 
the seven commissioners here you will find strong differences of 
opinion as to the relative merits of the U. & V., but you will find 
unanimity with respect to the fact we should perhaps find out more 
about this. 

Mr. Tuomas. You have had these stations in operation all over 
the United States—the high frequency stations. What do you hope 
to learn ? 

Mr. Lee. What we hope to do is to demonstrate once and for all 
whether or not UHF will work appropriately in what we consider 
to be the worst area in the country geographically. 

Mr. Tuomas. Have not the two big networks who dominate the 
ohthe field been spending some money and de ing some research in 
this field ? 

Mr. Ler. The two big networks have owned and operated UHF 
stations in so-called mixed markets and they have found this does 
not work. 

Mr. THomas. We do not want to bail them out here to the tune of 
$2 950.000. do we? 

Mr. Lee. No. Actually, the inspiration for handling this in this 
manner came largely from this subcommittee who said—why go to 
industry hand in hand and ask them to do your work for you? Why 
do you not do it? Now, we had an experience several years ago 

Mr. Tuomas. Your chairman just said that the Government has 
never done anything constructive in this field, and I do not like to 
argue with the chairman. 

Mr. Ler. There is one very strong point that I would like to make. 

{s I listened to the discussion this morning, the chairman of the sub- 
committee was concerned about monopoly. Mr. Yates was concerned 
about access to local advertising. I am sure that Mr. Evins is very 
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interested in small business, I think I can almost say all of our prob- 
lems—or 98 percent of them—are concerned with this lack of facilities 
and that if we have more facilities we will have fewer problems. 

No, nobody has to apologize for this; it was an honest mistake, but 
we made a determination some years back that the UHF portion of the 
band would work with the VHF portion. We put out these assign- 
ments. People applied for them. The UHF stations soon learned 
wherever a VIF signal came in they could not come in. So the UHF 
band is largely out of business except in those relatively few areas 
where there are no V signals, and in those areas that I have personally 
visited there is nothing wrong with the UHF signals. There is a 
disparity as compared “with TV. The degree of disparity with re- 
spect to coverage is subject to some debate, but there is no question 
about the fact that it has improved. We aT to settle this prob- 
lem by actually putting a station in New York City. We hope to get 
on the Empire State Building. 

Mr. Tomas. How much are you going to spend on your station and 
how much on your research ? 

What is the nature of the research? This is supposed to be for a 
2-year period. I presume it is a nonrecurring item, or amount. 

Mr. Ler. That is right. 


Mr. THomas. How much are you going to spend on the station? 
METHOD OF CONDUCTING STUDY 


Mr. Ler. For the breakdown I will defer to Mr. Boese and Mr. 
Davis of our research staff. I would like to make a point, however, 
that obviously it is a rough figure. We do not propose to hire more 
than four or five people and we would contract the balance out, pre- 
sumably to institutions like MIT or whoever is capable in the field. 
We would purchase receivers and put them in homes and compare the 
reception with the VHF reception. It would be a nonrecurring cost 
at the end of 2 years. We would think we would be able to say either 
UHF does not work or it does work in the worst pi: we in thee ountry ; 
therefore, we should do something with it. If we do not we are going 
to lose the UHF band. There are a lot of other people looking at it. 

If you want to get right down to the nub here, I would like to make 
one other point with respect to some earlier thinking about this 
projec t, and that 1s, one of the real sad features of the lack of facilities 
is with regard to the educational people: They have been largely as- 
signed UHF allotments and they have not been able to put them in 
business except with one or two exceptions. New York City, for ex- 
ample, the largest city in the world, has a UHF allocation. 

Mr. Tuomas. Is this going to require a lot of entirely new equip- 
ment in the way of receiving sets? Why cannot the receiving set 
manufacturing people do a little research? They have been profiting 
very well, have they not? 

Mr. Ler. Cert: ainly they have been doing very well. We would 
propose to use the receivers, some of special design and some ordinary 
normal receivers. For example, if you go into Springfield, Mass., 
or Fort Wayne, Ind., and buy a TV set you get a set that will receive 
any channel. We would caithiads to use some of those, just the ordi- 
nary run-of-the-mill sets. We would propose to have some specially 
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designed sets and perhaps some very poor ones. We think we might 
be able to work with the educational people in New York City—and 
this has not been worked out yet; it has not even been negotiated— 
and actually put these sets into schools or in locations which would 
meet the engineering requirements. The educators, if they wanted 
it. could use some of * this time for programing for this 2-vear period, 
otherwise, the balance of the time would ‘be used for programing of 
the three networks on a rotating basis. 

Mr. Tuomas. Are you keeping in mind when you are considering 
this item that the Space Agency is requesting $915 million this year 
and hopes to be able to do something about transmission in the upper 
atmosphere? It is hoping to do away with all the black spots and 
the blackouts and maybe do away with the long lines and the cables 
and everything else. Just where does this fit into that picture ? 

Mr. Lee. I do not think that it quite fits into their picture yet. 
The problem really is not propagation. The fundamental problem 
is the lack of receivers. There is nothing wrong with the UHF 
transmission. 

Mr. Tuomas. It was announced 2 or 3 years ago when setting up 
these upper band stations that the equipment people had already 
made sets that would operate in those fields. 

Mr. Ler. They are making sets that will operate in both U and V. 

Mr. Tuomas. In order to make them I presume that they have to 
do a little research and are still doing a little research. 

Mr. Ler. That is correct. 

Mr. Tuomas. And you are going to turn around and subsidize 
their research # 

Mr. Ler. No. From what I have seen, sir, the all-channel sets are 
quite adequate. In the areas where I have seen them they are only 
$15 or $20 more than the VHF sets. In this highly competitive field 
a fellow in New York City obviously would not buy a set that would 
receive all channels since there are no UHF channels transmitting 
there: hence, there is no market and no incentive for the manufacturer 
to provide this set in quantity. 


BREAKDOWN OF COST OF PROJECT 


Mr. Tuomas. Give us a breakdown on how you intend to spend 
your money 
* Mr. Borse. I am the Assistant Chief Engineer in charge of the 
Technical Research Division. 

We have been working on the planning of this project since last 
fall, and intensively since the project has been approved by the 

Sureau of the Budget. The costs in this area are being explored 
constantly. Approximately $1 million will be used for transmission 
facilities similar to those employed by regular commercial stations. 

Mr. Tuomas. Do you mean that is ‘the station that you intend to 
use in New York City? 

Mr. Borse. Yes. 

Mr. Tuomas. $1 million ? 

Mr. Boese. Yes. 

This will involve actually two transmitters. 

Mr. Tuomas. How do you arrive at $1 million roughly ‘ 

Mr. Borsr. The original breakdown was based upon the industry 

Mr. Tuomas. What does TASO stand for? 
estimate made by TASO. 
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Mr. Borsr. Televi ision Allocation Study Organization. 

Mr. THom.s. Of whom is it made up ? 

Mr. Borse. Rewrenantatiogs of the television industry, and among 
other things they studied the cost of transmitting and receiving 
equipment. 

Mr. Tuomas. It isa trade organization for the industry, is it not ? 

Mr. Borsr. No,sir. It was a study organization. 

Mr. Tuomas. It is a study organization made up from the industry ? 

Mr. Borsr. Yes. 

Mr. Tuomas. Is there any reason why the industry should not pay 
for this cost ? 

Mr. Ler. On this particular problem the reason for the setting up 
of TASO—which was 104 men for industry, largely the same group 
who developed the color standards—was to help us on this very prob- 
lem. This was one of the objectives. By reason of a fear of antitrust 
implications the final result from this industry committee did not give 
us the answers that we expected to get. That is why we are here with 
this. 

Mr. Tuomas. Proceed with your breakdown for the $1 million sta- 
tion in New York. 

Mr. Borse. The transmitting equipment, according to our last esti- 
mate, we have discussed with two manufacturers, and the range is be- 
tween $446,000, which involves lease arrangement as against another 
manufacturer’s price who proposes an outr ight sale of $688,000. 

The construction of the station will run in the neighborhood of, 
according to the latest estimate, $285,000. The operating cost will he 
in the neighborhood of $900,000), 

Mr. Tuomas. How much does that add up to? 

Mr. Borse. I do not have that added up separately. 

Mr. THomas. Proceed. That covers about your $1 million. 

Mr. Borsr. Yes. The remainder would be involved in research 
and development and- 

Mr. Tuomas. How do you break down your research from your 
development ¢ How many research contracts will you have, and with 
whom, and what will they cost ¢ 

Mr. Borsr. The receiver development program we have estimated 
will cost $250,000. We have had no discussions at the present time 
with any firms, or research institutes. We intend to explore the new 
electronic developments which are not now incorporated in home re- 
ceivers but at the same time not overlooking any developments which 
will be offered by the TV receiver industry. 

The receiver production used for this special purpose which involves 
100 receivers, will cost $195,000. The installation and observation pro- 
gram, $86,000, and then the overhead in the w ay of project direction 
and contracts for consultants, the analysis of the data would account 
for the remainder. We can give you the breakdown as of the present 
time. It was only last night that we got a definite figure from one of 
the transmitter manufacturers on a lease art ‘angement which would 
obviate the necessity of purchasing equipment. 

Mr. Tuomas. That was $448,000 against $688,000 ? 

Mr. Borsre. Yes. 

Mr. Tuomas. That is quite a reduction. For the record insert at 
this point a further breakdown of your costs as best you can. 

Mr. Borsr. Yes. 
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(The requested information follows :) 


REVISED Cost ESTIMATES FOR THE UHF-—TV Prosect (INCLUDING 
SUPPLEMENTAL JUSTIFICATION INFORMATION ) 


The time available for the preparation of the cost estimates for the Bureay 
of the Budget for a project of this complexity and magnitude has made it de- 
sirable to continue the planning of the project with the result that a revised 
estimate is in order. It should be noted that some items are still tentative 
estimates which are subject to further upward or downward revision. The 
revised breakdown of the total estimated cost of $2,250,000 assures that the 
project can be completed. Exact estimates have been included where available 
but a contingent item has been included to cover additional costs which cannot 
be determined until contracts are negotiated as well as additional factors which 
should be included, such as high transmitter power. Before the actual ex. 
penditure of funds is made, a thorough investigation will be made of the aca- 
demic, industrial, and other governmental resources which might be made avail- 
able to the Commission to answer definitively the technical adequacy of UHF 
television incorporating modern advances in electronics 

Further planning and inve@tigations during the remainder of this fiscal year 
might be undertaken with present funds and manpower. 

While the substantive matters are included that are covered in the Commis- 
sion’s budget estimates submitted, it may be helpful to forward some pertinent 
excerpts from the report of the Television Allocations Study Organization sub- 
mitted to the Federal Communications Commission on March 16, 1959, entitled 
“Pngineering Aspects of Television Allocations.” 


“Part I, SUMMARY 
“Part I consists of one section only—a summary written by the Executive 
Director’ of the material contained in the remainder of this report and in the 
records of the TASO panels and committees. Three principal topics are pre- 
sented: A statement regarding the major tasks accomplished by TASO, a 
résumé of the major results of the engineering studies conducted by the TASO 
panels and an indication of the work which should be carried on to Su] plement 


the work of the TASO panels. 
ABSTRACT OF REMAINDER OF THIS REPOR' 


‘2.1 Major tasks accomplished 

“The sole task of TASO is to make a comprehensive study of the engineering 
factors underlying the allocation of frequencies (or channels) to television 
broadcasting. It is natural, therefore, that its major accomplishments have 
been technical in nature. The more important of these will be described in 
general terms in this section, with technical details being reserved for later 
sections. 

“Before technical achievements are ennmerated, however, it is worth while to 
note another significant aspect of the TASO operations. This is the fact that 


in its organizational structure, its financial backing and its engineering studies, 
all phases of the television industry were represented and worked together 
actively and cooperatively to achieve the specified goals. TASO panels and 


committees were composed of leading engineers from manufacturers of tele 
vision transmitting, receiving and measuring equipment; from television net- 
works; from independent high and low-power, UHF and VHF broadcasting 
stations; from consulting engineering firms; from educational institutions; 
from governmental agencies; from community television distribution groups; 
from technical publishing houses; and from the television service industry. | 
The fact that the TASO panel reports were prepared and approved by such a 
diversified group of highly qualified engineers lends authority to the conclu- 
sions reached in these reports. 
Me * * x » . » 





“2.2.3 Interference 

“A factor which favors UHF operation is that of greater freedom from 
interference. Although TASO did not make quantitative measurements of inter- 
ference, the observations made in the field surveys, the questionnaire survey 


i Dr. George R. Town, now dean of engineering, Iowa State College (editorial note). 
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of television servicemen and inquiries directed to service managers of leading 
television receiver manufacturers showed clearly that UHF television is sub- 
stantially free from atmospheric interference, from such man-made interfer- 
ence aS ignition and other impulsive electrical noise and from airplane flutter. 
Multipath difficulties were not found to be a really serious factor except in 
large cities. In most locations, multipath was more objectionable at VHF than 
a UHF. Galactic noise, which may be an occasional bothersome source of inter- 
ference on low VHF channels, is of no consequence at UHF. Finally, although 
there were frequent reports of cochannel and adjacent-channel interference at 
VHF in the information obtained from servicemen and others, there were prac- 
tically no such reports at UHF. This, however, may well be due at least in 
part to the relatively small number of UHF stations on the air to cause such 
interference, since the curves of interfering (or tropospherically propagated) 
signal strength developed by TASO indicate that, at equal distances and for 
comparable effective radiated powers and transmitting antenna heights, inter- 
fering field strengths at UHF are only some 6 db lower than at VHF. 
™ * Ea * * * a 


“The most significant aspect of these figures is that there does not appear to 
be much immediate probability of an appreciable improvement in the relative 
performance of UHF receiving installations as compared with similar VHF 
installations. A major part of the difference is due to the antenna and the trans- 
mission line; and it is difficult to visualize means for improving the UHF per- 
formance of these components greatly without also improving their VHF per- 
formance. Even if the noise factor of a UHF receiver were made equal to that 
of a low-band VHF receiver, the relative performance of the UHF installation 
would improve by only 7 decibels; and the overall performance of the UHF 
installation would still be some 16 or 20 decibels poorer than that of a low-band 
VHF receiver installation and some 10 to 13 decibels poorer than that of a high- 
band VHF installation. 

“Other receiver characteristics, as shown by the TASO data, are of interest, 
but not of as much significance. Image ratio, oscillator stability, tuner band 
width, and receiver sensitivity are poorer at UHF than at VHF, Other char- 
acteristics are not significantly different and the poorer sensitivity of UHF re- 
ceivers is not particularly important in view of their poorer noise factors. A 
matter of practical interest is that of the relatively rapid failure of a vacuum 
tube (type 6AF4 oscillator) used in UHF tuners. This has been a real source 
of trouble in the field. Recent improvements in the design and construction of 
these tubes, plus care in the design of the associated circuits have improved this 
situation, although some difficulty will doubtless continue to be experienced. 

* * * * * * © 
“23 Unfinished work 


“It would be grossly misleading to suggest that TASO has done al] of the work 
which needs to be done in the field of television engineering allocation studies. 
This type of work should, and in fact will, be carried on indefinitely by the tele- 
vision industry, by educational institutions, and by the Government. In this 
section, several of the more important unfinished tasks will be mentioned briefly. 
More specific suggestions regarding some of these problems will be presented 
later in section 23 of this report. 

* + x * * * * 


“In connection with the analysis of propagation data, additional field work is 
needed to learn more about the reasons that UHF field strength is well below 
its theoretical value. In particular, more information is needed regarding the 
influence of its surroundings upon the performance of the receiving antenna. 
The work done to date indicates that ambient conditions near the receiving 
antenna are most significant, but further work is needed to permit a more accu- 
rate quantitative evaluation of these factors.” 

Field tests of other types are also needed. One of these, which has already 
been discussed, is a field test of very precise carrier frequency control operation. 
Again, specifications for such tests have been prepared but no arrangements 
have been completed for conducting the tests. Other techniques which could be 
of importance in allocations and whose values can be determined only by field 
tests are the use of circular polarization in an effort to provide better coverage 
in shadowed areas, particularly at UHF; and the use of mixed circular, hori- 
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zontal and vertical polarization in an effort to provide better discrimination 
against interfering signals. Again there are no current plans for such tests. 
Still other field tests should be conducted to determine the usefulness of the 
methods proposed in section 10 for sampling the area around a television trans- 
mitter to determine its service area. It is believed that these methods are 
sound but, as is pointed out in section 10, they must be tested in a number of 
areas before their use ean be recommended. 

Finally, field surveys of television picture quality in the home in very large 
metropolitan areas should be conducted. These should be coordinated with 
concurrent measurements of field strength and, of course, comparable UHF and 
VHF sources of television signals are needed if the surveys are to be of maximum 
usefulness. Unfortunately, facilities for such surveys are not readily available. 
Moreover, and perhaps of even more importance, is the fact that no satisfactory 
specifications for measuring field strength in very large metropolitan areas 
have been developed, and there is even a great scarcity of worthwhile ideas on 
the subject. Perhaps in the absence of such specifications, surveys of picture 
quality alone would provide significant information, although a _ tremendons 
number of observations would have to be made if the results were to be of much 
statistical significance. The utility of a UHF station in a canyon-like city has 
not been determined: quantitative data are needed. TASO has no plans for 
such tests, but they should be undertaken if facilities become available. 

(See appendix A for “Comments of the Committee for Competitive Television 
To Be Incorporated in the TASO Report.”’) 


Revised budget estimates, New York City UHF project 


1. Project direction: 


A. Project manager (to be employed under contract if Gov- 
ernment employee is not available—2'4 years, at 
$20.000 ) _- 


dad alailiiaadass tales taint i a Net $50, 000 
IIE cchinticnniasesniin aaa : se : 5, 000 
B. NBS (Radio Systems Engineering Division) assistance. 
le ctl Saeiniiacian seni 50, 000 
I reece 10, 000 
D. Travel expenses for manager and consultant_____-___-_-~ 10, 000 
E. Expenses for possible National Academy of Science ad- 
visory or steering committee of 12 and small staff. 
(See app. C)--- aa la ll or cis s 75, 000 
200, 000 
~. Empire State Building station 
A. Equipment cost: 
1 45-kilowatt transmitter lease, including 45-gain 
antenna and deicing equipment (18 months) 193, 000 
Rental for 6 klystron tubes (50 weeks) --- : 49, 500 
Installation, including model test eA L 70, 000 
Video equipment (test pattern, monitoring, STL and 
terminal equipment) —_-----~-- seeee eS = 30, 000 


Circular polarization antenna and switching equip- 
DIED. iaiestntagdin tasters ‘ 25, 000 
Helicopter pattern checks___----------- ae : 1, 500 


369, 000 
BR. Operation cost: 


Rent plus building license for Empire State Building 
for 18 months (assumes 4, commercial rate) ee 60, 000 


Salaries, 4 operators Sree Bee ee eo 50, 000 
Power, tubes, and replacement parts__- 4 J 21, 500 


131, 500 





Total, Empire State station__ ot ; is 500, 500 





on 
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Revised budget estimates, New York City UHF projeci—Continued 

















bey | 8. Multicasting station (located outside urban area) : 
A. Equipment cost: 
1 12-kilowatt transmitter lease, including 1 25-gain 
, antenna and deicing equipment (18 months) ~~ ..--~~ $100, 000 
Rent, 2 klystrons for 50 weeks___-----.--.-----~------- 16, 000 
Transmission line 1000 feet long, @ $40 per foot) -------- 40, 000 
> Video equipment (monitoring, test, and necessary terminal 
L guuinmient) sic. t cull MO hie dele 20, 000 
l Building and service Tactiues. ........ rw eh 50, 000 
L Land (1,000X<1,200 feet for guyer tower) or suitable 
. easement (assumed to be available at no cost to Gov- 
y ernment) Tower and erection (1,000 feet) _..._----_~ 155, 000 
8 Helicopter pattern checks_..-.-..------~- ei st ee 1, 500 
1 
e 382, 500 
S 
i] | B. Operation cost 
s madariog. 4 oneratorméuio liso. a bs bisa Beck 50, 000 
r Power, tapes, remacement parts._._.__.__.___...- let 15, 000 
n 65, 000 
Total, multicasting station____~- ‘ see 447, 500 
4. Receiver research and development program : 
Low noise (NF=3 db) UHF receiver development (radio- 
and intermediate-frequency section) —_. ee ee aes 250, 000 
0 Hand fabricating and testing, 80 of above units_ a 60, 000 
0 German UHF tuners, procurement and check (20 units) — ~~~ ver 000 
90 standard TV receivers for modification ali tee 22, 500 
») 10 standard color TV receivers for modification. ees 4, 000 
”) 10 portable UHF receivers (for F/S program) of 3, 000 
0 ee, bot eee : . 341, 500 
”) 5. Receiver installation and observation program (program assumes 
o \ 1 month use at typical VHF dwelling) : 
”) TL  BRCOR VOR COROT IG ee ne cp eek myo eh ermerhs & seins 13, 500 
wi 3 teams of installation experts (2 men per team, 1 fuily quali- 
fied installer and 1 helper) -—-.---.---_~-_-~-- wih inet 54, 000 
1 GOD. DODGITIMOR ss 2.4.6 oe onic nse~ anehite 2. 11, 000 
Cost of replacement parts_____----~-- enanniit ‘ sa 10, 000 
Overhead, and profit for contractor (covers rent, vehic les, 
J LRRTIGO. CGD: cstmaehnctidiencpiccmmindi-nnth iahawantintetbécisdentbteteddios 78, 500 
m” Gubbétak 26s ns oa ee es a a A ___ 167, 000 
6. Field intensity survey program: 
100) Comprehensive field strength measurements conducted 
throughout New York City area____-_-~- Bichon mai 334, 500 
00 Administration and data preparation for automatic data 
100 processing - 
ae 1 engineer, at $10,000_____-_ dsiotcaka saad 2 10, 000 
"00 5 Chen A eh alent sattal.teinil acide 5, 000 
wp > survey units: 
1 supervisor, at $12,500______---_- ei 12, 500 
5 engineers, at $10,000_____-._-- sacekt debbe 50, 000 
10 | 10 technicians, at $5,500_- ne - ae _55, 000 
00 | Metet pitconhebeicuel il A ILL 132, 500 
100 Overhead (¢ 185 peruent) wosn eee a wn Si otek 166, 700 
—_— Covers vehicles, equipment, offic e space, and transporta- 
00 I a lt el 5, 000 
iad Sabiettl: an Sue A el lees Pe, JA SL ee 304, 200 
me | Contractor’s profit (estimate 10 percent) ~..---.----.-----~~- Puts 30, 300 
Nee eee eee ee eee ee ee od den ag ann pena aeeneneen 334 500 
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Revised budget estimates, New York City UHF project—Continued 


- 
‘. 


Analysis and report: Analysis of field strength measurement data 
and of receiver observation, including those installed under 
program plus other reports. Also preparation of final project 
report. (FCC staff, NBS, and NAS consultants, possibly sup- 
plemented by professional independent industrial research or- 
mepremmtiom) fd Seth ee De i i fh Lae SRLS be ide bbis $25, 000 
8. Reserve for contingencies in above items and development of 
possibilities which cannot now be foreseen, including the 
following: 
1. Possible necessity for purchase of transmitters to meet 
specifications rather than lease_____...______-_-.--__- 
Construction, building rental, land, and costs installation 
may be higher than estimated____.______.-__--__-__- 
3. Further planning may result in attainment of up to 5 
megawatts radiated power instead of 1 megawatt found 
feasible with preliminary planning- ; 


bo 


4. Receiver development and fabrication costs may be higher 234, 000 
than estimated which will depend on improvement found 
aii eee 


5. The revised plans call for a transmitter at the multicast 
station of % of the power than the original estimate 
The engineering of the 2d station for optimum results 
requires more study than has been feasible with the 
Aa Rh ee pA eR cee kee ‘ 


menbe) Demamient cei cucu "2250, 06) 


The revision in estimated cost has been made in accordance with the follow- 
ing factors: 

1. The Commission’s staff was recently able to obtain an estimate for leasing 
of UHF transmitters from one manufacturer. The other UHF-TV manufacturer 
had no leasing arrangement to offer without high-level approval.’ No transmitter 
or transmitting antenna development is planned. Present planning is based on 
the use of an effective radiated power of 1 megawatt, but efforts will be made 
to attain a higher radiated power as may be consistent with adequate coverage 
in the vicinity of the station. (5 megawatts ERP is now permitted under the 
Commission’s rules.) However, it may be of interest to point out that informal 
information received from the Lincoln Laboratory of MIT indicates that high 
power transmitting tubes have been developed for the BMEWS program of 100 
kilowatts peak power with the possibility of combining 8 tubes to give a total 
transmitter peak power approaching 800 kilowatts, at a transmitter cost of ap- 
proximately $4,000 per kilowatt. Presently available TV transmitting antenna 
systems can not handle this power. If the standard TV antenna gain of 25 times 
could be achieved with adequate power capacity, an effective radiated power of 
the order of 20 megawatts would be possible. An installation of this cost might 
be economically feasible in large metropolitan areas such as New York City. 
Transmitter and associated antenna development would take more engineering 
and construction time than now planned. The extensive field measurement 
program would provide a means for estimating the coverage of a station having 
a higher power than actually used in the test. 

2. The original proposal for the investigation of multicasting, i.e., the use of a 
second transmitter operating on a nearby channel from a different location, 
which would tend to fill in shadows in the reception area of the midtown station 
has been reevaluated. It has been considered practical to reduce the power of 
multicasting stations and limit the receiver observations of this technique to a 
portion of the New York metropolitan area, and that field strength measure- 
ments could be used in order to determine the potential coverage from a second 
transmitter having the same power as the main transmitter. Therefore, a 12 
kilowatt transmitter, on a lease basis, is included in the estimates instead of a 
45 kilowatt transmitter as originally contemplated. An item of $155,000 for a 
1,000-foot guyed tower is included. However, no estimate for land purchase or 


1A contingent cost estimate is included in the detailed cost estimates which include, 
among other costs which cannot be anticipated without detailed negotiations, the dif- 
ference in transmitter cost between informally given leasing cost from one manufacturer 
and purchase of the second established manufacturer. The exact cost will be based on 
request for bids, which will include technical specifications, and requesting bids on both 
a lease or sale. The exact cost can only be determined at that time. 
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rental for the 1,000- by 1,200-foot area required for the tower guy cables. It is 
planned that the land would be available without cost. The precise location of 
the multicasting station for optimum estimated results requires further study, 
and the tower cost may be proportioned between land and/or building rental 
with a shorter tower. 

3. The estimate of $250,000 for an optimum UHF receiver has been retained. 
The exact cost will be determined by a feasibility study planned for the current 
fiscal year, which will assist in determining applicability of basically new com- 
ponents for home TV receivers, such as parametric amplifiers, tunnel diodes, and 
other solid state devices. Such advanced UHF-TV tuners have not been de- 
veloped for practical use by American TV manufacturers as far as such informa- 
tion has been made public. However, it may be that the incentive provided by 
the existence of this program may induce TV receiver manufacturers to offer an 
improved UHF receiver for the tests, without cost to the Government. Then 
this expenditure may not be required. However, the $250,000 estimate provides 
for the development of an improved UHF receiver by one of many qualified 
laboratories primarily engaged in military development, and would not involve 
subsidy of any segment of the TV industry. This phase of the project would 
provide the possibility of obtaining receivers for field testing without reliance on 
the development laboratories of TV receiver manufacturers and thereby estab- 
lish a performance goal. If legislation prohibiting any but the shipment of 
VHF-UHF receivers in interstate commerce is enacted, this program would also 
result in an independent source of technical information which would assist the 
Commission in the establishment of standards. 

The receiver fabrication program, originally anticipating 100 sets, has been 
reduced to 80. However, German TV receiver manufacturers have publicized 
the design of a UHF broadcast receiver tuner which incorporates a low noise 
radio frequency amplifier tube of reasonable cost which has substantially im- 
proved performance over U.S. UHF commercial receivers which do not now use 
an RF amplifier tube. The apparent reason that these new UHF receiver 
developments have not been incorporated in UHF receiver production is not 
because of the lack of ingenuity of the industry, but because of the lack of 
incentive provided by the current demand for VHF-UHF receivers. The Ger- 
man UHF tuner development, referred to above, is a result of the assured 
demand for UHF receivers resulting from Government operation of European 
UHF TV stations. The performance does not equal that potentially possible 
from parametric amplifiers, which is the aim of the independent receiver devel- 
opment program. Nevertheless, it is planned to purchase 20 German UHF 
tuning units for incorporation into standard U.S. commercial receivers and these 
will be included in the receiver observation program. 

4. The receiver installation and field test program anticipates the installa- 
tion of the 100 receivers in representative dwellings by a regular receiver serv- 
ice organization. 

If arrangements are feasible to transmit educational programs from public 
educational institutions in the Metropolitan New York Area, a number of UDHF- 
TV reception points would be automatically provided in schools and thereby ex- 
pand the number of test locations. This might reduce the cost of this phase 
of the project. 

5. The original estimate of $386,500 for the technical field strength measure- 
ment program has been reduced to $833,400 by reducing the man-made noise 
measurements to sample measurements. While comprehensive noise measure- 
ments might be desirable from a scientific standpoint, the man-made noise 
would be subjectively established in the observations of the received pictures. 
The signal to noise ratio (commonly called snow) on the received pictures 
would be variable with the received field strength. 

Cooperative measurements may be made by other organizations, but up to 
the present time it has not been practical to secure commitments in this regard. 

Discussions are scheduled with representatives of the Bell Telephone Labs 
who have made measurements in the neighborhood of the UHF-TV band in 
connection with the planning of an expanded UHF mobile telephone service. 
Others who have made UHF measurements in the New York area will be con- 
tacted in order to utilize their experience and data. 

During the development, procurement, and installation stages of the project 
during fiscal year 1961, preliminary measurements will be made on UHF edu- 
cational stations in Philadelphia and possibly Pittsburgh and Detroit in order 
to gain any additional necessary experience in the development of suitable 
techniques for the New York test. 
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6. It should be noted that no allowance has been made for the cost of pro- 
grams or equipment for the origination of programs other than test patterns ang 
station identification. Some preliminary discussions have resulted in the as- 
surance that VHF programs will be available for rebroadcasting. VHF-UHF 
reception and signal comparisons would be facilitated by the transmission of 
identical program material on both bands. However, this feature will be ba)- 
anced against the greater number of reception observations which would be 
afforded by the transmission of program material originated by educational ip- 
stitutions and some homes. The City of New York Municipal Broadcast and the 
University of the State of New York have construction permits for UHF stations 
in New York City. In the New Jersey section of the Metropolitan New York 
area, may also have some interest in educational TV broadcasting facilities. 
The purpose of the proposed UHF project is a technical evaluation of UHF-Ty. 
Technically good pictures are required for the project. The educational insti- 
tutions whose programs might be transmitted might well be expected to con- 
tribute to the scientific program by submitting systematic and technically sound 
reports on reception of the UHF signals in schools and other locations to which 
the educational institutions might have under their control or at least ready 
access. For a substantial fraction of the time, however, VHF programs would 
be duplicated to facilitate comparative observations. 


APPENDIX A 


Pertinent excerpts from “Engineering Aspects of Television Allocations, Report 
of the Television Allocations Study Organization to the Federal Communi- 
cations Commission,” submitted March 16, 1959 

Pages 726-729 
“Comments of the Committee for Competitive Television to be Incorporated 

in the TASO Report.” 

7 * * * *” > ” 
“The TASO report is essentially a more comprehensive analysis of certain 
basic information which has been generally known—especially by UHF broad- 
casters—for the past several years. For instance, although it has been recog- 
nized that the coverage for UHF stations is somewhat less than an equal power, 
equal height VHF station, TASO has provided significant numbers for the at- 
tainable distances. Likewise, TASO has assigned numbers to the known dis- 
parity between UHF and VHF receiving installations. Hence, the TASO report 
merely emphasizes that if the final allocations plan anticipates VHF there will 
be relatively few stations in the country—each of which will serve multiple 
markets.” 
” a * + . > . 


“The section of the TASO report entitled ‘Future Electron Devices for TV 
Tuners’ supports the fact that inevitable refinements in technology will improve 
the performance of UHF tuners. As noted previously, the field tests show only 
a 5 db difference in signal is required between low channel UHF (14-30) and 
high chennel VHF. This 5 db could realistically not only be canceled but made 
a negative value—which would favor UHF over at least high channel VHF. 
The TASO report is already outdated in this respect because at the time of this 
writing (March 4, 1959) reports of the excellent performance of parametric 
amplifiers at UHF have been released. (Reference letter from Microwave 
Associates attached. )”’ 

om * * . * ao a 


“In the assessment of relative performance of UHF and VHF much consid- 
eration must be directed toward interference problems as many types of inter- 
ference are the determinants in the usability of a picture. As the TASO report 
shows in section 2.2.3, UHF is acknowledged to have freedom from ignition and 
other impulse noise, freedom from atmospheric noise, freedom from galactic 
noise, freedom from aircraft flutter and high adaptability to discrimination 
against multipath transmissions. The superiority of UHF over VHF in this 
respect is of such a magnitude of recognition that TASO engineers did not even 
schedule quantitative measurements to be made.” 

* . * + * * * 
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“The advantages thus outlined illustrate that the UHF spectrum can be very 
effectively utilized for broadcasting purposes. It should also be pointed out 
that the substantially greater number of channels available today in the UHF 
pand makes it possible to provide local services. to communities not now receiv- 
ing Such and to provide more and economically competitive outlets to many 
communities presently denied this right. 

“The utilization of more VHI’ space presently assigned to other services is 
an idea that represents a narcissuslike approach, in that the principal handi- 


cap that has beset UHF operators has been that there were no sets in the hands 
of viewers which could receive their signals.” 


* . * * * - * 


“/s/ WILLIAM L. PUTNAM. 


“/s/ GeorGE R. TOWNSEND.” 
APPENDIX B 


U.S. DEPARTMENT OF COMMERCE, 
NATIONAL BUREAU OF STANDARDS, 


Washington, D.C., January 22, 1960. 
FepERAL COMMUNICATIONS COMMISSION, 


Washington, D.C. 


(Attention: Ralph J. Renton, Acting Chief Engineer. ) 
Reference : 6141/TR 90.2, October 23, 1959. 

GENTLEMEN: Following your request, the Central Radio Propagation Labora- 
tory has reviewed the Commissions proposed UHF-TV project outlined in the 
copy sent to us of your submission to the Bureau of the Budget. 

While most of the necessary information for evaluation of the basic’ propaga- 
tion characteristics at UHF is already available, it seems clear that a controlled 
experimental transmission and observations as proposed, with proper engineering 
and sound statistical design, can improve usefully the basis for planning broad- 
casting service and allocations. The project could yield its most significant 
results, however, in the area of developing and demonstrating more effective 
UHF service by improvement of techniques for transmission and reception; we 
recommend that emphasis be given to that aspect of the program. It is clear 
that technical improvements, and significant demonstration, of the utility of 
UHF television broadcasting relative to VHF, offer an important key to easing 
of frequency allocation problems for many important VHF—-UHF radio services. 

Following Mr. Boese’s telephone request to Mr. R. C. Kirby, of the Radio 
Communication and Systems Division, this letter is intended to confirm that the 
National Bureau of Standards is prepared to assist the Commission further in 
the technical planning of its project. The Bureau could also carry out directly, 
as may be agreed between the Bureau and the Commission, the aspects of the 
work which fall within the mission of the Central Radio Propagation Laboratory, 
and for which facilities and personnel are available. 

Some specific areas in which work is recommended to be carried out at CRPL 
are: (1) research and development on UHF television transmission and recep- 
tion techniques such as new modulation techniques and antennas; (2) assistance 
in statistical design of measurements on pilot transmission, involving sampling 
locations, durations, conditions, and criteria; (3) propagation recommendations 
affecting siting of transmitter, locations of receivers and interpretations of 
measurements; (4) analysis of measurements. (The Commission engineering 
staff is familiar with the work of Mr. W. C. Coomb’s group on television trans- 
mission techniques and Mr. H. V. Cottony’s group on antennas.) 

Substantial work on the project would have to be undertaken after July 1, 
1960. Because of the basic responsibility of CRPL to assist the regulatory agen- 
cies in technical metters, as much as possible of the work would be carried out 
on the NBS appropriation. Our consulting and advisory efforts and funds are 
necessarily limited, however, because of the need to apportion them to many 
federal interests, and it would undoubtedly be necessary for the Commission to 


fund any substantial work. Cost estimates can be provided after further dicus- 
sions to define the scope of the work. 


Very truly yours, 

Epwarp WIcHERS, Acting Director. 

a Editorial note added by FCC staff with the concurrence of Mr. R. C. Kirby of NBS: 
asic 


propagation characteristics’ refers to transmission over natural terrain rather 
than in an area of tall buildings. 
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Dr. DetLEY W. BRONK, 
President, National Academy of Sciences, 
Washington, D.C. 


Dear Dr. Bronk: During the hearing on the Commission’s budget before the 
House Appropriations Subcommittee on March 1, 1960, reference was made to 
an ultrahigh frequency television project which is described in the President’s 
detailed budget estimates as follows: 

“The Commission proposes to undertake a comprehensive study of ultrahigh 
frequency television transmission and reception. The study is intended to de- 
velop technical information essential to the resolution of the television channel] 
allocation problem. It will involve the use of improved transmission techniques, 
the development of optimum performance receivers, and extensive field observa. 
tions and measurements. Because of the nature of this inquiry, the $2,250,000 
estimate provides funds for the entire study, which will be of 2 years’ dura- 
tion.” 

During the discussion the subcommittee chairman, Mr. Thomas, suggested 
that the National Academy of Sciences should be consulted, and that the ob- 
jeetives of the project could be obtained by the Academy by a fraction of the 
cost proposed by the Commission. Informal discussions between Mr. Boese of 
the Commission’s staff and Dr. Cornell of your staff indicate that Chairman 
Thomas’ suggestion is worthy of further exploration. 

While on most problems the Academy assists Government agencies through 
advisory committees, it is noted that there are several exceptions whereby the 
Academy operates research and engineering studies of the same general character 
as that proposed by the Commission. 

It will be appreciated if the Academy will review the Commission’s project 
justification from the standpoint of offering any criticisms and recommenda- 
tions with regard to scientific and engineering studies which might be made in 
evaluating the service potentialities in the UHF-TV band throughout the Na- 
tion, particularly in large metropolitan areas such as New York City. 

The Commission has made certain theoretical studies which when combined 
with empirical data obtained by UHF operations would tend to indicate the 
feasibility of UHF operation in such cities as New York ; nevertheless, the Com- 
mission considers it inadvisable to proceed upon purely theoretical conclusions 
in such an important matter. It is the reluctance on the part of the Com- 
mission to rely on the incomplete data at hand which has convinced the Com- 
mission that field testing should be employed to furnish the essential proof 
that theoretical calculations are correct. 

It would be appreciated if these matters were to be given your organiza- 
tion’s careful consideration, and at the earliest possible moment you were to 
advise the Commission on the following: 

(1) Whether you believe that the information currently at hand, including 
that embodied in the report of the Television Allocations Study Organization, 
is sufficient to provide the affirmative answer that UHF operations in New York 
City, by conventional or by presently known techniques and receiver develop- 
ments, would provide adequate service to that city and its environs, 

(2) Assuming the answer to (1) to be negative, whether the entire project 
proposed by the Commission would yield the results necessary. 

(3) If you consider field testing to be necessary, whether your organization 
would undertake the task so that reasonable assurance of results would be 
forthcoming by the fall of 1962. 

(4) Should your organization not be able to undertake the entire project, 
whether it would assume any part of the supervision and guidance of the project 
which may be deemed necessary. 

If the Academy is able and willing to conduct this study in accordance with 
the suggestion of Chairman Thomas, you may be assured that the Commission 
and its staff will give the Academy its full cooperation and assistance as well as 
all technical information available in its files. The staff is also available to 
provide any further information which will assist the Academy in its review 
of the project justification. 

Assuming that the Commission performs the project as proposed, it was sug- 
gested by Dr. Cornell that an Advisory Committee might be formed to assist the 
Commission on the project. The Commission is submitting a revised estimate 
which will include $75,000 to provide for the expenses of that Committee, con- 
sisting of 12 members, including one or two full-time staff members. This al- 
location is tentative and is not intended to preclude any other recommendation 
by the Academy. 

Preliminary comments and recommendations from the Academy are needed 
as soon as possible. It would be extremely helpful if an official expression of 
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the Academy could be forwarded to the Commission before March 21, 1960. It is 
appreciated that the short time available for consideration may limit its compre- 
hensiveness and the firmness of any estimates as to the costs involved, 

By direction of the Commission ; 


JOHN C. Dorerrer, Chairman. 

Mr. Jonas. The cost item that you have given us is for equipment? 

Mr. Borse. Yes. 

Mr. Jonas. What about operations? 

Mr. Borst. This includes operations as well. The operation would 
include only the electrical operation. 

Mr. Jonas. Do you people use these receiving sets? 

Mr. Bogss. No. 

Mr. Jonas. How will you pick out the people to use them? 

Mr. Borst. The objective of the study is to get representative loca- 
tions throughout the New York metropolitan area, 

Mr. Jonas. Do you think you can do that without cost? 

Mr. Borsr. Yes; I think there will be people interested enough to 
have the installations made in their homes. They will give a report 
on the operations of the equipment. These would be rotated at 
monthly intervals. 

Mr. Jonas. You think that there will be no further cost involved 
in this, this will be a one-shot operation, a turnkey job? 

Mr. Borsr. As far as the transmitter is concerned, yes. This money 
has been set aside for a 2-year program. 

Mr. Jonas. Why would it cost $50,000 to make a report? 

Mr. Borsr. Well, the heart of the matter is the report, the analysis, 
to make sure that this isa feasible project. 

Mr. Jonas. Who will do that? 

Mr. Borse. At the present time we have discussed doing it with 
the Bureau of Standards and the Boulder Laboratory. 

Mr. Jonas. You will do that on a contractual basis? 

Mr. Bogsse. That would involve a transfer of funds. 

Mr. Jonas. You do not propose to do it with your own people? 

Mr. Borst. Our own people will assist in the program but we want 
to employ the best talent in the country on the program, including the 
analysis of the data, so that this will truly reflect the status of UHF. 

Mr. Jonas. And you will want to establish whether the reception 
is satisfactory, or is not? 

Mr. Boesr. Well, it goes further than that. We have some charts 
developing what we intend to do. 

Mr. Evins. Is it not true that your high frequency band is just 
about absorbed and you have not moved into the ultrafrequency 
bands. You turned it over to industry to make a study and they are 
not interested in making a change. They are for the status quo. 
Their situation is good and they do not want any changes. If you are 
going into this study with a view to getting facts useful for the Com- 
mission and not just to confirm present convictions or positions, I 
want to say for the record that I would be for it. It excites me to 
get new facts and new information and pioneer in this field where 
there is confusion and difficulty. Industry does not wish to move 
in at all. They are perfectly satisfied to have the status quo. If you 
have an industry study you do not come up with anything new. 

Mr. Yates. Who is interested in moving into the field ? 


53225—60—pt. 2——-45 
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Mr. Evrns. Is the Commission interested in gaining these facts 
and for what purpose ? 

Mr. Botanp. May I ask a question ? 

Mr. Evins. Let him answer if he will. 

Mr. Botanp. This is along the line of your question. Is it the 
feeling of the Commission that you cannot arrive at a conclusion 
with respect to UHF without this study ¢ 

Mr. Craven. I feel that you cannot. 

Mr. Tuomas. You have had stations in existence for 10 or 12 years. 
Why can you not? 

Mr. Craven. I have grave doubt at the moment, based upon the 
present. facts, that we know enough about how UHF works in New 
York City to take the risk to tell the public that they can go in there. 

Mr. Evins. You have to have the facts and industry is not supply- 
ing you with them. 

Mr. Tuomas. How about other sections of the country ? 


REASON FOR LOCATION OF STUDY IN NEW YORK 


Mr. Yares. You do not have any UHF stations in any large cities? 

Mr. Ler. You have one in Pittsburgh, educational. 

Mr. Yates. Why can you not use that station ? 

Mr. Ler. Well, we are picking the very worst area. 

Mr. Yares. Can you not get your conclusions from Pittsburgh? 

Mr. Ler. They would be subject to doubt. The question that we 
always get is—how do you know that it will work in New York? 

Mr. Yates. Maybe it will not work in New York, but you should 
be interested in finding out whether it will work in Pittsburgh. 

Mr. Ler. I do not know why we should do it in a medium place. 

Mr. Tuomas. Who is going to benefit, just the large cities? You 
say Pittsburgh would not benefit by it because you already have a 
station there. 

Mr. Lee. The whole economy will benefit if we can arrive at a 
conclusion that we can find a way to provide more facilities. When 
we speak of the whole economy we are thinking now of not today 
but generations ahead. As it stands now, it looks like 12 channels 
is it. 

Mr. Tuomas. Have you not learned anything from your station 
in Pittsburgh? Why go to New York? What is the purpose? 

Mr. Craven. It is because of entirely different conditions of recep- 
tion. In New York you have high buildings. 

Mr. Tuomas. Does this study then just apply to New York City 
alone? 

Mr. Craven. If it works in New York City the chances are it will 
work any place else in the country. 

Mr. Tuomas. Do you have any in New York City now? 

Mr. Craven. No, sir. 

Mr. Tuomas. But you have one in Pittsburgh ? 

Mr. Craven. But it is no comparison with New York from the 
standpoint of an engineer trying to find out whether it will work. 
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OTHER OBLIGATIONS 


Mr. Tuomas. We shall now take up “Other obligations” and insert 


page 151 in the record at this point. 


(The page referred to follows:) 


VIII. OTHER OBLIGATIONS 


A. SUMMARY 


This section covers all requirements of the Commission for other than personal 
services. The estimates for most object classifications are higher than in 1960. 
The largest single increase is for the sum of $2,250,000 to conduct a UHF-Televi- 
sion study. The additional $235,695 increase results from continuation of the 
automatic data processing study, printing decisions and rules, replacement and 
new furniture and equipment, increased mail and communication costs, and a 
request for funds for rental of “fallout protected” facilities, etc. These items 
are explained under each object breakdown. 

The following schedules set forth the actual distribution of nonpersonal 
services obligations for 1959 and estimates for 1960 and 1961 by object class 
and by major activities. 








1959 actual | 1960 estimate | 1961 estimate 








BY OBJECT CLASS 
Travel 











iad Seas Pari Bo eas a Sipe SS $98, 250 | $108, 730 $144, 000 
i CICERO C0 CN i sccm cremsmaictinnsouleeloauiilinaseasiee x 17,001 | 25, 000 29, 300 
7 rns CON UROON. . 2. nncceccenccsceececuspenecs 215, 277 | 220, 000 258, 500 
MME CUNINICS J Sotticonslceauccebanastcquaksusawonde 112, 154 110, 180 160, 640 
06 Printing and reproduction __...........-...-....-....- ae 69, 957 70, 000 80, 000 
f Other contractual services... ........................- , 160, 024 | 209, 320 2, 516, 139 
ES ee ioe ; 140, 086 | 132, 195 146, 770 
ES ih Secelnd sdinnndasebsiainnedoudscébeasatigns 184, 410 173, 780 228, 150 
a I ae iinlid nla wad phn e Boao 114, 734 81, 800 23, 000 
li Grants, subsidies, and contributions..................-_- 509, 055 552, 800 582, 501 
13 Refunds, awards, and indemnities__....................-- 6, 283 7, 000 7, 500 
15 Taxes and assessments............... ethbGudnekods seen 3, 248 3, 500 3, 500 
oie ini ac ts 0k ease eh bak nlite aes teandsh ongeisataire ae 1, 630, 479 | 1, 694, 305 | 4, 180, 000 

BY ACTIVITY 
I. Applied technical research and frequency allocation _- 111,010 111, 718 144, 327 
II. Broadcast ; : eased nan Oaa asin cnaicbnet 188, 248 187, 142 229, 600 
Ill. Safety and special radio services__......................- 146, 063 141, 599 181, 225 
IV. Field engineering and monitoring...........___- 739, 974 740, 770 772, 434 
V. Common carrier... - Pe eta tee eel jueenilabeeid aaah 105, 848 111, 486 130 219 
VI. Executive staff and services. -_...........- pomdbukeeodawed 339, 336 401, 590 472, 195 
Ener -ON Wr BRUNO R ed. oh tsk sci coe cdi ath ic Rheedan NS dbk es tila sabes Pha clb ube ees 2, 250, 000 
I das aR tit eta nalinia te Biche ete taints eed ates ania 1, 630, 479 1, 694, 305 4, 180, 000 











TRAVEL EXPENSES 


Mr. Tuomas. Why the increase in travel of $108,730 to $144,000? 
Your staff field engineers are required to travel. 

Mr. Yates. We shall insert pages 152, 153, and 154 in the record 
at this point. 

(The pages referred to follow :) 
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B. JUSTIFICATION BY OBJECT CLASSIFICATION 























02 Travel 
pe eenemenei tee te! 
Organization unit 1959 actual 1960 esti- 1961 esti- 
mate mate 

Cen ae COMMONS. «6.3 a ak ides ve chlnbbd de cnidcse ide $9, 516 $15, 000 $12, 000 
Office of Opinions and Review................................ 148 150 "400 
Office of Hearing Examiners. _-- dictoimouet, siosiahsinsiinaninadinns digee 1,178 1, 000 1, 500 
Office of Administration... -................---............-...- 669 6” 2 000 
SN ot idmkbaanusmauees ae 643 60 1,000 
Office of Chief Engineer. -..+. ....-..-~..--.-.-.---------4-.-- 6, 876 6.50 21° 060 
COO Or CROUIIEID OUI oe tere ntppnenetanane elimi 7, 96) 7,5" 7) 500 
Field Engineering and Monitoring Bureau__.____.........-.-- 44, 557 52, 000 61' 000 
Common Carrier Bureau--..........-...---.-.--..--.-----..-- 8, 909 8, 389 10, 500 
Safety and Special Radio Services Bureau. -..........--..-.-- 5, 34 5, 000 8. 100 
attic ieataidemaia este oGretmetereon 6, 287 6.009 11 000 
Defense activities... _..._- LL DipeasEnseeeneset belabatccccnsekes 6, 212 6, 000 6,000 
AnmsemetiniG@ete proceming atudy i... ioc sk th et cn ke 2, 000 
Testi ieeeliod od liad encanepatadrmdiemeencbwnaunamainiasnemeanaes 98, 250 108, 730 144, 000 


(1) Coverage—aAll allowable transportation charges and per diem allowances 
of employees authorized to perform duties away from official duty stations: also 
travel expenses of employees transferred from one duty station to another, and 
home leave travel expenses for employees assigned to duty stations outside con- 
tinental United States. 

(2) Requirements for 1961—The staff of the Field Engineering and Monitor. 
ing Bureau is required to travel for the purpose of conducting inspections of 
ship, land, and aircraft stations; investigating illegal, clandestine and other un- 
authorized radio transmissions, and to locate sources of interference: to conduct 
radio operator examinations, and perform engineering surveys: also includes 
travel expenses for employees assigned to new duty stations under the Commis- 
sion’s promotion-from-within policy. Our estimate for travel in this category 
during 1961 is $49,000. 

Small boat enforcement program: Per diem and other travel costs in connec- 
tion with inspection of small vessels which are required by the terms of Public 
Law 985, 84th Congress, to be equipped with safety radio installations will re- 
quire the approximate sum of $5,000. 

Most of the large number of TV booster stations which are expected to go 
into operation and which must be checked for compliance with the technical 
provisions of the Commission’s rules will be located at considerable distances 
from district offices, so that per diem and other travel costs will be involved at 
an estimated cost of $1,000. 

Home leave: Six employees will become eligible for travel expenses for home 
leave between each tour of duty outside the continental United States pursuant 
to Public Law 737, 83d Congress, which will require approximateiy 34,500. 

Our estimate for the Office of Administration includes $1,500 for travel and 
per diem allowances for personnel engaged in our recruiting program. This is 
one of several methods used to acquaint graduating students of the benefits to 
be derived through employment by the Government, particularly in the engineer- 
ing field. 

Public Law 85-749, approved August 25, 1958, authorizes the payment of travel 
expenses for newly hired employees and their families. We estimate that travel 
expenses will be paid for 12 engineers to be hired at an apnroximate rate of 
$250 per average family of 3. These costs have been distributed as follows: 


Od a nen cre teasipocbeepennee apes eee $50 
Field Engineering and Monitoring Bureau___...._-..____________--_- 1, 50 
cies enssntiveesumsvebtinnionneenasionendtmnabuiuiimsiioni 1, 000 

I iain 3, 000 


The staff of the Office of the General Counsel will be required to travel in the 
performance of enforcement work involving litigation and cease and desist 
proceedings. We estimate that during 1961 this activity will require the sum 
of $7,500. 

The Commissioners, hearing examiners, and staff of the other bureaus in 
Washington are required to travel for the purpose of conducting hearings, par- 
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ticipating in court cases, attending conferences with state regulatory bodies, 
industry and Government committees, licensee associations, and other users of 
communications services. These meetings and conferences of various technical 
and scientific organizations of Government and industry are required by the 
rapid expansion of the electronics industry and the many developments and 
changes taking place in this field. As a result the Commission is able to review 
its procedures, develop technical standards and promulgate rules peculiar to the 
yarious radio services, thereby providing the best communications system pos- 
sible at least cost to the Government, industry, and the public. Travel costs for 
this purpose during 1961, exclusive of the other detailed portion of this object 
class, will require the sum of $36,000. 

Travel is essential to the staff of the Common Carrier Bureau in the conduct 
of investigations directed toward the ascertainment and verification of the ade- 
quacy and propriety of the accounting records, the reliability of which is re- 
quired for rate studies and proceedings, and depreciation studies; review of 
service applications and conditions; studies to determine whether all of the tele- 
phone plant is used or useful in rendering communication service ; and enforcing 
compliance with the Commission’s accounting regulations. Also, factfinding 
investigations and studies are essential to determine service conditions at tele- 
graph offices throughout the country, technological developments in the industry, 
availability of telegraph service in the smaller communities and cost or economics 
involved in various types of operation for rate making purposes. We estimate 
that this activity will require the sum of $10,500. 

The staff of the Office of the Chief Engineer must travel extensively in order 
to participate in committee work with other technical and scientific organizations 
of the Government and industry so that the Commission may be kept informed 
on the multitude of technical subjects related to its work. Travel is also re- 
quired for participation in international treaty conferences. During the budget 
year, the staff of this organization will travel extensively in connection with the 
UHF-TV project described elsewhere in this budget. We estimate that this 
activity will require the sum of $21,000 for routine and special travel. 

Travel and per diem costs for employees assigned to emergency relocation 
activities during 1961 will require the sum of $6,000. 

The Automatic Data Processing Study Group will also be required to travel 
for conferences and studies of various types of computers and equipment designed 
for such work. Estimate of $2,000 required. 


CONTRACTUAL SERVICES 


Mr. Yates. Why the increase in contractual services? Is that for 
this station ? 

Mr. Cox. That is this project. 

Mr. Yates. You have no significant increases in there. The whole 
spectrum of costs does move up a bit, but that is to be expected. 

Mr. Cox. The increase in the number of employees is the cause for 
some of the increases, and some of the large figures are due to particu- 
lar items that we would be happy to answer question on. 


TRANSPORTATION OF THINGS, COMMUNICATIONS SERVICES, AND RENTS AND 
UTILITIES 


Mr. Yates. We shall insert pages 155, 156, and 157 in the record at 
this point. 
The pages referred to follow: 


03 Transportation of things 











Type of service 1959 actual | 1960 estimate | 1961 estimate 
Transportation of household goods.............---..-.----.-_- $5, 819 $13, 200 $14, 500 
SpEneeeean OC UNION. Cn 8 oo.  e ul crew petada ne 11, 182 11, 800 14, 800 











Es peptone i- $b 549-ueeinnsie~sendds Lindened~aeseiees 17, 001 25, 000 29, 300 
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(1) Coverage.—Household goods: Transportation charges for shipping house- 
hold goods and effects of employees transferred from one duty station to another, 
including those returned to continental United States under our rotation plan, 
and other transfers for the benefit of the Government. 

Things: Covers cost of crating and shipping equipment, supplies, and ma- 
terials to and between field offices; shipment of precision technical instruments 
to our laboratory or manufacturer for calibration and return; shipping charges 
applicable to acquisition of surplus property from GSA, and other than f.o.b. 
destination purchases of equipment; costs of moving or rearranging offices for 
better space utilization. 

(2) Requirement for 1961.—Transportation charges for moving household 
goods of employees to be transferred from one duty station to another under 
our promotion-from-within policy, and implementation of our rotation plan for 
employees in Alaska, Hawaii, and Puerto Rico, and other transfers for the bene- 
fit of the Government will require the sum of $9,500. 

Shipping costs and related charges for the transportation of household goods 
for the 12 new engineers and their families for whom travel expenses have been 
authorized pursuant to Public Law 85-749 of August 25, 1958, will require the 
sum of $5,000. This cost has been allocated as follows: 
gS ERE LO EEL SEE 
Field Engineering and Monitoring Bureau etsibeaats 2.5 
Safety and Special Radio Services Bureau 





Ne teh teal ttiaaiialiibiamant swieitineinnesiiad $5, 000 
Transportation of things: Our normal shipping costs and related charges for 
the transportation of things described above under “coverage” is estimated to 
require an increase over previous expenditures for this service, particularly 
due to the anticipated need for rearranging offices and moving personnel due 
to the increase in staff. We therefore request the sum of $14,800. 


04 Communications services 


Type of service 1959 actual | 1960 estimate | 1961 estimate 

Leased-line teletype circuits... sae eae $88, 415 $94, 500 $95, 000 
Field office telephones 25. 370 25, 400 26, 000 
Washington telephone PBX and service tee 40, 820 | 41, 500 | 48, 500 
Miscellaneous communications. - ; ; 19, 174 | 16, 100 | 19, 000 
Penalty mail_-__- ene dian 41, 498 | 42, 500 | 70, 000 
tiie aR rdsu aaeaideseee as : 215, 277 | 220, 000 258, 500 





(1) Coverage.—Includes cost of our leased-line teletype circuit required for 
alerting all monitoring stations on the circuit simultaneously so that immediate 
bearings may be obtained and utilized in long-range direction-finding opera- 
tions; also includes charges for the transmission of messages from place to place 
via marine cable, radio, and wireless telegraph, GSA teletype system, reimburse- 
ment to Post Office for mail and rental of post office boxes; cost of Washington 
switchboard, and related telephone equipment, including service, toll, and in- 
stallation charges; also, cost of field office telephones and service charges. 

(2) Requirements for 1961.—The leased-line teletype (PLT) circuit connect- 
ing our monitoring stations is an essential communications link in our long-range 
direction-finding network. Rapid and reliable communication service must be 
available for alerting the monitoring stations so that immediate bearings may be 
obtained and submitted to Washington net control. In the case of a distress 
message from a lost aircraft in motion, delays of only a few minutes could re- 
sult in a fix in error by many miles. Alerts of clandestine radio stations must 
be transmitted as soon as the station is heard since such stations are likely to 
transmit for only very short periods to avoid detection. During 1959 approxi- 
mately $6,628 of the total cost of operating this teletype circuit was recovered 
in the performance of reimbursable projects for other agencies. No such re- 
imbursable projects can be anticipated for the budget year; therefore, the Com- 
mission will have to bear the entire cost of $95,000. 

The cost of the Washington five-position manually operated switchboard and 
associated telephone equipment, including tolls, interdepartmental loop service, 
extra message units, and nonrecurring installation charges will increase during 
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the current and budget years due to improved installations and increased staff. 
Our fixed costs for equipment, and estimates for nonrecurring installation 
ebarges, etc., for the proposed staff requested in this budget will require the 
approximate sum of $48,500. 

Field office telephone service, utilization of GSA teletype system, rental of 
special telephone lines for remote monitoring purposes, will require the approxi- 
mate sum of $26,000. 

Miscellaneous communications costs, includes rental of post office boxes, wire 
and cable messages, postage stamps, and payment for fourth class mail. During 
1961 we estimate that our costs for this service will be comparable to 1959 and 
require the sum of $19,000. 

Reimbursement to the Post Office Department for mail during the budget year 
will require approximately 60 percent more than 1959, and our previous estimates 
for 1960 must also be revised upward to take care of an unusually large increase 
in the number of mailings due to increased licensing, requests for forms and 
amendments to rules, use of self-mailers, and a particularly heavy consumption 
of the larger sizes of envelopes. During 1961 we will require the sum of 
$70,000. 

05 Rents and utilities 


Type of service | 1959 actual | 1960 estimate | 1961 estimate 








Bl teesinereneenstenree~seenricennsiemtegemrrrestasiedaesets resteeraanat a seat oe ae 
i no el a ee $7, 583 $4, 883 $38, 440 
Rental of equipment._.__.---- eee ae : er-one] 36, 890 37, 000 47, 500 
Utility services._________._- 13 esi) an. ede 23, 796 21, 037 24, 200 
I UE RINNE OA a ae" | 43, 885 47, 260 50, 500 

ete et ooo ttl eee te 112, 154 | 110, 180 160, 640 


(1) Coverage.—Rental of land and buildings for monitoring stations; rental 
of land adjacent to two monitoring stations located on Government-owned prop- 
erty ; relocation sites for use in event of a national emergency. 

Electric power and other utility services required at monitoring stations, 
and the Laurel Laboratory. 

Rental of IBM tabulating machines used for statistical information on li- 
censees, frequency assignment records, marine station listings, ete., and for 
accounting and payroll data. 

Rental of motor vehicles —Previously justified under object class 07. Covers 
the full-time, and part-time rental, of motor vehicles from motor pools estab- 
lished and operated by the General Services Administration. 

(2) Requirements for 1961—Rental of land and buildings for monitoring 
station at Searsport, Maine, rental of land adjacent to our Douglas, Ariz., and 
Grand Island, Nebr., monitoring stations will require $1,836. Rental of reloca- 
tion sites for defense purposes $1,604. In addition to these rentals we are re- 
questing the sum of $35,000 to cover rental of “fall-out protected” facilities for 
our relocation task force in the event of a national emergency. The total amount 
requested for 1961 is $38,440. 

Rental of equipment includes the sum of $37,500 for our IBM tabulating 
equipment, and $10,000 for rental of computer time in connection with our auto- 
matic data processing study. Total requirements for 1961 is estimated at 
$47,500. 

Electric power consumption at our monitoring stations and the Laurel Labora- 
tory will increase slightly over previous rates due to the demand of modern 
equipment. We can also anticipate that rates will be adjusted upward through- 
out the country. We estimate that the sum of $24,200 will be required for 1961. 

Rental of Vehicles: Our field engineers require vehicles to provide transporta- 
tion for themselves and for electronic and associated instruments used in con- 
nection with station inspections, investigations, engineering measurements 
and operator examinations. It is estimated that the number of vehicles being 
rented from GSA on a full-time basis will remain at a constant level of 55 during 
1961. Inasmuch as the body models of vehicles furnished by GSA will depend to 
some extent on availability, we cannot accurately predict the quantities of each 
type. However, based upon past experience it is anticipated that the 55 vehicles 
will include 45 passenger cars, 2 station wagons and 8 trucks. This full-time 
requirement will be kept to a minimum by renting additional cars on a day-to- 
day basis to meet temporary immediate requirements. The rental cost of the 
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55 full-time vehicles will be $43,725. Part-time requirement for additiona) 
vehicles will cost about $4,775. These rental costs include operating expenses, 
storage, depreciation, maintenance and repair. Estimated requirement for field 
operations during 1961, $48,500. 

Transportation must be provided for the Washington staff, and for the delivery 
of mail. We estimate that the motor vehicle rental costs from GSA for this 
purpose during 1961 will be about $2,000. 


PRINTING AND REPRODUCTION AND OTHER CONTRACTUAL SERVICES 


Mr. Yares. Why the additional amount for printing and reproduc- 
tion? Is your cost of reporting going up? 

Mr. Cox. We expect to have to redesign a considerable number of 
our forms in connection with our automatic data processing, our com- 
puter program, and this will require reprinting of forms. This ac- 
counts for a considerable part of the increase, or most of it. 

Mr. Evtns. $35,000 for fallout protected facilities, a 50 percent 
increase? Why is that necessary ? 

Mr. Cox. The Federal Communication’s relocation site is a classi- 
fied item. 

Mr. Evrns. It is in the book here. 

Mr. Cox. Our relocation site does not have a fallout protected area 
at all. Asa matter of fact, the facilities are inadequate and this is 
to provide for a year’s rental for a so-called hardened facility ap- 
proved by the OCDM for the FCC. It would be constructed by pri- 
vate funds. 

Mr. Evins. You have submitted your plans to the OCDM and they 
have approved them ? 

Mr. Cox. Yes. 

Mr. Evins. And it is a hideout ? 

Mr. Cox. Yes, that it one way of putting it. 

Mr. Yares. We shall insert the appropriate portion of pages 158 
and 159 in the record at this point. 

(The matter referred to follows :) 


06 Printing and reproduction 


peste anes 
| 1959 actual | 1960 estimate 1961 estimate 


06 Printing and reproduction. .........................--...- | $69, 957 $70, 000 $80, 000 





(1) Coverage.—All printing, binding, and reproduction work performed by 
the Public Printer, and commercial sources as authorized, for official use of the 
Commission. 

The printing and reproduction work consists of forms, rules and regulations, 
annual report to Congress, annual report forms filed by carriers and licensees, 
administrative bulletins and instructions, Statistics of the Communications 
Industry, legal briefs, and miscellaneous printed matter chargeable to this 
allotment such as calendars, columnar paper, printed title inserts, die-impressed 
stencils, Official Register, U.S. Organization Manual, Decisions of Comptroller 
General, and the printing of FCC Reports on a weekly basis in pamphlet form. 
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(2) Requirements for 1961.—The printing of forms, briefs, bulletins, instruc- 
tions, annual reports filed by carriers and licensees, annual report to Congress, 
Statistics of Communications Industry, and miscellaneous materials such as 
ealendars, title inserts, etc., will require the sum of $30,000. 

The cost of printing the Commission’s reports in pamphlet form on a weekly 
pasis is directly related to the number of pages printed per year. During 1959 
we published approximately 2,330 pages compared to 1,320 pages during 1958. 
For the current year we expect a slight increase in the number of pages due to 
increase staff and subsequent issuance of reports and orders. By 1961 we 
believe that the number of pages to be published will increase to 3,000 
and require the sum of approximately $35,000. 

During 1959 the Commission adopted a substitute page subscription system 
for issuance of its rules and regulations. The cost of printing these rules and 
regulations, and amendments thereto, is borne by the Commission; the public 
procures copies from the Superintendent of Documents on a subscription basis. 
During 1959 we converted 13 individual rule parts into 4 volumes, and issued 
one amendment to the first volume printed. During 1960 we expect to convert 
nine individual rule parts into three more volumes, and issue required amend- 
ments to outstanding volumes. During the budget year 1961 we expect to com- 
plete the conversion by issuing the last 3 of 10 volumes; for this purpose, as 
well as for printing required amendments, we will require the sum of $15,000. 


0? Other contractual services 











Type of service 1959 actual | 1960 estimate | 1961 estimate 
(a) Building and ground maintenance - Doiecaakiee $9, 339 $13, 900 $14, 600 
(6) Repair, care, and storage of vehicles....__- hid Jost. 14, 667 13, 500 13, 000 
(c) Security investigations_. — Spills aieteie 20, 690 15, 090 21, 660 
(d) Nursing service - are ane ncn wanereis 5, 610 6, 000 6,7 
() Employee he: alth benefit progr: Wg os a) See bey woe 71, 445 
(f) Contribution for support of Air C oordin: iting Committee_- 26, 620 20, 000 17, 000 
@ Employee life insurance program........-........-.-.-..--- 25, 926 28, 000 29, 820 
Other miscellaneous contractual service__...........----- 57, 172 112, 830 91, 910 
D UHF-TV project...........-. Lubdtne bnctasta inst piide Deedes ce ests cedssieetanes 2, 250, 





TT cas henienbie eile liasin mulatta ndeinicRiielh Eu nntns ternlese niet 160, 024 209, 320 2, 516, 135 


SUPPLIES AND MATERIALS AND EQUIPMENT 


Mr. Yates. You have supplies and materials that are going up 
from $132,000 to $146,000. The i increase seems to be attributable to 
general supplies which’ are going up almost $10,000. 

Mr. Cox. Two items, increase in cost, and 67 additional people who 
will be utilizing general supplies. 

Mr. Yates. We shall insert pages 163 and 164 in the record, and 
also 165. 

(The pages referred to follow :) 
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08 Supplies and materials 








’ Sie ae | 
| | 

Type of service | 1959 actual | 1960 estimate | 1961 estimate 

I en wemmes $11, 339 $11, 200 $10, 800 
(6) Technical supplies (FEMB)__.-...------ es Silas 23, 357 20, 000 20, 000 
(c) Technical supplies (laboratory) - ---- Dilated tied ns 2, 355 2, 000 2 400 
(d) Duplicating supplies__......-..--..-...-...-...---.---- 31, 130 31, 000 34, 000 
Neon ce mpamuinishpeyunecie 7, 150 7, 150 7, 150 
ret OS OS ERLE. “ea a 59, 676 55, 645 65, 145 
(g) Newspapers and periodicals...................-..._------- 199 200 "975 
ge EEE a eee 4, 88u 5, 000 7, 000 
MUR to dtcatdutecustibtehsddbocadscrtecguewasounawe : 140, 086 132, 195 146, 770 


(1) Coverage.—This object classification covers the various items outlined 
above. The justification for each category is explained in more detail below: 

(2) Reguirements for 1961— 

(a) Gasoline and oil.—There will be a slight reduction in the previous re- 
quirement for gasoline and oil for motor vehicles used in the field service fol- 
lowing transfer of five additional cars into GSA motor pools during 1960. 
However, travel will be increased slightly so that the overall requirement for 
1961 is estimated at $10,800. 

(b) Technical supplies and materials (field engineering and monitoring) — 
Includes necessary expenditures for electron tubes; parts for repair of elec- 
tronic equipment; dry batteries; wire and electronic cable for antennas and 
direction finders ; parts and materials for construction of special electronic equip- 
ment; antenna insulators and hardware and similar materials of a technical 
nature. Many of the specialized items of electronic measuring and monitoring 
equipment require expensive tubes; for example, a cathode ray tube for a spec- 
trum analyzer costs more than $40. We anticipate that our requirements for 
technical supplies and materials funds will gradually increase from year to 
year as more and more of these highly specialized instruments are placed in 
service. The requirement for 1961 is estimated at $20,000. 

(c) Technical supplies and materials (laboratory).—The purchase of items 
in this category for the laboratory during 1961 is estimated to require the sum 
of $2,400. 

(d) Duplicating supplies.—The cost of paper, ink, and other materials used 
by our duplicating plant in the reproduction of official matter is expected to 
increase slightly due to increased costs of such materials and increased produc- 
tion. During 1961 we estimate that we will require the sum of $34,000. 

(e) Fuels and heating —tThe rate of consumption of fuel oil and other fuels 
for heating the buildings at the monitoring stations and the laboratory has 
remained essentially constant in recent years. We estimate that during 1961 
we will require the normal amount of approximately $7,150. 

(f) General supplies —Each year we must purchase general supply items such 
as paper, stencils, typewriter and adding machine ribbons, file folders, docket 
and other type binders, envelopes, stapling machines, date stamps, ink, pencils 
and pen sets, staples, stenographic notebooks, subscriptions to trade publications 
and reference books, nontechnical materials such as lumber, weed killer, janitor 
supplies, hardware, tires, tubes, batteries, etc. There has been an increase in 
the cost of all such items during the last 2 years; also, our consumption has 
been greater due to increased activity. We estimate that the cost of such items 
during 1961 will require an average of $51 per employee, for a total of $65,145. 

(9g) Newspapers and periodicals.—The existing limitation of $200 for the 
purchase of newspapers is inadequate and as a result the Commission’s re- 
quirements can not be fulfilled. In addition, this limitation has made it neces- 
sary to eliminate some subscriptions due to rate increases which the limitation 
would not permit us to absorb. In order to meet our minimum requirements for 
the purchase of newspapers and other publications so classified, we again Tre 
quest that the $200 limitation be raised to $275. 

(h) Tabulating supplies—The cost of tabulating cards, paper, and other sup- 
plies for our Tabulating Unit has been averaging around $5,000 per year. In- 
creased demands for service from this unit, anticipated additional work due 
to the automatic data processing study will require more materials during 1961 
at an estimated cost of $7,000. 


_——_ ee oe | 


—S —_- -_ ——-— 


-— «— ae ee see 


oo ~~ ee OS 


~~, 42 xe > &S * we 


“a = 








il 


oo = 


\- 


r 


on TR Re TRY 


in 


Ba 


to 
ic 


1s 
as 


ch 
cet 
‘ils 
ms 
tor 

in 
1as 
ms 


the 
re- 
eS- 
ion 
for 


re- 
up- 


due 
961 


713 


09 Equipment 








Type of equipment 1959 actual 1960 estimate 


1961 estimate 








Technical equipment (FEMB).-......---.....---.--...2.. a $66, 030 $69, 000 $90, 000 
Technical equipment (laboratory) - -.........-..-----------.-- 19, 879 20, 000 23, 750 
I I ia a sank eacconsie sdigeaamneeneaianaiiiad 12, 165 | 9, 200 14, 400 
Furniture and fixtures_____.__.. S 86, 336 | 75, 580 100, 000 
ttl statins ciaadk eases 184, 410 173, 780 228, 150 

| 





(1) Coverage.—Technical equipment used by the Commission’s Field Engi- 
neering and Monitoring Bureau and the Laurel Laboratory; purchase of vehicles 
(passenger cars) to be converted for special use in the field service; carryalls 
and trucks for use in the field; furniture and fixtures includes typewriters, 
duplicating equipment, adding and calculating machines, dictating and tran- 
scribing equipment, desks, chairs, tables, library books, file cabinets, safes, 
Kardex equipment, rotary files, etc. 

2) Requirements for 1961—(a) Technical equipment—Field Engineering and 
Monitoring Bureau $90,000: The world’s entry into the space age has created 
dificult new monitoring and enforcement problems for the Commission in insur- 
ing that optimum use is made of the available radiofrequencies with a minimum 
of interference to the users thereof. In the days when the useable spectrum 
was limited to a few dozen megacycles and when most of the radio transmitters 
were installed at fixed locations on the ground or in sea-going vessels, the 
solution to many interference and other problems due to improper technical 
operation of the transmitters was achieved through measurements or monitoring 
at or near the transmitter with simple measuring and receiving instruments. 
Even when growing numbers of transmitters were installed in aircraft, necessary 
measurements could usually be accomplished while the aircraft was on the 
ground. Such simple techniques and equipment are not applicable to trans- 
missions from space where the signal source may be thousands or even tens 
of thousands of miles away from the earth and may be operating on frequencies 
anywhere from a few thousand kilocycles to 10,000 megacycles or more. Proper 
surveillance of these signals from space thus will depend upon distant coverage 
of very broad frequency ranges. A further complicating factor is that not only 
will great distances be involved but transmitter powers, at least for the imme- 
diate future, will be limited to conserve weight, so that extremely weak signals 
must be built up at the monitoring stations by use of high gain antennas and 
very sensitive receivers. Such instruments are expensive but are essential to 
our operations. 

With the ever-widening use being made of the radio spectrum not only in 
space but in the more mundane services, such as land mobile and fixed point-to- 
point communications as well, concentrated efforts are being made by the 
industry to develop new techniques to permit two or more stations to operate 
effectively in the spectrum space previously required for a single station without, 
at the same time, increasing the likelihood of harmful interference. To accom- 
plish this spectrum conservation, frequency and bandwidth tolerances have been 
reduced for many services. The “channel-splitting,” which was accomplished 
for the mobile radiotelephone service is a case in point, where each channel 
was split in half to form two channels. Enforcement of these tighter tolerances 
necessitates the provision to our field engineers of precision portable measuring 
equipment of kinds which have only recently been placed on the market. 


Mr. Yates. Page 165 shows the equipment. Is this $425,000 for 
the additional personnel that you expect? 

Mr. Cox. That accounts for the major part of it. 

Mr. Yates. What is the rest of it for? 

Mr. Cox. We have included here funds for some additional large 
rotary files which are quite expensive, to handle these hundreds of 
thousands of large cards we keep building up in our application files. 
They cost $3,500 apiece. It is items of that kind. 
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PURCHASE OF TECHNICAL EQUIPMENT 


Mr. Yates. We shall insert pages 166 and 167 in the record at this 
point. 
(The pages referred to follow :) 


In addition to new kinds of monitoring and measuring instruments needed 
to meet requirements for new services or new needs for existing services, we 
must replace old equipment as it wears out or when it no longer meets accuracy 
requirements. Much of the equipment used at our monitoring stations and by 
our engineers assigned to the enforcement offices was purchased before or during 
World War II. Many items are castoffs of other Government agencies which 
we have obtained through established excess property transfer procedures. The 
efficient performance of the Commission’s surveillance and enforcement obli- 
gations necessitates prompt and continuing action to provide adequate facilities 
for the job at hand. Provision of adequate new equipment facilities to all of 
our stations and offices at this time would cost many hundreds of thousands of 
dollars. We propose, instead, to continue our established gradual equipment 
modernization program by providing a few pieces of needed equipment at a 
time to strategically located offices and stations so that a fair degree of coverage 
will be obtained at minimum cost. Our 1961 budget for electronic equipment 
and associated technical facilities is based on this premise. 


(1) TECHNICAL EQUIPMENT FOR MONITORING STATIONS, $58,390 


Special Equipment for Space Monitoring and Rule Enforcement Program 


Monitoring Receivers (1,000 to 10,000 mc.). These two receivers are 
required at the Waipahu, Hawaii, and Portland, Oreg., monitoring 
stations to extend their space monitoring coverage into the micro- 


mrve woetetin7® wt $10,000. ici eee. bik whi ade R- $23, 000 
Antenna towers with suitable rotators for directional microwave an- 
tennas for the above receivers, 2 at $600___.__----_--_----__------. 1, 200 


Frequency interpolating equipment (1,000 to 10,000 mc.) to extend the 
range of present frequency measuring equipment at Waipahu and 
Portland to 10,000 mc. for measuring operating frequency of space 
SURRRARTUEE, TOT TR eis i i de i tin in ten cernks 4, 400 


Monitoring and Measuring Equipment for Expansion of Existing Facilities at 
the Monitoring Stations 


Electronic counters for use as frequency interpolators in making pre- 

cision frequency measurements (only 5 of the 18 monitoring stations 

are presently equipped with modern frequency interpolating instru- 

A i So I ic a i lak ais aig arcane hte itaaca lance $4, 600 
Special electronic. time measuring and comparison instruments for 

standardizing the precision frequency standards against standard fre- 

quency transmissions from the Bureau of Standards (7 of the pri- 

maries remain to be equipped with such instruments), 1 at $2,000___ 2,000 
Radiofrequency sweep generators for use in measuring characteristics 

of monitoring and communication antennas at the monitoring stations 

and for receiver alinement, 2 at $300__-_.--------------~-__ as 600 
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Replacement of monitoring and measuring equipment for the monitoring stations 


MF-HF monitoring receivers (0.5 to 30.5 mc.), replacements for worn- 
out receivers which have been used continually for the past 11 years, 


ee Se on cau aie aLicieamsaeebanniaimeebii omnia eames $4, 200 
VHF monitoring receivers (54 to 260 mc.), to replace obsolescent VHF 
receivers purchased in 1940, 4 at $2,200___-__--__--_-__--_-------- 8, 800 


Cathode ray oscilloscopes for modulation measurements, observation and 

analysis of pulsed emissions, and for equipment testing and mainte- 

nance work. These are replacements for 20-year old obsolescent os- 

cilloscopes with inadequate bandwidth and pulse rise time characteris- 

Mos Brat OLeeu i ese eg ek iii at od eee. ae 2, 000 
Electron tube testers to replace obsolescent testers which will not test 

many of the modern tubes and cannot be economically converted to 

ench wee; Si G6 See0 acti bik a 335s eae ek es 750 
Vacuum tube voltmeters for special radio frequency measurements, for 

calibration of equipment in terms of voltage and for equipment main- 

tenance and repair, replacements for 20-year old obsolescent instru- 

maenite, -8 ae O000.. JR hel Soc hl A eh 500 
Fixed frequency HF communications channel receivers for reception at 

FCC radio net control stations of transmissions from other stations 

on the radio net, replacements for 8 of the more than 60 channel 

receivers ranging in age from 15 to more than 20 years, 6 at $390_._._. 2,340 


PURCHASE OF MOTOR VEHICLES 


Mr. Yates. Tell us about the vehicles that you propose to purchase. 

Mr. Turner. We are asking for a total of eight vehicles. These are 
for replacement purposes. Each of the cars in turn that are being 
replaced are within the 6-year, 65,000-mile limitation that has been 
prescribed for the replacement by the Congress, In fact, well over 
this particular limitation. 

We feel that we should replace these cars for their economical oper- 
ation and for the safety of the drivers. 

Mr. Yates. These are described on page 170 of the justifications, 
and that page will go into the record along with the appropriate por- 
tion of page 171. 

(The pages referred to follow :) 


(c) Purchase of vehicles 


Field Engineering and Monitoring Bureau___......_.--______________ $11, 000 
SE Te II os onsts stent erician innate elueaonneiwann eaceeatodvausiengrarcenmiibneciabationtn 3, 400 
tee oh a Ole dee ee oe be Be hal 14, 400 


Automobile and trucks are required for transportation of electronic equip- 
ment and personnel in connection with investigations, inspections, engineering 
surveys, operator examinations, the hauling of freight, supplies and material, 
and for other operations where public transportation is inadequate or unsuit- 
able. We have continued to cooperate fully with GSA in its motor pool program 
in areas where pools are in operation. During 1961 we expect to be renting 55 
vehicles from GSA on a full-time basis. However, some of our smaller offices 
and most of our monitoring stations are located in small towns or rural areas 
where GSA motor pool facilities are not available, so that we must provide our 
own vehicles at these offices and stations. Thirteen of our vehicles which have 
permanent special electronic installations (eight engineering test cars, two micro- 
wave monitoring units, one mobile radio communication center and two mobile 
TV enforcement units) are exempted from pool participation because they are 
used over wide areas encompassing two or more FCC districts. The Commis- 
sion’s onersting fleet on June 30, 1960, is estimated to total 118 vehicles inelud- 
ing both FCC-owned cars and full-time rentals. Of the 63 FCC-owned vehicles 
as of that date 40 (17 passenger cars, 10 station wagons, 13 trucks) will be 
eligible for replacement under criteria established by GSA. In fact, more than 
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20 of these vehicles have been due for replacement under the GSA criteria since 
1957 or 1958 but in the interest of economy we have followed our established 
policy of obtaining the maximum amount of use from the vehicles before they 
are replaced. When replacements are proposed. it is only because the age or 
condition of the vehicles make their continued use no longer economically feasible 
The vehicles that we propose to replace during 1961 all fall in that category. 
All of the vehicles which are to be replaced are for use outside of GSA motor 
pool areas and they will not come under GSA jurisdiction in the fores-eable 


future. The vehicles described below are proposed for purchase as replacements 
for the old vehicles: 


3 business sedans (to be equipped as mobile investigative units) at 

$1,500 less $100 trade-in on each 
2 sedan delivery vehicles to replace 2 of the 1948 model station wagons 

which are used as engineering test cars and microwave monitoring 

units, at $1,600 less $100 trade-in on each_.....__________-_ 3, 000 
2 trucks (carryalls) for transportation of equipment, tools and personnel 

at isolated monitoring stations, at $2,000 less $100 trade-in_________ 3, 800 





LOCATION VHF STATION IN NEW YORK 


Mr. Tuomas. Do any of you gentlemen have any questions with 
regard to the expenditures for this new station ? 

Mr. Yates. I just was not quite clear on why they could not use the 
Pittsburgh station for their tests. I know that Pittsburgh is not as 
large as New York City and that New York has many tall buildings. 
I wish somebody would tell me how this affects the situation and why 
you cannot get the information you want out of the existing station 
and why you have to construct a new station. 

Mr. Ler. I think Mr. Craven could help us on that. 

Mr. Craven. I am an engineer by profession, but I must say not too 
good a one in this field. I have made observations in the New York 
area a long time ago when we had some UHF color experimentation. 
Those observations are not valid of what we are thinking of now; 
they were not extensive enough. The New York metropolitan area 
that has to be served covers quite a range of mileage. I think that the 
New York metropolitan area or district itself at its greatest extent is 
72 miles. The most logical location for a station in New York City is 
on the Empire State Building, yet you will find with New York City 
up on 70th Street a very tall apartment hotel which gives possibilities 
of reflections, and even the best receiver will get no reception what- 
ever. When you get into New York City you have these numerous 
apartments down behind other buildings which are taller. They re- 
quire a special type of antenna now. It requires a good deal of 
research as to how to make the antennas work in UHF. particularly 
if we have multiple-transmission UHF. Also you will find going 
over to the Palisades from the Empire State Building, and over into 
northern New Jersey they could support a lot of local stations of their 
own. We will have to find ways and means in New York to make it 
possible for those people to get proper reception of UHF. I feel like 
comparing Pittsburgh and New York as almost like comparing, if I 
may use a simile, apples and pears. As an engineer I could not say if 
it works in Pittsburgh it will work in New York. I can if it works 
in New York, if we can make it work in New York, we can make it 
work in Pittsburgh despite the differences in terrain. 
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Mr. Yates. You know that it does not work in New York now. 

Mr. Craven. I do not know that it will not work in New York. I 
know that there are many more problems in New York than in any 
other part of the country. 

Mr. Yates. Has there been any application by any prospective 
company to build a station in New York? 

Mr. Ler. There is a CP ontstanding. 

Mr. Yates. What is a CP? 

Mr. Ler. Construction permit for the city of New York for an 
educational station on channel 31. 

Mr. Yates. UHF? 

Mr. Ler. UHF. They have no intention of building it. The in- 
compatability problem is something that would bother them. We 
intend to explore with them the possibility of their cooperating on 
this particular project so perhaps as the end result there might be a 
way—and I do not know how this could be done, perhaps it would 
be in legislation—but after we get through we could give it to them 
through surplus property, or sell it for a nominal cost and they 
would be in business as an educational institution. 

Mr. Yarrs. Are there manufacturers now who manufacture only 
UHF equipment? 

Mr. Ler. I know of none that manufacture only UHF equipment. 
All of the major manufacturers do make up an all-channel set for 
sale in these relatively few areas, I think perhaps five, where there 
are UHF only—Springfield, Mass.; Fort Wayne, Ind.; South Bend, 
Ind.; Wilkes-Barre, Pa.; Peoria, Il].; and that is about it. 

Mr. Yares. Are they not interested in determining whether New 
York can use UH F? 

Mr. Craven. Shortly after I came back to the Commission this 
time I explored the possibility of several of the larger companies who 
have manufacturing facilities, as well as raclio stations. of trying to 
experiment in some of the larger cities with both UHF and VHF. 
They suggested perhaps the Commission would relax on their rule 
and allow simultaneous transmission from both UHF and VHF 
from the same place. But when the time came to do it they were 
not interested because they figured that there would not be any market 
for the receivers. I have a feeling that they have no great. interest 
in trying to develop UHF because they are interested in VHF pri- 
marily. I do not think that you are going to secure the cooperation 
of industry in making this exploration. 

Mr. Yates What about the broadcasting networks? 

Mr. Lez. They wil! cooperate in this test to the extent of furnishing 
programing to us. We will just duplicate their programing, perhaps 
use one network a week and another one another week, but only for 
test. purposes because we expect to have in a home, or a school, this set 
that is sitting next to a VHF-only set, and you can compare both pic- 
tures, compare them for the same length of time, compare the main- 
tenance, and compare whatever other components there are over these 
2 years. 

Mr. Tuomas. Have any of you gentlemen consulted the National 
Academy of Science on this problem? They have the scientific brains 
at their command. If they are not in their immediate organization 
they can go out and get them. Have you consulted them in this 


field ? 
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Mr. Borse. On the planning side we have not. We have been in 
contact with many outstanding scientists in this general area. 

Mr. Tuomas. I imagine instead of $2,250,000, if 5 you gave that crowd 
about $250,000 for a couple of years they would come up with your 
answer. 

Mr. Borsz. That may be, sir, but the feeling was through this pro- 
gram you could settle this ‘question only by making a thorough test 
and building the best receivers. 

Mr. Toomas. Let me suggest to you that you consult that crowd for 
a while and let them take a look at it, and maybe you can use your 
station in Pittsburgh and get everything you w vant. 

Mr. Forp. Why isit important that we know it works in New York? 
At the present time there are 492 > megacycles devoted to television, the 
low band and the high band. If it will work in New York we will 
have to keep the low band plus the high band in order to solve the 
allocation problem throughout the rest of the country. There is 
only one way we can ever cet to a decision in this thing, and that is to 
get this particular point solved. If we do not get it solved we will 
go on year after year haggling over it. 

Mr. Tuomas. I note that you state that very clearly in your justi- 
fications. I suggest that you go to the National Ac ademy of Science 
where you have the top sc ‘jentific brains in America and perhaps you 
will get your answer in a couple of years with one-fifth or one-sixth 
of what you expect to spend here. 

Mr. Craven. I w ould like to differ with you from a practical stand- 
point. If we are going to continue to go after this thing from a the- 
oretical approach we will never have a practical answer in terms of 
what happens in homes in places like New York City. 

Mr. Yates. I still have not gotten an answer on what happens in 
Pittsburgh. Pittsburgh is not like New York City. What has hap- 
pened to you in UHF in Pittsburgh? Has it proceeded well? 

Mr. Ler. The reception is all right. It is used there as a substitute 
for a closed circuit. The educators are using it only for transmittal 
to a set in a classroom, so I imagine if you had 50 sets in Pittsburgh 
that wonld receive this 

Mr. Yates. These 50 sets have not been located at specific points 
which are now known to be good points of reception for UHF; they 
are scattered around, so you can state as a matter of fact that UHF 
will work in Pittsburgh ? 

Mr. Ler. I believe you can state it as a matter of fact. 

Mr. Yates. How do you know it will not work in New York? 

Mr. Ler. I think probably the clearest way to explain this, this is 
more than a scientific pursuit. It is a demonstration that it will work. 

Mr. Yatrs. How do you know that it will not work ? 

Mr. Ler. I think it will work. 

Mr. Yarrs. Will somebody answer my question? How do you 
know that it will not work? He wants to build a set there. 

Mr. Craven. I am pretty sure that it will not work under the pres- 
ent concepts of transmission. I have seen it demonstrated. 

Mr. Yates. Has anybody at any time filed an application for VHF 
in New York other than the CP that he was talking about ? 

Mr. Craven. There is none on file that contemplates construction. 

Mr. Yates. Are there any other major cities in the country that 
have UHF other than Pittsburgh? 
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Mr. Borss. Detroit has an educational UHF station. I talked to 
the manager there. 

Mr. Yates. How does it work in Detroit ? 

Mr. Borsr. He is enthusiastic about UHF, and the service he is 

roviding. I think in the case of all the educational stations on UHF 
in the metropolitan area, they are primarily interested in reaching the 
residential rural area. They have reported no difficulty in the down- 
town section, but I doubt if they have very many listeners in the down- 
town section in the apartment areas. 

Mr. Evins. You might be on the verge of a new breakthrough. In 
dustry is not interested in pioneering in the field, spending any more 
time or effort or money on it. Has not the Justice Department 
frowned on your letting industry make your studies anyway? What 
is the situation there ? 

Mr. CRAVEN. They set up very specific conditions with regard to 
using industry. ‘There are procedures for doing it that require a 
Government official to sit in on the studies they make. 

Mr. Evrys. In other words, if an industry makes the study you 
have to supervise it with certain standards? 

Mr. Craven. That is right. 

Mr. Doerrer. We have to chairman it and we have to prepare the 
agenda and keep the minutes, and we have to warn these people that 
this is not an occasion to get together and attempt to violate the anti- 
trust laws. 

Mr. Evtns. That is more reason why the Commission should do it. 

Mr. Yates. I am still not through with my questioning. 

Why is UHF used only for educational purposes rather than for 
commercial purposes ? 

Mr. Cross. Nobody wants it. You cannot get the audience with it. 


ALLOCATION OF UHF AND VHF CHANNELS 


Mr. Hyoe. I think we ought to mention here that there are 70 
UHF channels, only 12 VHF. When the Commission made its allo- 
cation, it endeavored to provide opportunity for educational use in as 
many places as it could, consistent with also providing for a competi- 
tive system. It so happened that a larger number of reservations for 
education are in ultrahigh, partly because education became interested 
in this field a little late in the allocation, and also due to the fact that 
in trying to balance these things, that is, provided enough openings for 
development of a service, a competitive network service and education, 
you just could not find adequate number of channels to take care of 
education and other needs in VHF. 

Mr. Yares. So education, being a latecomer, could not break into 
the VHF field and had to take the UHF field; is that the answer? 
Mr. Hype. That is about it. That would be a good generalization 
of it. 

Mr. Yates. Is your answer correct or is the other Commissioner’s 
correct? Hesaid nobody wants it. 

Mr. Tuomas. We went through this 10 years ago. The Commis- 
sioner is laying it right on the line to you. 

Mr. Hype. He is speaking of the condition at the moment. I have 
explained how it got this way. 


53225—60—pt. 2-46 
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Mr. Evins. The Commission made some mistakes initially, but you 
should not perpetuate those mistakes. 

Mr. Hype. We did not get the development in ultrahigh that was 
confidently expected at the time the allocations were made. 

Mr. Yates. Is the industry concentrating on VHF ? 

Mr. Hype. Yes. Actually, Congressman, this effort is designed to 
help correct a situation referred to earlier this morning when it wag 
suggested that broadcasting in particular is in the hands of monop- 
olies; that there is not enough competition in it. What we need here 
is a method, a way of opening up the field so that more competition 
can be brought to bear. 

Mr. Tuomas. So the big networks will have more stations ? 

Mr. Hype. No, sir. Mr. Thomas, you know we have got a multiple 
ownership rule that limits the ownership of stations anyone can have, 
We need more stations. 

Mr. Tuomas. It does not make any difference as to the number, 
They will control all of them. 

Mr. Evins. Will this study embrace to a degree the military, de- 
fense communication aspect of the band ? 

Mr. Hype. Any information we get would be available for scien- 
tific use or any use that would be in the public interest. 

It would be important to us at this time because barring some more 
effective use of the ultrahigh frequencies, which are 70 in number, or 
70 channels in number, the possibility of developing broadcasting 
there is going to be lost because you just cannot keep space idle. Other 
encroachments are coming in. 

Mr. Botanp. How many VHF stations are there in the United 
States? 

Mr. Hype. 560. 

Mr. Botanp. How many VHF stations are possible ? 

Mr. Hype. Sir, if you are talking about technical possibilities, 
this would mean stations in many small communities where there is 
no—— 

Mr. Botanp. I am talking about VHF. 

Mr. Hyper. I would say, sir, the present number of stations is a 
pretty good indication of it. 

Mr. Botanp. How many UHF’s are there in the United States? 

Mr. Hype. About 70 operating. 

Mr. Cross. Seventy-seven. 

Mr. Botanp. How many are possible ? 

Mr. Hyper. The total number of stations in our projected alloca- 
tion was 1,800. 

Mr. Botanp. How many have applied for licenses that were grant- 
ed and have failed ? 

Mr. Hype. The 70 is only a fraction of the number of permits that 
have been issued for ultrahigh stations. 

Mr. Botanp. How many have been issued ? 

Mr. Dorrrer. I think at one time there were 130 on the air. 

Mr. Boranp. It is true to some extent what the Commissioner said 
a moment ago, that there are many people interested in this who do 
not want UHF because they cannot get the audiences in particular 
areas with this set. 

I think the fact that you have just educational stations that are 
used in particular areas indicates that there is a terrific problem here. 
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This is a problem that the committee has had long before I ever 
arrived here. I think the Commission does not want to move toward 
definite conclusions with respect to whether or not they all ought to 
be UHF or whether there ought to be an intermixture or whether 
there ought to be a demixture unless they have some sort of study 
upon which to base their conclusions. This would seem to be an ex- 
pensive way but the only way the FCC can actually arrive at the 
decision as to what is going to happen to UHF. 

This morning Mr. Yates was talking about the competition in Chi- 
cago. You cannot get your own program. The only way you are 
going to guarantee local programs to areas like my own, to the smaller 
cities, is through the hometown television station, and this is the sta- 
tion that is really being hurt. 

Mr. Yates. Which is the hometown television station? There is 
no such thing as a hometown TV station. 

Mr. Bouanp. Yes, there are, UHF’s are all hometown. They put 
on all the local programs all the time. 

Mr. Yares. You have educational] stations. 

Mr. Dorrrer. I would say this: Apparently the pattern is cast that 
this country will support three networks. I am talking about com- 
mercial networks. It probably could support a fourth, but our prob- 
lem is, after the public has been satisfied with having a selection of 
three or four networks, obviously if you had local stations that would 
afford the opportunity, at least, to program more on the local level. 
Whether or not it will work out that way, nobody knows. 

Mr. Yates. I do not know what you mean by local level. Are there 
no UHF stations that are affiliated with broadcasting chains? 

Mr. Dorrrer. It does not make any difference whether it is a “V” 
or “yy.” 

Mr. Yates. Are there any UHF stations affiliated with broadcast- 
ing chains? 

Mr. Dorrrer. Yes. 

Mr. Yates. How do you draw a distinction between a local station 
connected with a broadcasting chain and a nonlocal station? 

Mr. Doerrrer. I don’t. I say if you have five or six TV stations in 
a community, two or there are likely to be independent stations. 

Mr. Tuomas. May I interrupt? 

Mr. Yates. Yes. 

Mr. Tuomas. We are not getting anyplace. Anything you do that 
is going to produce results, produce more channels, more bands to give 
more programs to more people, I think is going to satisfy the country. 
They will welcome it. The question you have to decide is how you are 
going to attack this research and development problem. As far as re- 
seirch is concerned, as far as this committee’s knowledge of the sub- 
ject—and we see a good many research problems every year—you are 
not even knocking on the front door of research. You want to go out 
and do a little experimenting and little testing of equipment, et cetera. 
I think you should go back and think out your problem more carefully 
from the point of view of research, get either your own staff to do it 
or go to the National Academy of Science and talk over your problem 
with them. It looks to me like you may have a pure research problem 
here. It is not a question of testing somebody’s equipment. It ap- 
pears to me it is more fundamental than that. 
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Mr. Yares. Commissioner Cross indicated that nobody wants this, 
The reason they do not want this is because it does not have the 
coverage the VHF has. 

Suppose you learn in New York City that New York City can 
accommodate UHF. It still won’t have the cov erage, then why have 
the experiment ? 

Mr. Cross. Don’t ask me. Ask Commissioner Lee. 

Mr. Yares. If Commissioner Cross is correct, why have the 
experiment ? 

Mr. Evins. Commissioner Cross, you are for continuing the 
present interests of the TV systems and not pioneering for any more 
systems ? 

Mr. Cross. No, sir. I figure we have got 50 million sets in this 
country and that is too big a log for me to jump over. 

Mr. Evins. You want to promote competition, do you not ? 

Mr. Cross. Yes, sir. 

Mr. Evins. What are you going to do to promote it ? 

Mr. Cross. I won’t promote it if it means the farmers won’t get 
TV. Youmay want to do that, but not me. 

Mr. Evins. We want to bring it to farmers in small towns. 

Mr. Cross. This UHF does not reach out far enough. The places 
where you will put the small stations won’t support it. 

Mr. Evrns. Maybe we do not understand each other. I want TV 
at the widest extreme, the same principle as TVA. I want TV to go 
to the rural areas like TV A. 

Mr. Cross. We are on the same team. 

Mr. Evins. Maybe we are together. 

Mr. Cross. I think we are. 

Mr. Evrns. It is good to have a clarification of our minds. 

Mr. Yates. May I have an answer to my question ¢ 

Apparently there is an agreement among the Commissioners that 
UHF hasa limited range. Is this correct ? 

Mr. Hypr. Less than the other. 

Mr. Yates. Commissioner Cross contends that even if the New 
York experiment works, industry still won’t want this UHF. Dol 
interpret your remarks correctly / 

Mr. Cross. They won't go unless you drive them. 

Mr. Ler. That is precisely what we hope to do. 

Mr. Yates. If it would, will you drive them / 

Mr. Dorrrer. They won’t go unless the public wants them. 

If the public does not want them, industry would not. Industry 
will give the public anything it wants. 

Mr. Evrns. It is all right for the Commission to pioneer in these 
fields rather than just leave it to the companies themselves. 

Mr. Tuomas. Off the record. 

( Discussion off the record ) 

Mr. Tuomas. Gentlemen, this has been very helpful. 
We thank you very much. 





JO 


FI 


JO 
RC 
LA 


= 


JO 


o% 
LJ 
TI 
HI 


W 
al 


£1 








<4 


723 


Marcu 7, 1960. 
GENERAL ACCOUNTING OFFICE 
WITNESSES 


JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED 
STATES 


FRANK H. WEITZEL, ASSISTANT COMPTROLLER GENERAL OF THE 
UNITED STATES 

JOHN F. FEENEY, ADMINISTRATIVE OFFICER 

ROBERT F. KELLER, GENERAL COUNSEL 

LAWRENCE J. POWERS, THE ASSISTANT TO THE COMPTROLLER 
GENERAL 

ELLSWORTH H. MORSE, JR., DIRECTOR, ACCOUNTING AND AUDIT- 
ING POLICY STAFF 

WILLIAM A. NEWMAN, DIRECTOR, DEFENSE ACCOUNTING AND 
AUDITING DIVISION 

ADOLPH T. SAMUELSON, DIRECTOR, CIVIL ACCOUNTING AND AU- 
DITING DIVISION 

JOHN P. ABBADESSA, DEPUTY DIRECTOR, CIVIL ACCOUNTING AND 
AUDITING DIVISION 

OYE V. STOVALL, DIRECTOR, TRANSPORTATION DIVISION 

LAWRENCE V. DENNEY, DIRECTOR, CLAIMS DIVISION 

THOMAS A. FLYNN, DIRECTOR OF PERSONNEL 

HERSCHEL J. SIMMONS, CHIEF, BUDGET AND FINANCE BRANCH 


Mr. Tuomas. Gentlemen, will the committee please come to order? 
We have with us this morning the General Accounting Office. It is 
always a distinct privilege and pleasure to have this distinguished 
group with us. 

We have with us the Comptroller General, Mr. Joseph Campbell, 
Assistant Comptroller, Mr. Weitzel, Mr. Feeney, Administrative Offi- 
cer, Judge Keller, General Counsel, Mr. Lawrence J. Powers, assistant 
to the Comptroller General, Mr. Ellsworth H. Morse, Jr., Director, 
Accounting and Auditing Policy Staff, Mr. Newman, Director, De- 
fense Accounting and Auditing Division, Mr. Samuelson, Director, 
Civil Accounting and Auditing Division, Mr. Abbadessa, Deputy 
Director, Civil Accounting and Auditing Division, Mr. Stovall. We 
note with pleasure he has been promoted to Director, Transportation 
Division. Then we have Mr. Denney, Director, Claims Division, Mr. 
Flynn, Director of Personnel, and Mr. Simmons, Chief, Budget and 
Finance Branch. 

Mr. Comptroller General, you certainly have an outstanding staff. 
We are proud of all of you. 

We see practically every agency of Government and all of their 
staffs. 

We sit in here for independent offices and also the deficiencies of 
all the agencies of the Government which do a tremendous job, but 
I do not know of any agency that we are more proud of. 

Some, of course, are a little bit stronger than others, but I do not 
know of any agency that has any more responsibility than the Gen- 
eral Accounting Office because it covers everything in Government. 
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Frankly, I do not know of an agency that is on the ball and more 
alert and alive to its duties and responsibilities than the General Ac- 
counting Office. For its very able and genial head, Mr. Campbell, 
the Comptroller General, I can say, based upon some years of ex- 
perience and general knowledge of people that I do not know of a 
finer public servant anyplace, and as a matter of fact, Judge Camp- 
bell, you are presidential material on either ticket. 

If you have a statement for us or if any of your staff desire to make 
a statement, we will be delighted to listen to you. 


GENERAL STATEMENT 


Mr. Campsett, Thank you, Mr. Chairman, and particularly for 
your remarks on our staff, of which I am deeply proud. I am sure 
that they all are very well aware of their great responsibility, and 
the trust that we all put in them. 2 

We appreciate the opportunity of appearing before you to discuss 
the work of the General Accounting Office and our budget estimates 
for fiscal year 1961. In the justifications furnished your committee 
we have shown the details of our work and the minimum operat- 
ing needs. 

We hope that our budget presentation will give you a sufficient 
picture of our various requirements; however, we shall be glad to 
answer any questions you may have concerning our work or the items 
covered in the justifications. 


BUDGET ESTIMATES 


For the fiscal year 1961 we are requesting an appropriation of 
$41, 150,000. This is $650,000 less than the appropriation received for 
1960—$35,020,000 of the requested amount is for salaries, which is 
¢ $840,000 less than the amount for salaries included in our appropria- 
tion for 1960. Our 1961 estimates include $6,130,000 for miscellaneous 
expenses—$2,400,000 of this amount is for travel, which is the same 
as our 1960 estimate. The balance of $3,730,000 for other expenses 
represents a net increase of $190,000 over the amount included in our 
1960 appropriation. This net increase is required to provide for our 
contribution for health insurance covering employees under the Fed- 
eral Employees Health Benefits Act of 1959, Public Law 86-382. The 
total cost of this program has been offset by reductions in certain 
other objects. 

PERSON NEL 


The 1961 estimates provide for a net reduction of 105 employees 
under the number in our revised 1960 estimates which is made up of 
decreases in areas other than the professional accounting staff. These 
reductions are shown by organizational area on page A6 of the justifi- 
cations. Provision has been made for a professional staff of 1,993 in 
both 1960 and 1961. As of January 31, 1960, our staff of accountants, 
auditors, and investigators numbered 1,742. Our program is designed 
to recruit and maintain the professional audit systems and investi- 
gative staff requested in the budget estimates. During 1959 we ap- 
pointed a total of 193 profession: 11 staff members, and, with increased 
emphasis on basic recruitment of quality graduates from colleges and 
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universities at the grade GS-7 level, we should attain our staffing 
goals. . 

Mr. Tuomas. You only start them at grade 7. What is the compen- 
sation? Do you start in the middle or top or bottom of a grade 7 ? 

Mr. Campsett. No, Mr. Chairman. We start with the first step, 
which is $4,980, and I may say that we are encountering severe re- 
sistance in recruiting this spring. 

Mr. Tuomas. Do you start them at the bottom or top? 

Mr. Campse.yt. The bottom, $4,980, and then we move them up 
in 1 year to a grade 9. 

Mr. Tuomas. What is the compensation of the grade 9? It is 
$5,985 at the bottom of that. You are not setting the woods on fire, 
are you ¢ 

Mr. CampsELt. No. We have not. 

Mr. Tuomas. You go ahead. We will have some comments to 
make on this. 


JOINT FINANCIAL MANAGEMENT IMPROVEMENT PROGRAM 


The General Accounting Office is continuing to provide joint 
leadership with the Bureau of the Budget and the Treasury Depart- 
ment under this program for promoting improvements in accounting 
and other financial management practices throughout the Govern- 
ment. ‘This program was formerly known as the joint accounting im- 
provement program ; its name was rec ently changed to give recognition 
to its real scope which involves not only improvements in accounting 
practices but other fields such as programing, budgeting, and finance ial 
reporting. 

The annual report on this program covering the work for the fiscal 
year 1959 was released on December 15, 1959. This report, the 11th 
such report since the inception of the program in 1948, contains a 
description of the principal accomplishments and improvements dur- 
ing the year. 

1 would like to say at ae point, Mr. Chairman, we have never 
done more in this area than we are doing right now as far as I can see. 

We are emphasizing more md more the great need for the follow- 
up of our reports in the various departments and although we now 
have our systems accountants spread between Defense and Civil Di- 
visions in our Office, nevertheless we think that the setup is much 
more effective than when we had our systems group as a separate or- 
ganization. 

CIVIL ACCOUNTING AND AUDITING DIVISION 


The Civil Accounting and Auditing Division is responsible for 
carrying out our accounting, auditing, and investigative functions in 
all civil departments and agencies of the Federal Government; the 
civil functions of the Corps of Engineers, Department of the Army ; 
and the District of Columbia. 


WORK PROGRAMING 


Our work at the civil anc is programed to make reviews of 
the significant activities at selected locations periodically and to make 
audits of financial transactions at the various offices of the agencies 





726 





under cycling patterns ranging from 2 to 5 years; based upon the size, 
importanc e, ‘number, org ranization, and locations of the activities of 
the agency. Our work plans for fiscal years 1960 and 1961, discussed 
on pages 135 through 168 of the justifications, contemplate the exten- 
sion of reviews at the sites of operations and audits of transactions at 
locations where the books and records are maintained. Under our 
present plans, all bureaus and offices of all the civil departments and 
of all the major independent agencies will have been authorized by 
the end of fiscal year 1961 to retain their documents for audit by the 
General Accounting Office at the agency sites. i 


WORK PERFORMED 


During the 1959 fiscal year, 149 reports relating to the civil de- 
partments and agencies were submitted to the Congress or its com- 
mittees. In addition, 123 reports were issued to agency officials, 
copies of which frequently were furnished to congressional commit- 
tees or to Members of Congress, and 110 reports were issued by our 
regional offices to local agency officials in field offices. Our reports 
not only provide information and assistance to the Congress, but also 
are the means whereby we convey to the agency officials our recom- 
mendations for administrative and financial improvements or cor- 
rective action on weaknesses and deficiencies that have been observed 
during the audits. 

Pages 126 to 135 of the justifications describe briefly audits per- 
formed and the reports issued during fiscal year 1959 in three areas 
of the Civil Accounting and Auditing Division’s activities; these 
areas are the Departments of Agriculture, Health, Education, and 
Welfare, and State. In addition, I want to mention specific items 
in other areas of activity which illustrate the nature of our work. 

Our review of the activities of the General Services Administra- 
tion relating to the selection of sites for the storage of strategic and 
critical materials disclosed that GSA incurred transportation costs of 
over $9 million which, in our opinion, were unnecessary and could 
have been deferred or saved without hindering the objectives of the 
stockpiling program. During our review we brought certain of our 
findings with respect to specific cases to the attention of GSA officials 
when we believed that prompt corrective action would result in de- 
ferral of expenditures or savings to the Government. The action 

taken by the agency in these cases will result in deferral of expenses 
estimated at approximately $5.5 million with a likelihood of actual 
savings of all or part of this amount. 

Our review of the operations of the Federal-aid highway program 
in selected States disclosed certain conditions which impeded the 
expeditious progress of the program and substantially increased the 
costs. 

Because of restrictions in State right-of-way laws, some States 
lacked authority to acquire land in fee simple title and rights- of-way 
by negotiation; and the widths of highways were limited. Poor pro- 
cedures in respect of right-of-way were evidenced by (1) inadequate 
and incomplete State appraisal reports, (2) negotiations for rights- 
of-ways before obtaining appraisals, (3) lack ‘of documentation to 
support the bases for arriving at settlement prices, (4) deficient con- 
trols over the sale or salvage of improvements on property acquired, 
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and (5) lack of State policies, procedures and reporting formats to 
facilitate satisfactory control over right-of-way transactions. 

In certain States, the highway department organizations had in- 
adequate staffing to meet the requirements of the “expanded Federal- 
aid highway program and Federal-aid highway legislation. This 
situation was indicated in extensive contracting ‘with consulting en- 
gineering firms for the usual types of preliminary highway engineer- 
ing work normally done by State highway department personnel, and 
in a lack of sufficient qualified construction inspection personnel for 
monitoring Federal-aid highway projects to determine whether all 
work being done by contractors conformed to design specifications. 
The extensive use of consulting engineers for the usual types of 
engineering work, which in other States was done by State employed 
engineers, ‘substanti: ally and unnecessarily incre ased the cost of that 
engineering and resulted in an avoidable inequity among the States 
in the extent of Federal participation in engineering costs. 

The Bureau has advised us that it will continue its efforts with the 
States to remedy the above conditions. 

Our review of the operations of the national defense reserve fleet 
disclosed certain conditions which suggested serious doubt that many 
vessels in the reserve fleet had or would attain the standard of suit- 
ability required to carry out the emergent missions for which they 
were retained. Preservation of vessels had been continuously in 
arrears of prescribed preservation requirements principally as a result 
of insufficient correlation between mobilization requirements, pres- 
ervation practices, and financial planning among the executive 
agencies concerned with the adequacy of reserve fleet vessels. In- 
formation on the repair status of many vessels was not readily avail- 
able and reporting to the Congress on the reserve fleet had not been 
sufficiently informative as to the progress and status of vessel preserva- 
tion and the suitability of reserve fleet vessels. 

We recommended to the agency that timely corrective action in 
these areas was warranted in consideration of the primary importance 
of the reserve fleet to the fulfillment of national defense objectives. 
Subsequent to our examination, we were apprised of plans for the 
disposal of 1,030 vessels no longer required for defense mobilization. 
On the basis of this contemplated reduction in the number of ships 
in the reserve fleet, we recommended the possible deactivation of 
some of the reserve fleet sites which would result in significant re- 
curring savings. 

In connection with our examination of the International Coopera- 
tion Administration’s budget presentation to the Congress of the pro- 
posed mutual security program for fiscal year 1959, we recommended 
certain actions which we believed would contribute to more informa- 
tive future budget presentations and facilitate the task of the con- 
gressional committees in reviewing the reasonableness of proposed 
programs. We recommended that. the presentation of nonproject 
assistance furnish clear and specific information as to how the pro- 
pees amounts for each country were determined, that economic and 
udgetary statistics should be correlated with the amounts of pro- 
posed assistance, and that expenditure data should be shown in con- 
junction with actual and estimated obligations. We suggested that 
the presentation of project assistance show the overall progress in 











terms of annual obligations and expenditures, that estimates of cur- 
rent implementing capability and of expenditure forecasts be im- 
pengens and that significant increases in anticipated U.S. financin 
e disclosed for all major projects. ICA has expressed doubts as 
to the need for and practicability of the various additional disclosures 
recommended by us. However, during the congressional hearings 
on the mutual security legislation for fiscal year 1960, ICA amended 
its latest program presentation by inserting material which corre- 
sponded in large part to our suggestions for nonproject assistance, 
The responsible congressional committees have recognized the need 
for improved agency presentations and have incorporated appropriate 
requirements in the mutual security legislation effective in fiscal year 
1960. 
DEFENSE ACCOUNTING AND AUDITING DIVISION 


The Defense Accounting and Auditing Division is responsible for 
carrying out our accounting, auditing, and investigative functions in 
the Department of Defense including the military services. 


WORK PERFORMED 


During the fiscal year 1959, we submitted to the ¢ ongress or its com- 
mittees 89 reports on defense activities. An additional 238 reports, 
containing findings and recommendations for corrective action, were 
issued during the year to officials of the defense agencies. 

Pages 82 to 116 of the justifications set forth the general nature of 
the work performed by this division and its accomplishments and 
plans. Our planned coverage of defense activities of necessity must 
be highly selective. In 1961, we expect to continue to devote our 
primary effort to the areas involving procurement, supply manage- 
ment functions and operations, transportation, contract administra- 
tion, and contractor operations, as well as the military assistance pro- 
gram. Also, we will continue to give particular attention to areas 
where signifleant expenditures are being made, such as missiles, elec- 
tronics, communications, and construction. 

The detailed justifications set forth a variety of examples of the re- 
sults of our work. I will discuss several of these examples briefly, 

Our continuing examinations of selected prime contracts and sub- 

contracts covering procurement. by the military departments continue 
to disclose significant deficiencies in the pricing of negotiated con- 
tracts. The deficiencies cause the Government to pay excessive prices. 
They stem chiefly from inadequate review, evaluation, or considera- 
tion of such things as (1) the contractors’ cost proposals, (2) the form 
of contract most appropriate for a particular procurement, (3) the 
rate of profit in relation to the contractors’ sentunsibilioy. risk, and 
effort, and (4) other data pertinent to sound negotiation. Our find- 
ings in the Air Force and in the Navy are summarized in two reports 
to the Congress, submitted Mav 29,1959, and July 14, 1959. With 
respect to those findings, about $4.3 million has been recovered by the 
Air Force and $2.5 million by the Navy either through direct refund 
or reduction in contract prices. Two cases, where we reported that 
excessive prices amounting to about $4.5 million had been paid by 
Navy, have been referred to the Department of Justice for appropriate 
action. Also,the Air Force and the Navy have taken measures to im- 
prove their negotiation procedures. 
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We found that the Government has been incurring excess costs in 
the leasing of private line telephone facilities. Because of the com- 
plex nature and the heavy volume of these operations, we are not in 
a position to estimate on the basis of our limited study the extent of 
the excess costs. However, we believe it to be substantial—amounting 
to possibly more than a million dollars annually. The excess costs 
result principally from failure of the Government to take full ad- 
vantage of certain tariff provisions which would have reduced cost. 
For example, lower rates are available when intrastate circuits are 
ordered to be connected with interstate circuits and lower multiple 
channel rates are available when action is taken to establish the Gov- 
ernment, rather than individual agencies, as a single customer. There 
is evidence also that the telephone company has made overcharges 
through erroneous application of tariffs. These findings and our rec- 
ommendations are included in our report to the Congress, submitted 
November 24, 1959. 

Our review of the Navy’s operations relating to overhaul of aircraft 
engines revealed a general lack of expeditious handling at almost each 
stage of the overhaul cycle. The period from the time an engine be- 
came unserviceable until it was returned to the supply system in a 
ready-for-issue condition averaged about 275 days as compared with 
the Air Force experience of 150 days for similar engines. A pro- 
longed overhaul cycle means, of course, that an excessive number of 
engines must be ee to compensate for the delayed overhaul. 
We estimated that a 150-day cycle would have reduced Navy’s in- 
dicated requirements for engines at July 31, 1958, by nearly 1 ,000 en- 
gines costing about $101 million. About $68 million of this amount 
was then under proc urement and $33 million was programed for fu- 
ture procurement. We made a series of recommendations to the Navy 
designed to reduce the overhaul cycle to 150 days. The Navy did not 
fully concur with the feasibility of our recommendations. Accord- 
ingly, we reiterated our recommendations and stated the Navy’s posi- 
tion on the recommendations in our report to the Congress, submitted 
February 4, 1959. The Navy subsequently advised us of its concur- 
rence with the substance of our recommendations. 

Our continuing reviews of various aspects of the military assistance 
program have led to action by the Department of Defense to improve 
its management control of the program. The objectives of our reviews 
are to identify and to report to the Congress significant deficiencies. 
We do not attempt to evaluate those phases of the program which 
are based on concepts and considerations of military strategy and 
foreign policy. However, we do endeavor to report to the Congress 
the existence of such concepts and considerations and their effect on 
the operation of the program. 





EUROPEAN BRANCH 


We plan to maintain a staff of 54 in the European Branch during 
1960 and 1961 to perform the accounting, auditing, and investigative 
functions in the European, North African, and Near Eastern areas. 
Significant improvements in agency operations have resulted from the 
work of the European Branch during the past year. In many instances 
corrective actions instituted by agencies on the basis of Branch recom- 











730 


mendations have resulted in recoveries of substantial sums; and in 
other instances, corrective actions taken will achieve more efficient 
and economical operations in the future. You will note from examples 
shown in our justifications that emphasis has been placed upon reviews 
of military activities significant from the standpoint of dollars 
expended. 

During 1960 and 1961, the Branch has scheduled continuing reviews 
of military assistance activities, reviews of military construction and 
procurement activities in Europe, North Africa, and the Near East; 
Army programs for excessing and disposal of property; Air Force 
base operations; and selected technical services of the Army, Air Force, 
and Navy. 

FAR EAST BRANCH 


We plan to have a staff in the Far East Branch, Tokyo, Japan, 
of 25 employees in 1960 and 27 employees in 1961. The Department 
of Defense activities to be reviewed cover the activities of the three 
military departments in and around Japan. Korea, Formosa, the Phil- 
ippines, the Mariannas, Cambodia, Laos, Vietnam, Thailand, and west 
as far as and including Pakistan. In view of the broad geographic 
area to be covered, we have generally directed our reviews to supply 
management, which involve the most significant expenditures, and to 
military assistance programs. 

The major area of review in 1960 and 1961 will continue to be the 
military assistance programs and supply management and related ac- 
tivities in the three military departments. As indicated in our nar- 
rative justifications, our findings and recommendations in this area 
have resulted in cancellation of active local procurement or requisi- 
tions for continental U.S. supply of millions of dollars of material 
for which there were no valid requirements, 


LEGAL WORK 


The General Counsel has the primary responsibility for the decisior 
and legislative work of the Office. We plan to have 186 employees in 
the Office of the General Counsel for 1961, which represents an increase 
of 5 over the revised 1960 estimates. Legal decisions involving all 
fields of law are rendered by the General Counsel as a result of ques- 
tions submitted by every department and nearly every executive 
agency as well as agencies under the legislative and judicial branches, 
and the District of Columbia. During the fiscal year 1959, over 6,400 
legal decisions and reports were rendered to every branch of the 
Government. 

During the fiseal year 1959, the Office of Legislative Liaison and 
the Legislative Digest Unit were transferred to the Office of the 
General Counsel in order to coordinate the closely related legal 
and lecislative work for more effective administration of our 
responsibilities. 

CLAIMS 


As of December 31, 1959. we had under consideration 3,614 claims 
against the Government. However, no action can be taken on 1,446 
of these claims since we are awaiting court decisions. The balance 
of 2.168 claims represents slightly less than 1 month’s receipts. In 
other words, we are on a 30-day basis as of the present time. 
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As of December 31, 1958, we had on hand 70,086 claims involving 
debts of various individuals and corporations to the United States. 
The workload of claims of this type has been reduced to 61,029 as of 
December 31, 1959, all of which are being processed. Of this volume 
of cases, about 29,000 are being collected by installments. 

I would like to interpose here, Mr. Chairman, and members of the 
committee, that a little over 4 years ago our debt claims outstanding 
were in the neighborhood of about 170,000. 

Mr. Tuomas. That is cutting it down. 

Mr. Campse.t. For the 12-month period ending December 31, 1959, 
the collections from our settlement and debt collection activities 
totaled $7,416,573. 

On November 29, 1959, the Indian Tribal Claims Section of the 
Claims Division was transferred to the Office of Administrative Serv- 
ices under Mr. Feeney and organizationally established as the Indian 
Tribal Branch. The transfer of this section, which is composed of 
82 employees, was considered desirable because the operations per- 
formed are of a reporting and accounting nature and do not involve 
the adjudication and settlement of claims. 


TRANSPORTATION AUDIT 


Since the time that we appeared before your committee last year 
our transportation audit effort has been concentrated on (1) bringing 
the examination of transportation payments under Public Law 85-762 
to a current status, (2) improving control mechanisms to minimize 
the possibility of loss under the 3-year limitation of the Government’s 
right to recover overcharges, and (3) realining our organizational 
structure for more efficient application of our manpower resources. 


AUDIT OF FREIGHT CHARGES 


We are now auditing freight charges about 4 to 6 months after 
payment of the bills. The passenger travel accounts are being audited 
within 4 to 7 months after payment. Bringing the audit up to this 
state of currency required a temporary reduction in the effort de- 
voted to reaudit of payments made during World War II. We now 
have a residue of about 230,000 World War II freight vouchers re- 
maining for reaudit. Recently we have been able to increase the 
reaudit effort, applying as much manpower as can be made available 
without falling behind on the current audit, and we expect to com- 
plete the reaudit in about 2 years. 

As a part of our organizational realinement a separate branch has 
recently been created to conduct reviews of current transportation 
and traffic management operations in Government agencies with a 
view of encouraging improvement in management practices and 
eliminating sources of excess cost. As programs are developed and 
staff becomes available the emphasis on this review work will be 
increased. 

COLLECTIONS RESULTING FROM AUDITS 


During the fiscal year ended June 30, 1959, the Transportation 
Division collected $29,535,000, of which $15,719,000 resulted from the 
current audit and $13,816,000 resulted from the reaudit program. 
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ASSISTANCE TO THE CONGRESS 


The increased use of our facilities each year by the Congress, it 
committees, and Members is gratifying to us as an indication that we 
are successfully fulfilling one of the major purposes for which the 
General Accounting Office was created. 

From the close of the 2d session of the 85th Congress on Aucust 
24, 1958, until the adjournment of the Ist session of the 86th Con- 
gress on September 15, 1959, we reported on 754 bills at the request 
of the chairmen of various committees. We testified before com- 
mittees on 33 occasions concerning proposed legislation and with re- 
gard to the information and recommendations in our audit and other 
special reports to the Congress. One hundred and sixty-five members 
of our professional staff were assigned to committees which desired 
technical assistance on committee work during 1959, 

_I might say this was not on a full year’s basis but from time to 
time. 

Mr. Chairman, that concludes my statement. We will be glad to 
answer any questions you may have, 

Mr. Trromas. That certainly was an excellent statement. The 
budget is well gotten up. There is a lot of information in it and it is 
put together just right. 


S 


COLLECTIONS MADE BY GAO 


In looking over the budget from an overall point of view your 
collection figures always stand out. As well as I remember for the 
last complete fiseal year, 1959, your collections were around $60 mil- 
lion and $29 million of it was from transportation alone and claims 
had about $8,500,000. 

When we get over to “Transportation.” we will go into it in detail. 

We want to compare your activities with those of the General Serv- 
ices Administration. I note that you are gradually getting over into 
the field of what we might call, for lack of better words, “the field 
of education of the Government agencies on their transportation 
problems.” 

I also note with quite a bit of interest in the Claims Section that 
you transferred an Indian section out of Claims over to the Adminis- 
trative Section. There were 82 people. 

When we get into that, I would like for you to go into detail as to 
the involvement of 82 people with the Indians. Of course, we have 
the Bureau of Indian Affairs with two or three thousand people, but 
those figures on collections are always inviting because it shows on 
its face that the Bureau, or the Office more than pays its way. 

Out of the $41-million-plus budget this year the prognosis for 1960 
will Jook like there will be recoveries of more than $60 million. There 
was $21 million in 1960 for the first 6 months. When it is all said and 
done. as big as those figures are, and as inviting as they are, the big 
activity that you cannot measure with an exact yardstick and one that 
audit of the military. I hope the committee, when we get to those 
two sections of the budget, will go into it very carefully because that 
is where your real value lies. I do not think there is any doubt about 


is worth hundreds of millions is in your general audit field in your 
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it. Your activities are so broad, they touch every agency of 
Government. 


g Mr. Jonas. Mr. Chairman, may I ask a general question when 
e you finish ¢ 
e Mr. Tuomas. Yes. 


FIELD OFFICES 


. I was noticing your field setup. Certainly that is an indispensable 
t part of the General Accounting Office. You are close to where the 
‘ expenditures occur. I believe you have 19 offices in continental United 
. States, plus military offices and plus overseas offices. I do hope you 
continue to strengthen those offices. 


r 

S 

d SUPERGRADES 

" In looking over your salary structure for your supergrades and your 
excepted positions, of which you have none, it appears to me the Civil 

0 Service Commission has certainly been sound asleep in the allocation 
of suitable ratings to your pepole, all of which are top people worth 

e far more than you are paying them. 

s By way of comparison, I recall you had five or six 18’s._ There is 
one agency of Government, namely, ‘the Civil Defense, with 11 regional 
offices and they asked the Office of Civil and Defense Mobilization to 
promote, without much ceremony, their regional officers from 15 to 18. 
There are only 11 of them and the good old Civil Service Commission 

Ir complied rather gracefully, 1 think, and just promoted them from 15 

le to17. That was last September. I do hope that you did get to pro- 

l- mote some of your people in Claims and maybe the Transportation 

is | Division, but the promotion was far less than they deserved. I hope 

| | the Comptroller General will go to the Civil Service Commission— 

I. and I think I speak the sentiments completely of this committee—and 

: overhaul the supergrade structure. You are entitled to far more than 

+ you have. This committee stands willing, if not able, to help you 

¢ 


accomplish that purpose. 
m Mr. Jonas? 

Mr. Jonas. Would you prefer not to have general questions now? 
at Mr. Tuomas. Go ahead. 


S Mr. CampsBe.tt. May | say, Mr. C hairman, with respect to your re- 
marks, our supergrade figure of 25 total is fixed by special legislation 

to which—— 

a Mr. Tuomas. Came out of the Civil Service Committee ? 

ut Mr. CAMPBELL. Yes. 

- Mr. THomas. When was that enacted ? 

60 Mr. Ketter. About 5 years ago. 


Mr. Tuomas. We had an amendment last year as well as I recall. 
re a ; “ 
Mr. Kerier. Ours was prior to that date. 


nd mn ; : 

rm Mr. Tuomas. You did not get any last year. You haven't gotten 
at | any for how long? 

ie 


ay Mr. Kewtier. It has been several years. 
Mr. Tuomas. But you are not limited to that. That is a guarantee 


se | 
oa as Well as I recall. 
ut You get that many and then a certain number of supergrades are 


allocated to the Civil Service Commission to be allocated by them 
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in their judgment to other agencies of the Government. You do not 
interpret the limitation ? 

Mr. Camppe.y. I do not say that. We have felt that the total of 
25 is a limitation, but I do not think we have taken it up with the 
Civil Service Commission. 

Mr. Tuomas. As well as I recall the limitation is not a limitation. 
It is a guarantee that you are going to get that many and then over 
and above that a certain number are allocated to the Civil Service 
Commission for the specific purpose of being allocated to the other 
agencies of Government who are entitled to it. 

Mr. Campse.it. That is something we have not pursued. 

Mr. Tuomas. I suggest you look into it. You have responsibilities 
that certainly do not have the proper civil service status commen- 
surate, we will say, with their responsibilities. I do hope you will 
look into it because it ought to be corrected. 

Mr. Jonas. 

Mr. Jonas. I yield to Mr. Boland if he has any questions. 


USE OF CONSULTING ENGINEERS IN FEDERAL HIGHWAY PROGRAM 


Mr. Botanp. I do not have any specific general questions. I might 
ask about the statement concerning the extensive use of consulting 
engineers in the highway program. Do you have any idea how much 
money was spent, or how much Federal money was spent for this 
purpose ? 

Mr. Campsetx. For consulting engineering as such? 

Mr. Bortanp. Yes; as you indicate in your statement in those States 
where they did not have a consulting staff able to cope with the Federal 
program. 

Mr. Campsett. We have made a rather thorough analysis of the 
whole question, Mr. Boland. I do not know whether we have that 
particular figure here. 

Mr. Samuetson. We do not have the figures. 

Mr. Botanp. Can it be said a considerable amount of Federal money 

ras spent in this particular area for consulting engineers? 

Mr. Samuetson. We believe the amounts to be substantial. 

Mr. Boranp. How substantial ? 

Mr. Samuetson. We do not have the total for the country as a 
whole involving the 50 States, but the expenditures for these services 
by some States would be $10 or $12 million in recent years. For ex- 
ample, the expenditures for consultants by the Distri iet of Columbia 
were in the neighborhood of $8 million in about the last 4 years, so 
the amounts added up could be substantial. What we have done is 

recommend to the Bureau of Public Roads that they make a study of 
this problem and determine how much is involved here and whether 
compliance with Federal-aid highway legislation can be effected. 

Mr. Boxtanp. The study comes aw fully late, unfortunately. 

Mr. Camrset. We will be glad to furnish you the results in ‘the par- 
ticular States where we have made examinations. It will take a little 
time to assemble the information. 

Mr. Boranp. I think it would be well to have it. Perhaps you will 
have to supply the same information to the Subcommittee on Public 
Works, the legislative committee, which is going into the question of 
the expenditure of Federal funds on the highw: ay program. 


| 
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Did you also find in this investigation or in this audit that there 
were 2 number of States using consulting engineers, although those 
States did have sufficient and adequate consulting staffs themselves 
within the framework of their own highway department or agency ? 

Mr. Samvuexson. Our work in the Bureau of Public Roads is not 
countrywide at the same time. We make a selection of States for 
reviews to be made and what we have found is that certain States 
have employed consultants rather than building their own engineer- 
ing staffs because they could not get people or for various reasons. 
There we have pointed out that it is not in conformity with the Fed- 
eral-Aid Highway Act, as well as with the regulations of the Depart- 
ment of Commerce. 

Mr. Botanp. Let me ask, in States which do have adequate staffs, 
did the Comptroller General’s Office find that these States also were 
using outside consulting engineers to any great extent? 

Mr. Samuetson. I do not know whether I can answer that question. 

Mr. Botanp. I can understand your position. You understand 
what we are driving at. I can understand a State not h: iving an ade- 
quate staff within the framework of its own highway department, and 

it would use consulting engineers from the outside. 

The question I would be particularly interested in is whether or 
not those States which do have adequate staffs used outside consulting 
engineers to any extent, or to a great extent. 

Mr. Samvevson. Our work in this area was concerned with ex- 
penditures by States for consulting engineers which might be avoided 
through building their own staffs. 

Mr. Botanp. I know. Do you not think this would be a good area ? 

This would be a better area in which to look. I can understand the 
use of outside consulting engineers when the highway department 
does not have its own staff, or in some States an adequate staff, par- 
ticularly when it is faced with the enormity of the program as en- 
visaged by the Federal highway system. But, I would be more par- 
ticularly concerned with the expenditures by a highway department 
in any State which has a sufficient staff, but then uses consulting 
engineers. 

This is a very expensive service that consulting engineers perform 
and I would be particularly interested in learning ‘whether or not there 
were a number of States which used outside consulting firms when 
they did have an adequate staff of their own. 

Mr. Samverson. I do not have the answer to your question. 

Mr. Borann. I can understand. Don’t you think this would be a 
good procedure ? 

Mr. Campnett. I think you are quite right, sir, and I think we can 
supply vou the information, at least on a sample basis. 

Mr. Botanp. That is all I have except I want to echo the sentiments 
of the chairman with respect to this agency. This is one of our favor- 
ites and one we always take particular pride in, particularly under 
the direction of Mr. Campbell and his staff that now works with him. 

Mr. Tomas. I hope the committee in their en will get the 
Comptroller General and his staff to go into the areas that they are 
particularly concerned with now. There are sever: a] areas that they 
are working on and giving some attention to. I was intrigued in the 
transportation field by some Supreme Court decisions that put more 

53225—60—pt. 2—47 











736 


or less a limitation on collecting from certain types of carriers; 
namely, trucks and steamship carriers. 
Mr. Jonas? 
COMMENTS IN GAO REPORTS 


Mr. Jonas. I would like to preface a question I want to ask the 
Comptroller General by saying we sit in this room from 5 to 6 hours 
a day for nearly 6 months listening to Government agencies testify 
and justify their requests for funds. The public never finds that out. 
If, however, either one of us makes a mistake, that will get in the 
headlines. 

I confess to a feeling of depression every time we have the General 
Accounting Office officials in here and when I read the stories of waste 
of funds and apparent inefficiencies in Government; I wonder if you 
find that is a situation that runs generally throughout Government! 
Do your audits ever uncover or disclose anything “satisfactory in any 
Government agency or department ? 

Mr. Campsey. Yes; we do. 

Mr. Jonas. If so, we never read any stories in the paper about any 
agency you find is doing a good job or saving money or trying to be 
efficient and economical. I would like for you to comment on that 
for the record. 

Mr. Camepsett. I can appreciate your question. There are many 
times when we do compliment agencies on what they do, but unfortu- 
nately, I guess this does not make good reading in the newspapers. 

Mr. Jonas. At least you can pic k out the things that in themselves 
are of interest. 

Mr. Campse.y. The most recent comment I recall was with regard 
to the St. Lawrence Seaway. Our report on that was rather 
complimentary. 

Mr. Jonas. When you find an agency, as a result of your audit, is 
doing a good job and apparently trying to stay on the ball, do you 
make reports to that effect ? 

Mr. Campseti. Yes. 

Mr. Jonas. Do you report all your findings—the good as well as 
the bad—to Congress ? 

Mr. Campseti. All of our reports on Government corporation go 
to Congress, regardless. In other words, regardless of the nature of 
our comments, the reports do go to Congress because it is required by 
law. I do not think that we necessarily point up to Congress those 
things that are critical only, but we always bring to the attention of 
Congress matters which we feel Congress should be interested in in 
order to correct conditions. 

Mr. Jonas. I understand. I wish to join in the compliments to 
your office for doing that. TI am just trying to have you say some- 
thing, if you can do it conscientiously, that will indicate that there 
are some areas throughout Government that are efficient and where 
you have found any evidence of concern over the expenditure of 
public funds and any evidence of efforts to improve procedures and 
that sort of thing. 

Mr. Camrsety. I think that we have on many occasions com- 
mented on that. 

Mr. Ruopes. Will the gentleman yield? 
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Mr. Jonas. Yes. 

Mr. Ruopes. Mr. Campbell, I was a little bit amazed that in re- 
porting on the procurement policies of the Department of Defense 
that there was such a small dollar amount of discrepancies noted for 
which recoveries could be made, or the amount of money spent, I 
thought the discrepancies were quite small. 

Would you agree that that is a very small amount? 

Mr. Campseti. I think, Mr. Rhodes, that one of our problems is 
that we are so thin in staff that we cannot cover very much ground 
compared to the overall. Frankly, with reference to the matters we 
have looked into, I think percentage-wise the incidence of these 
discrepancies is rather high. 

Mr. Ruopes. This just represents a spot check more or less? 

Mr. Campseti. Very much so; yes. We are far from the point 
where we can cover the entire field. For instance, in the aircraft 
contracting field, we covered a relatively few contracts, out of a 
total of hundreds. 

Mr. Ruopes. From your spot checks, have you been able to make 
recommendations as to procedures which you feel might correct the 
same sort of defects that you had found ¢ 

Mr. Camppe.tu. We certainly have, and in many cases our recom- 
mendations have been followed. This is another matter which we 
do not have in the open, Mr. Jonas, and that is the great number of 
compliments that our office receives across the table from many of 
the agencies. This is very interesting because when we come up here 
on the Hill, those things are just not talked about, but we have any 
number of officials who have written into our office and to me to com- 
pliment us on the help we have given them. 

Mr. Jonas. In your statement this morning you indicated a num- 
ber of instances in which recommendations had not been accepted 
initially but were later. 

What would you say generally as to the reception your recommenda- 
tions receive throughout Government? Are there cases in which they 
are not followed, and is that the exception to the rule or not? 

Mr. Campsetu. I am not sure whether I could answer that cate- 
gorically. 1 would say that there are many, many instances where 
they are accepted. I would like to, for instance, ask Mr. Newman, 
our Defense Director, what he would say to that question. 


CONSIDERATION OF GAO REPORTS BY DEPARTMENT OF DEFENSE 


Mr. Newman. I would say, sir, that the trend—and I am glad to 
say this—the trend is that a sincere effort is being made today in the 
Department of Defense, as a matter of fact, just to give you some 
concrete examples, the Secretary of Defense has set up a separate 
group in his office that more or less controls our reports, and follows 
through on the recommendations, and prompt replies. Secretary of 
the Army Brucker has established the same sort of a group, where we 
are getting immediate consideration of our draft re ports and our 
recommendations. The Department of Air Force has gone deep into 
this subject, to the extent that they have taken a long list of con- 
tractors and subcontractors and notified them that they are not doing 
a good job on cost proposals in the procurement area. I believe that 
will have a significant effect on the future. 
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The Secretary of the Navy for a long while has had a direct control 
in his office of our reports. 

I personally feel, gentlemen, that this is going to go a long way 
to having our recommendations considered promptly, we will be able 
to discuss them and I know that in the procurement field we should 
get better contracting. 

Mr. Jonas. What would you say was the reason for the Navy’s 
reluctance to accept your rec commendation on cutting down the over- 
haul cycle? 

Mr. Newman. Well, it takes time. That is a big field. It takes 
considerable time to study the overhaul of engines for aircraft— 
called the pipeline. I believe after it got to the Secretary level, he 
went into the matter rather extensively and reconsidered and agreed 
with our recommendations. We had the same situation in the Army. 
We will have cases like that, sir. 

Mr. Jonas. Have they got it down to 150 days? 

Mr. Newman. I cannot answer that. We are now establishing a 
program to get in and to see what progress has been made in reducing 
the —— number of days. 

Mr. Jonas. Would you say we, who sit on this side of the table 
and ee are concerned with spending and economizing, have any 
reason to be encouraged over the progress being made in this diree- 
tion of improvement / 

Mr. Newman. I am, gentlemen, and I think you should be. 

Mr. Jonas. If you are we should be. 

Mr. Newman. But it is a constant struggle and we have to be a 
little patient. These problems, you must understand, are gigantic. 

Mr. Jonas. I suppose it is always easier on a postaudit, taking 
an afterlook at a situation, to find mistakes than to provide for them 
in the initial stages? 

Mr. Camrpe xt. I think that isa fair statement. 

Mr. Ruopes. Are these engines the jet type or the piston type? 

Mr. Newman. It is a mixture of both, jet as well as piston. 

Mr. Ruopes. When you talk about the period from the time an 
engine becomes unserviceable until it is returned to the supply sys- 
tem in a ready-for-issue condition, are you talking about man-days 
or calendar days? 

Mr. Newman. The number of calendar days from the time it leaves 
the carrier until it gets back to the carrier. For example, take 275 
days and deduct the 150 days and that leaves 125 days; 125 days in 
the taxpayer’s mind is 4 months. =a 1e question is how many engines 
do we need in that or yaa the 4 months. We have to take into 
consideration that the Navy in this case did not have a mobilization 
reserve of engines. 


SUBMISSION OF REPORTS BY INTERNATION AL COOPERATION ADMINISTRATION 


Mr. Ruopres. Mr. Campbell, have you pretty well resolved your 
running battle with the ICA concerning your access to certain inter- 
departmental reports? 

Mr. Camppety. I will ask our general counsel to comment on that 
because there is a very difficult legal problem involved, but T will 
say so far as I am concerned we have had one or perhaps two reports 
which we have requested from ICA recently and under the legisla- 
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tion of last summer the President did refuse us those reports but 
assured us that we would receive all of the facts, as distinguished 
from opinions, conclusions, and recommendations. Very promptly 
we did receive from ICA two reports. It seems to me there were 
very few deletions, which of course is very satisfactory and we were 
pleased to have that information. 

Mr. Ruopes. Off the record. 

(Discussion off the record. ) 

Mr. Ketier. Mr. Rhodes, as Mr. Campbell just pointed out, Con- 
gress in the Mutual Security Appropriation Act, 1960, author ized the 
President to withhold IC A reports. Our problem with the ICA in- 
volved evaluation reports only. The balance of the records and files 
of that agency have been made available to us. 

While the legislation does authorize the withholding by the Presi- 
dent, and the President has exercised that withholding i in two cases, 
we have received reports of “facts” in those reports. We have no 
way of knowing precisely what was removed, but I do think in both 
eases that a minimum amount of material was taken out. We have 
found the reports quite helpful. 


Mr. Ruopes. Do you think the spirit of cooperation is better now 
than it was a year ago? 

Mr. Keuier. That is my personal feeling, and I think most of us 
feel that way. We are still having problems with some of the other 
agencies. 


BUDGETS AND FISCAL STAFFS 


Mr. Ruopes. In reviewing the various agencies which come before 
this committee, it has seemed to me, and I know it has to other mem- 
bers too, that in some instances there is an excessive number of em- 
ployees being used to prepare budgets and to act as fiscal officers. 
Do you find that to be true? In other words, I have felt from time 
to time it is difficult to establish a good ratio as to the number of 
people required to prepare and administer an agency budget com- 
pared to the amount of dollars expended by the agency. 

Mr. Campnety. I do not think I could say the agencies in general 
are overstaffed in that area. I will say this, that in our office our 
budget and fiscal staff is very small in proportion to our total staff 
and the amount of our appropriation. 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Tuomas. Gentlemen, let us take a look at the general bud- 
get here. 

SPECIAL AREAS WHERE IMPROVEMENT IS NEEDED 


General Campbell, what areas are the Comptroller General’s Office 
deeply concerned with right now with reference to needed improve- 
ment? Give us an example of a few of them. 

Mr. Campsetyt. I would begin my answer to that question, Mr. 
Chairman, by saying that our greatest effort is in the Defense area 
at this time. 

Mr. Tuomas. They have an expenditure of $40 or $41 billion. That 
is a lot of money. So it certainly warrants your attention. What 
else ? 
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Mr. Camppett. And within the Defense area I would say, the pro- 
curement activity concerns us most because, again, that is where great 
sums of money are spent. 

Mr. Tuomas. We are going in a new field and that is in the field 
of rockets. Of course there is nothing new in that, but it appears 
the activity and expenditures will increase by leaps and bounds over 
the next 4 or 5 years. 

Mr. Campseti. That would be in the procurement area primarily, 
of course. 

Mr. Tuomas. Do you intend to give that area any particular 
attention ¢ 

Mr. Campse.i. We are giving it a tremendous amount of atten- 
tion in Defense, and we are going to give increased attention to the 
space agency. Do you agree, “Mr. Powers? 

Mr. Powers. Yes. 

Mr. Tuomas. In a rush program where sizeable sums are involved, 
there is a lot of pressure on the agency to push forward a partic ular 
program. In my humble opinion these programs warrant the im- 
mediate attention of the General Accounting Office. We have a new 
civilian agency in the rocket area that in the next few months will 
be spending around $1 billion in a rush program. Certainly such 
programs need the attention of the General Accounting Office, and 
by “attention” I mean the advice and help the General Accounting 
Office is able to give them. 


SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1941 estimate 
Program by activities 

1. Office of the Comptroller General te $42, 188 $43, 31 $43, 359 
2. Office of the Assistant Comptroller General 36, il 36, 999 36. 990 
3. Office of the assistant to the Comptroller General &, 324 24,179 24, 093 
4. Office of administrative services. ‘ 2, 459, 345 2, 495, 600 2, 509, 300 
5. Claims division 3, 425, 952 337. 900 3. 293. 700 
6. Transportation division... ” 5 " R OK 7 146. 400 
7. Division of personne] 200, O65 307, 500 313, 900 
8. Office of the general counsel 1, 557, 2 1, 618, 000 1, 673, OO 
9. Accounting and auditing policy staff r1, 15 63, 000 356, 500 
10. Office of staff n wement " 136, 270 155. 200 154. 000 
11. Defense ac yintir nd a'diting div ior 5 QO, Sie 6, 318, 54 6, 287, 558 
12. Civil acc inting and auditin livision. 5, 993, 493 6. 095. 200 6, O60, 400 
13. Field operations division. __- : 9, 857, 12 11,74 11, 816, 300 
14. European branch R54 477 s Aw 930. 600 
15. Far East branch Pa 377, 528 49. 4X 13. 900 
Total program costs 38, 738, 895 41, 27 100 41, 150, 000 

16. Relat yf costs ligations: ¢ 4 f 
ligati of r ir t 0, 004 ' 
Total program (obligations : . : 38, 728, 891 41, 275, 000 41, 150, 000 

I incin 

Unobligated hala 10 | ger avaliable. 291, 609 AK . 
Appropria new ob] tional authori 1 020 " 41. 800, 000 41. 150, 0 
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Object classification 





| 
| 1959 actual | 1960 estimate 





as | 
Total number of permanent positions_ icine ke Gandia | 5, 400 5, 484 
Average number of allemployees______._______. ree 5, 275 5. 353 
Number of employees at end of year___.___.___._._..._...... | 5, 203 5, 421 
‘ | ? : 
Average GS grades and salary. .........--..---ccccen--oe---- | 7.6 $6,287 | 8.0 $6,540 


01 Personal services: | 
Permanent positions____......__. ‘ as os $33, 150,345 | $34, 912. 736 
Positions other than permanent_- j 2. 


sa 2, 894 | 2, 000 

Other personal services. ......_._- Rein wl 299. 497 470. 264 | 

Total personal services_.............___. stheneacs) S024n0 7a 35, 385. 000 | 
02 Travel ; ae “ bape 1, 913, 015 | 2, 400, 000 
03 Transportation of things__.______. Ps ae tn eel 88. 102 101, 000 
04 Communication services = | 191. 915 200, G00 
05 Rents and utility services_- a4 RR’ 000 
06 Printing and reproduction 4 | 120, 000 
07 Other contract al services : 181, 000 
Services performed by other agencies___ 204, 500 


08 Supplies and materials.............._.___- ‘ CE 
09 Equipment 





85, 000 


11 Grants, subsidies, and contributions. s : 24 2 132. 800 | 2, 260, 000 | 
12 Pensions, annnities, and insurance claims : " ee 17, 500 17, 590 
13 Refunds, awards, and indemnities i eu Fs! | 11, 735 15, 090 


15 Taxes and assessments. 2, 584 3, 000 


Total obligations_...._____. 


ORGANIZATION CHART 


215, 000 


41, 275, 000 | 





1961 estimate 


5, 379 





$34, 682, 917 
2, 000 

335, 083 

35, 020, 000 
2, 490, 000 
101, 000 

200, 000 

73, 000 

120. 000 

456, 000 
204, 500 
215, 000 

85, 000 

2, 240, 000 
17, 500 
| 15, 000 
3, 000 


41, 150, 000 





We will put the organization chart, page Al, in the record. This 


is quite interesting, 
(The chart follows :) 
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COLLECTIONS BY OR THROUGH EFFORTS OF GAO 


Mr. Triomas. On page A2 you have a table showing collections by 
or through the efforts of the General Accounting Offic e from 1950 to 
1960. Your total collections in fiscal year 1959 - were $60,541,080, of 
which collections under general claims were $8,375,565, and "for all 
practical purposes transportation was about one-half of the total or 

$29.5 million, and general audit was $22.6 million. These figures are 

always interesting ‘and they tell a rather large story but after all this 
is only a part of the story. By your activities in the general field of 
audits in the civilian agencies and the milit: ary I imagine the savings 
by way of _— and help will far exceed the $60 million that you 
have collected i 1 any one year. I imagine you could multiply that 
by a figure of 5, "6. or 10, That is a guess figure but I think therein 
lies the great v: alue of your agency. 

We will put this table on page A2 in the record. 

(The table follows :) 


Collections by or through the effor ts of the General Accounting Office 1950-1960 








| | | 
| yeneral Transporta- General Investiga- | Postal ac- Total collec- 
Fis ] 1 | ee tion audit claims tions ! } counts and | tions 
i 
1950 $14, 641, 573 $19, 535, 714 $4, 945, 985 $2, 669, 941 192, 064 $42, 785, 277 
1941 11, 005, 524 2i 7, 491, 969 | 1, 786, 433 2 251, 054 | 48, 057, 228 
1952 ), 249,859 | 36, 75¢ 9, O78, 162 | 643, 64¢ 55, 734, 040 
1953 10, 666, 55t 37, 625, 824 7, 33, 035 | 1, 236, 210 56, 891, 625 
1954 12, 016, 333 40), 755, 4&3 7, 894, 527 | 593, 642 61, 259, 955 
1955 9, 816, 665 38, 512, 444 6, O15, 285 902, 7H 55, 247, 160 
1956 8, 286, 770 52, 097,027 | 7, 387, 496 401, 479 68, 172, 772 
1957 791,044 | 47, 664, 842 | 10, 426,025 | : 64, 871, 911 
1958 20, 03, 543 40, 162, 361 7, 423, 618 67, 649, 522 
1959 22, 630, 457 29, 535, 058 | 8, 375, 565 60, 541, 080 
1960 3 7, 044, 000 10, 414, 957 3, 691, 188 | 21, 150, 145 
Total 132, 212, 324 380, 569, 201 | 80, 092, 855 8, 234, 117 1, 243, 118 602 35 2 615 
1 Consolidated with accounting and auditing functions as of July 1, 1956, and reported under general 
audit in f ear 1957 

2 Does not inc lude collections for accounts with foreign countries and in fiscal year 1951 represents collec- 

tions to Nov. 14, 1950, date of function transfer to Post Office Department 


July 1, 1959 De 31, 1959. 
PROGRAM AND PERFORMANCE 


Mr. Tuomas. For fiscal year 1961 the General Accounting Office 
will require $41,150,000, which represents a reduction of $650,000 under 
the appropriation received for 1960. $35,020,000 or 85.1 percent of 
the total amount requested for 1961 is for salaries and represents a 
decrease of $365,000 from the revised 1960 estimates. 

Let us put pages A3 and A4 in the record. 

(The pages follow :) 


PROGRAM AND PERFORMANCE 


For fiscal year 1961 the General Accounting Office will require $41,150,000. 
This amount represents a reduction of $650,000 under the appropriation received 
for 1960 ($41,800,000). $35,020,000, or 85.1 percent of the total amount requested 
for 1961 is for salaries, and represents a decrease of $365,000 from our revised 
1960 estimates. $6,130,000 is included for other objects for 1961. $2,400,000 
of this amount is for travel which is the same as our 1960 estimate. As shown 
on page AD of the justifications, an increase of $275,000 in object class 07, “Other 
contractual services,” is required to cover the estimated costs under the Federal 
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Employees Health Benefits Act of 1959, Public Law 86-382 which is effective the 
first day of the first pay period which begins on or after July 1, 1960. The 
necessary increase of $275,000 over our revised 1960 estimate is offset by reduc- 
tions of $15,000 in object class 05, “Rents and utilities services” and $20,000 
in object class 11, “Grants, subsidies and contributions,” resulting in a net in- 
crease in other objects of $240,000. 

Due to reductions which we were able to effect in operating costs in areas other 
than the professional accounting staff, we have declared an estimated savings 
of $525,000 in our revised estimates for 1960: $475,000 in salaries and $50,000 
in object classes other than travel. 

The estimates provide for a professional staff of 1,993 in both 1960 and 1961 
and a decrease of 105 employees in other areas from 1960 to 1961. The profes- 
sional staff requested will be required to cover our widespread accounting, audit- 
ing, and investigative activities and to accomplish our goal of continuing im- 
provement in the coverage of those areas of expenditure where major problems 
exist. 

The following table compares the 1961 estimates with the appropriation for 
1960: 


l 1 over ( 
r 10 t t yr under 
TOR 

Personal services ee _ $35, 385, 004 . 0 000 — $385. 000 
Other objects se 5 890, 004 6, 130, 000 +940 O00 
Total obligations 1960 and 1961_-_- Sion ae 41, 275, O06 41,1 (x 125, 000 
Estimated savings_.- 7 ; . A 525. OO 525, 000 
Appropriation 1960 and estimate 1961_-.- Guia . 41, SCO, 00 41. 150. OO 650, 000 


A comparative summary of page A6 presents the fund requirements by organi- 
zation and principal objects of expenditure. 


SUMMARY OF AMOUNTS REQUESTED 


Mr. Tuomas. Let us put this big chart on page A6 in the record, 
which shows that in 1960 you had 5,484 people and you reduced that 
this year by 105, giving a total of 5,379. 

(The chart follows:) 
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Mr, Tuomas. The personnel is broken down in the chart at page 
A7. That shows the general breakdown, with the number in the Office 
of the Comptroller Genet ‘al, in the Office of Administrative Services, 
in the Claims Division, Transportation Division, Division of Person- 
nel, Office of the General Counsel—and I notice the General Counsel] 
has 181 people and he wants an increase of about five, and I can say 
as far as I am concerned he is entitled to it. 


Mr. Kextier. Thank you. 
LEGAL ACTIVITIES 


Mr. THomas. es of it, gentlemen, every conceivable legal ac- 
tivity is centered in this Office because the law directs : all the agencies 
to come to this Office. Of course when you deal with “X” agency the 
legal staff of that agency is concerned only with “X” agency’s narrow 
field, but this Office of the General Counsel is concerned with every- 
thing from A to Z. : 

Mr. Camppseti. Mr. Chairman, along the line of your suggestion 
about what I call the “man on the beat” saving money you cannot see, 
I would say in our General Counsel’s Office decision after decision is 
made on contracting and bid procedures which have saved the Govern- 
ment millions of dollars. 

Mr. Tuomas. That is a good point. 


Frevcp Operations Drtviston 


While we are talking about personnel, let us put pages 174 and 175 
in the record. 
(The pages follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 


Fiseal x ear Number Average Net salaric Change in 


1960 1, 303 1, 284 $9, 231, 967 ‘ 
1961___. 1, 308 1,279 ) 245, 600 $13, 633 


Responsibility for the performance of all accounting, auditing, and investi- 
gative work in Alaska, Hawaii, and the United States outside the metropolitan 
area of Washington, D.C., has been assigned to the Field Operations Division 
which includes a central office in Washington and 19 regional offices located in 
principal cities throughout the United States, 

Regional offices 

As directed or approved by the Directors of the Civil and Defense Accounting 
and Auditing Divisions, the regional offices of the Field Operations Division per- 
form the following functions: Cooperate with Government agencies in the de- 
velopment of their accounting systems, assist those agencies with respect to their 
accounting problems, and review and evaluate their accounting systems; audit 
the activities, financial transactions, and accounts of agencies and their con- 
tractors, exclusive of transportation charges; conduct investigations of Govern- 
ment agencies, installations, programs, or activities in matters relating to the 
receipt, disbursement, and application of public funds; and participate in prop- 
erty accounting surveys. 





mam & & a eS @ 


— 


> > 








3 


i- 


747 


Central office 


The central office of the Field Operations Division, located in Washington, 
D.C., exercises administrative supervision over the 19 regional offices, 


Administration 


The Division is under the supervision of a Director who is responsible to the 


Comptroller General for the administration and operation of the regional offices 
and the central office. 


Staff utilization 


The work planned by the Civil and Defense Accounting and Auditing Divisions 


as set out in their justifications will require personnel for the Field Operations 
Division as follows: 


Number of positions 


As of July 1 Fiscal year Fiscal year 
1959 1960 | 1961 
Central office - ._- scasanssnerislilcn apkibts ceastib ahaa Saabmdineedssemtaitatabmbaminits 4 | 5 | 5 
I I apis conorkaatndpec lla cesaucigts ine 5p scietedninndaAarnieearndnicniaaoe 1, 120 1, 298 1, 303 
icici incticartchuceniaidadenendabea tii ah asblacw aie totes todabiidicw eiabiamaataitlins 1, 124 | 1, 303 1, 308 


A further analysis of the positions in the Field Operations Division follows: 





N her positions 
of July 1, Fiscal year Fiscal year 
1959 1960 1961 
| 
os —|—— — 
Accounting, auditing and investigative staff. _- é 993 1, 157 1, 162 
All other : j : 131 146 146 
Total oo l 4 1, 303 1, 308 


Mr. Tuomas. The pages show that in your Field Operations Divi- 
sion you had 1,284 for fiscal year 1960 and you are reducing that to 
1,279 for fiscal year 1961. 

You have a list of those field offices. Where is it, right quick? 

Mr. Weirzeu. Page A21. 

Mr. Tomas. At this point, put page A21 in the record. This is 
a breakdown of that 1,274 people in the regional offices at Atlanta, 
Boston, Chicago, Cincinnati, Cleveland, Dallas, Denver, Detroit, 
Kansas City, Los Angeles, New Orleans, New York, Norfolk, Phila- 
delphia, Portland, St. Louis, St. Paul, San Francisco, and Seattle. 

Is my figure of 19 correct ? 

Mr. Freeney. Yes, sir. 

(Page referred to follows:) 
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Location of field personnel, Dec. 31, 1959, and average number fiscal year 1960 
and fiscal year 1961 





; Average number 
Regional offices | Dec. 31, 1959 | 


| | 1960 1961 
rr & lnvtachddemie 
Atlanta.___-- Seale teh fa ea ck ead me teiceaaaniaunicihe tie | 89 | 120 | 120 
a a rte is ee Le ania 62 72 79 
Chicago bisioi ih ctbbekh vice shai Bs Sane : 60 78 | 78 
Cincinnati__-_- E suits SensaccaeaRhckintonése 43 60 | 60 
Cleveland eee ie: 4) | 38 37 
Dallas_ cin . aad ea aig 78 | 87 | 87 
Denver. .--.-.-- ae 69 73 | 72 
Detroit , aA tae i 48 | 51 | 51 
Kansas City_...-- ‘ ‘ 50 | 64 | 64 
Los Angeles___- 56 85 | 85 
New Orleans___. Sita catia 38 46 | 46 
New York : 102 } 121 | 121 
Norfolk re a 3f 44 | 4 
Philadelphia_- R5 | 95 | 95 
Portland ___- ; . 26 33 | 33 
St. Louis : ; 39 | 41 | 39 
Sa BER as into cians : 28 35 35 
San Francisco_- RI 90 0 
Seattle_. i 2 - 45 46 5 
Zee... : é ca : : 1, 076 1,279 1,274 
Air Force audit group 
Dayton . pone 45 47 49 
Branches | 
Cleveland ie 115 118 116 
Denver 143 145 145 
Indianapolis ; 27¢ 2 265 
Total . 534 54 
Foreign branches: 
European 
Paris 29 33 33 
Frankfurt , 21 21 21 
Far East: Tokyo-......... ah: ‘ : 24 25 27 
DUE Mei tn bendscnsinn eimeadcbeesbusesene 74 7 81 
Grand total_- ian aan 1,729 1, 951 1, 930 


Mr. Tuomas. The Air Force audit group is at Dayton and you have 
Branches at. Cleveland, Denver, and Indianapolis. You have Euro- 
pean Branches at Paris and Frankfurt; and your foreign Branch in 
the Far East is at Tokyo. Is it your intent to put 27 in the Tokyo 
Branch this year? 

Mr. Campsety. That is right. 

Mr. Ruopes. Mr. Chairman, will you yield to me at this point? 

Mr. THomas. Yes. 

FOREIGN BRANCHES 


Mr. Ruopes. I notice in the organization chart your European 
Branch is directly under the Comptroller General and the Far East 
Branch is under the Defense Accounting and Auditing Division. 
What is the reason for that? 

Mr. Camppet. The reason is the Far East Branch is about 99 per- 
cent in the Defense area, while the European Branch includes con- 
siderable State Department work, and other civil programs there. 
As a matter of tradition the European Branch was set up under the 
Assistant Comptroller General because it was an innovation in the 
General Accounting Office and we had to be very careful. We can- 
not afford to make a mistake. You can imagine what would happen 





- ae fet eee Be bet oe a ae 


As 


ws 4 = Ss me 








er oo ee tS EN ee ee 


AoW 


exe CD EN 
ac 


st 
mn. 


r- 

yn- 

re. 
che 
the 
in- 
yen 


749 


if one of our men fell down on the job some way or another, by con- 
duct or otherwise. We cannot afford to be careless. 

Mr. Ruopes. Is not this Far East Branch also concerned with 
special maiatance, defense support, development loans, ICA and other 
matters ¢ 

Mr. Campsett. Our ICA operation is controlled from Washington. 
The Branch assists in the audit but most of the work is done by teams 
we send out from Washington. 


Cuiatms Division 


Mr. Tuomas. Let us take a look at the Claims Division. 
Put pages 19, 20 and 21 in the record. 
(The pages referred to follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 





| 











| | 
Fiscal year Number | Average | Net salaries | Change in 
number | salaries 
oe las a 
wa a Par Ae oe = a ae | | 
RS RR 496 | 468 by G8, 068,000) 522. es. 
oe Late eee eee ieee. one 488 472 2, 976, 000 | —$67, 000 











The General Accounting Office is required by law to settle claims by and 
against the United States. The Claims Division processes all claims received 
in the General Accounting Office except those involving common carriers inci- 
dent to rates, fares, and charges, which are processed by the Transportation 
Division. 

The claims received involve subject matters as diversified as the activities 
of the Government. They fall into two general classes namely (1) claims against 
the United States, and (2) claims by the Government the settlement of which 
requires the application of different and special procedures. Therefore, the 
organization of the Claims Division includes a Payment Claims Branch in which 
claims against the United States are settled, and a Debt Branch in which claims 
by the Government are processed. This specialization on the two classes of 
claims has enabled the division to perform its duties in an efficient and eco- 
nomical manner. 

Claims against the United States are usually referred to this Office for 
settlement because there is such doubt as to the facts or law involved as to 
prevent accountable officers from making payment in the normal course of 
operation; however, some classes of claims are referred here for settlement 
pursuant to the requirements of laws and regulations. Debt claims are re- 
ferred to this Office because they involve doubt as to the liability of the debtor, 
uncertainty as to the amount due the United States, or because administrative 
offices have been unable to collect the amounts due the Government. 

The organization of the Claims Division includes a liaison, procedures and 
internal review staff whose duties include contacts with the various depart- 
ments and agencies on claims matters for the promotion of closely coordinated 
actions on related operations and the elimination of duplicate or unnecessary 
actions. 

The workload and performance data exhibit which follows this narrative shows 
the workload and production factors applicable to the respective classes of 
work. The balances on hand at the end of fiscal year 1959 represent physical 
inventories taken June 30, 1959, or inventories taken May 31, 1959, and adjusted 
to show the status of work as of the close of the fiscal year. The following 
comments are appropriately related to the exhibit. 


Payment claims branch 


We estimate receipts in the Payment Claims Adjudication Section for the 
fiscal years 1960 and 1961 will be approximately the same as those for fiscail 
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year 1959 since we know of no factors which will obviously influence the volume 
of future receipts. The substantial reduction of the number of claims on hand 
during fiscal year 1959 resulted largely from settlement of a number of claims 
we were unable to settle previously, pending decisions of the courts and the 
enactment of appropriation legislation by the Congress. We anticipate that 
the balance on hand in this section has now reached a level consistent with 
the expeditious processing of receipts. Accordingly, adjudication personnel re- 
quirements for fiscal years 1960 and 1961 are based upon the disposition of a 
volume of work consistent with the current rate of receipts. The estimates for 
the Payment Claims Review Section are based on similar considerations. 


Debdt claims 


Receipts of debt claims in Washington were slightly less than our revised 
fiscal year 1959 estimates, whereas receipts in Indianapolis substantially ex- 
ceeded our revised estimates. Since the abnormally large volume of claims 
received in Indianapolis was believed to be temporary, we diverted as much 
of the excess receipts to Washington as the work!oad there permitted, rather 
than to increase personnel or build up an unwieldly backlog in Indianapolis, 
Based on the most reliable information available to us, receipts in Indianapolis 
will total about 3,300 per month during fiscal year 1960 after which there will 
be a slight decrease in monthly receipts. 

Estimated receipts in the Washington Debt Section for fiscal years 1960 and 
1961 are based on actual receipts during fiscal year 1959 with allowance for the 
continued diversion of some claims from Indianapolis. The number of em- 
ployees engaged directly in the examination and adjudication of debt claims 
will be reduced slightly as the workload decreases. 


Mr. Tuomas. The average number of positions this year is 482 and 
it is 472 for fiscal year 1961. This is a very interesting statement: 

The General Accounting Office is required by law to settle claims by and 
against the United States. The Claims Division processes all claims received 
in the General Accounting Office except those involving common carriers inci- 
dent to rates, fares and charges, which are processed by the Transportation 
Division. 

We will go into that later. 

WORKLOAD 


We will go over here to your workload. This is quite interesting, 
Put page 24 in the record. 


(The page follows:) 
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Workload and performance data, U.S. General Accounting Office, Claims Division 


| | | | | | 








| Trans- | | 
| Fiscal | ferred Work- | Produc- | Man- | Per | Balance 
Activity | year | Receipts | to load | tion years |man-| on hand 
| Wash- | year | 
| | ington | 
dia epee Secale th a realalbita ts acccadiantiee thas bit akhcieele Ei cialnitbeaiag 
Payment claims adjudication_-._| 1958 |...--. baat eies 1 sis aun nt 6, 175 
1959 | 31,681 aoe 37, 856 34, 239 76.8 | 444 3, 617 
1960 | 31,600 |_._....._.| 35,217 31,666 | 68.0] 465 3, 551 
1961 | 31,600 |... ---| 35, 151 31, 666 68.0 | 465 3, 485 
Payment claims review --_-- .---| 1958 Epcadinciecenstieete leataaean 1, 284 
1959 31, 150 |.... .--| 31,443 31, 193 29.3 |1,064 | 250 
1960 | 28 816 |_..__...._| 20,066 28, 800 27.0 11,066 | 266 
| 1961 | Mee loccccace-n) Bee 28, 800 27.0 |1,066 282 
Debt claims (Washington)__...._| 1958 s nance ean ace eniaide sina ba ; ; ssid 46, 526 
| 1959 | 149, 669 | z 96, 195 220.1 254 | 40, 274 
| 1960 | 148,370 |_. ..| 88, 644 211.0 | 247 | 36, 360 
| 1961 | 145,270 |.......-.-| 81,630 48,729 | 204.0} 238| 32,901 
Debt review_.....-_- “5 ..| 1958 |_- fess | hs | 568 
1959 23, 247 23, 815 23, 558 25. 2 934 | 257 
| 1960 | 22, 921 : _.| 23,178 22, 560 24.0| 940 | 618 
| 1961 21, 162 cae ae 21, 780 | 21, 620 23. 0 940 | 160 
Indianapolis debt__. 1958 | | a 30, 739 
1959 43, 889 —, 572 | 66, 056 34, 807 72.4 480 31, 249 
1960 40, 000 —7,650 | 63, 599 35, 500 72.0 493 28, 099 
| 1961 38, 500 —4, 550 | 62,049 35, 500 72.0 | 493 28, 549 
Claims Service Section ..| 1959 . 56.8 ms 
| 1960 ui 45.0 
| 1961 |_- ; 44.0 ad 
Administrative | 1959 28 6 
1960 36. 0 
| 1961 , 35. 0 
Total iy 1959 ; 2 509 
1960 482 
1961 472 
! Includes transfer of cases from Indianapolis. 
1 Excludes Indian tribal claims (85 man-years) transferred to Office of Administrative Service 


Mr. Tuomas. This workload has gone down. In 1959 you received 
31,681 claims, and apparently you had a backlog of 6,000 because 
your workload was 37,856. 

What is the number of claims pending now ? 

Mr. Denney. About 60,000 debt claims and about 3,500 payment 
claims as of the end of February. 


AUTHORITY TO SETTLE CLAIMS 


Mr. Tuomas. What authority does the General Accounting Office 
have by statute to settle claims? 

Mr. Ketuer. Section 305 of the Budget and a Act, 1921, 
specifically states that the General Accounting Office shall settle and 
adjust all claims by and against the United States. However, there 
are some types of claims which, by legislation of Congress, are for 
settlement by the agencies. 

Mr. Tuomas. If you cannot settle one what do you do with 
You have authority tosettle but not to bring suits? 

Mr. Ketter. No; suit can only be brought by the Attorney General. 

Mr. Tuomas. You turn it over to the Attorney General ? 

Mr. Kewuer. Yes. 

Mr. Tuomas. So the word “settle” authorizes you- 

Mr. Keutier. To allow or disallow. We do not have authority to 
compromise, That authority is in the Attorney General. Quite often 
we have a case that we will send to the Attorney General where there 
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has been an offer of compromise, and we will make a recommendation 
as to acceptance or rejection. 

Mr. Tuomas. That word “settle” you do not think authorizes you 
to compromise? You send those cases to the Attorney General ? 

Mr. Ketuer. That is right. 

Mr. Tuomas. The word “settle” to me means you have authority to 
compromise, 

Mr. Keuier. It has never been construed that way, Mr. Chairman. 

Mr. Tuomas. If you do not have the authority, where does the 
Attorney General get it? 

Mr. Kewurr. The Attorney General gets it, as a result of an Execu- 
tive order issued in 1933. The authority originally was in the Treas- 
ury Department and in 1933, by Executive “order, the power which 
was in the Treasury Department was transferred to Justice. 

Mr. Tuomas. The Budget and Accounting Act was passed in 
1921, and that is a later act than the old Treasury Act, is it not? 

Mr. Ketier. That is correct. 

Mr. Tuomas. It looks to me like the word “settle” gives you all 
the authority that you need. 

Mr. Kener. As a practical matter we have not had any real prob- 
lem along that line. 

Mr. Tuomas. It involvesa lot of wasted effort, though. 

Mr. Ketter. In that a compromise offer must be referred to the 
Justice Department for consideration ¢ 

Mr. Tuomas. It looks to me like the Comptroller General could 
well give consideration to putting into use that word “settle” by com- 
ing up with a formula that certain claims under X dollars would be 
settled and anything beyond that, if it gets into big money and he 
wants somebody else to pass on it, then it could go to the Attorney 
General. 

Mr. Kewuer. I might add, Mr. Chairman, that in many cases we 
will perhaps disallow part of a claim and allow another part, and 
maybe some lawyer looking at it later on will say it was a com- 
promise. I do not think it is. 

Mr. Jonas. Is this not the distinction: You can negotiate with an 
individual and if you can prove that there are some items in the 
claim that are not correct you can eliminate them, but if you get to 
the point there is no more giving on either side and the man owes $1 
million you have no right to accept $500,000 in settlement ? 

Mr. Ketxer. No, sir. In many claims there will be items of dis- 
agreement. Perhaps some of them we can get together on, but when 
we get down to the point that everybody concedes for ex: imple that 
a contractor owes the Government $1 million and he says he will pay 
$500,000 in full and final settlement, that is where we turn it over to 
the Attorney General. 

Mr. Werrzex. If I may add a word as to the construction of the 
word “settle,” I think it might be well argued that the authority to 
settle and adjust a claim gives a right to compromise, but going back 
to the act of 1817, which authorized the settlement and adjustment of 
claims by and against the United States and accounts in which the 
United States is concerned as debtor or creditor, the word “settle” 
has been considered by the accounting officers to mean only settle- 
ment of the amount due to or from the United States and not 
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authority to compromise. When the Budget and Accounting Act 
was enacted in 1921 and used substantially the same language that 
all claims by and against the United States should be settled and 
adjusted in the General Accounting Office, it was difficult to argue 
the Congress meant something different than in 1817. 

Then in 1933, June 10, Executive Order 6166 did transfer to the 
Justice Department authority to prosecute and defend claims by and 
against the Government in court. It likewise transferred to the De- 
partment the authority to compromise claims referred to it for prose- 
cution or defense in court. So that is the position we find ourselves in 
in this case. 

Mr. Tuomas. Your work in the Claims Division is broken down 
into claims against the United States and claims the United States 
has against other people. Percentagewise what is it, 8 or 9 to 1? 

Mr. CAMPBELL. It 1s about 61,000 in favor of the Government and 
about 3,000 the other way at the present time. 

Mr. THomas. 3,000 where the government has claims? 

Mr. Campse.u. No, claims against the Government. 

Mr. THomas. What is it, then? 20 to 1? 

Mr. Campse.ty. At the present time it is about 20 to 1. The back- 
log is about 20 to 1. 

INDIAN TRIBAL CLAIMS 


Mr. Tuomas. I notice you transferred 82 people dealing with 
Indians. What is the object of that ? 

Mr. Camppety. The Indian Tribal Claims Section within the Claims 
Division have for years been preparing reports which are used in the 
disputes between the Government, as represented by the Attorney 
General, and the tribal counsel for these various tribes. 

Mr. Tuomas. Why should the General Accounting Office be bur- 
dened with that rather than the Bureau of Indian Affairs in the In- 
terior Department ¢ 

Mr. Campse.i. To me it was foolish. However, I was talking to 
one of the members of the Indian Claims Commission and I said I 
thought this group should be transferred to Justice or the Commis- 
sion itself. The answer was that when they have these claims for 
consideration, and opposing arguments between counsel for the tribe 
and the Attorney General’s Office, the fact that we have submitted the 
figures makes them acceptable to both sides, whereas if the records 
were supplied by Justice Department serious arguments could result. 

Mr. Tuomas. Just what are the records? 

Mr. Camppett. Records of charges against the tribes, money 
charges. They are the accounts rendered in which are included all 
payments made to the Indians from appropriated funds, and the 
receipts and disbursements of trust funds. 

Mr. Tuomas. What do you mean by money charges against the 
tribes ? 

Mr. Ketter. Payments made to the tribes over the years. 

Mr. Tuomas. The Bureau of Indian Affairs has that exact record. 

Mr. Ketier. I think we probably have the most complete records 
in the Government. These figures are used as the basis of counter- 
claims in actions brought by the Indians before the Indian Claims 
Commission. 
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Mr. Tuomas. It looks to me your Office should not be concerned 
with this activity when we have a Bureau of Indian Affairs with a 
few thousand employees running hospitals, schools, and everything 
else. 

Mr. Campsett. We would be very happy to let it go. 

Mr. Tuomas. I imagine that is an understatement. 

Mr. Camppety. Off the record. 

(Discussion off the record.) 

Mr. Ruopes. Is this part of the Indian Claims Commission ? 

Mr. Camrse.u. No, this is a group that does nothing but take care 
of the records. But we must furnish the Commission the records 
through the Department of Justice. 

Mr. Ruopes. You mean the Indian Claims Commission ? 

Mr. Campneityi. Yes. These records are relied upon in actions before 
the Indian Claims Commission. But, we are without control over the 
work in that if the Justice Department should call and say, “We want 
your branch to work on these petitions,” it might take a tremendous 
amount of time and in the end the figures may not be used. Mr. 
Feeney is in charge of that area and may want to comment on it. 

Mr. Freeney. I have a little statement on the Indian Tribal Branch. 
We prepare for the Department of Justice detailed reports concerning 
petitions filed against the United States before the Indian Claims 
Commission or the U.S. Court of Claims, under the act of August 
13, 1946, Public Law 726. These reports include an accounting for 
payments made pursuant to treaties, receipts and disbursements of 
trust and investment funds, and a statement of gratuitous expenditures 
for consideration as offsets against judgments rendered against the 
United States. The reports require research and examination of rec- 
ords of the General Accounting Office and other departments dating 
back to 1795. They are used in hearings before the Indian Claims 
Commission. They are the original records. 

Mr. THomas. What does this unit cost you in salaries and expenses 
each year? 

Mr. Camppe.y. I would say approximately $500,000 a year. 

Mr. Frenery. I would say so. 

Mr. Tomas. I imagine that $500,000 could be saved by transfer to 
the Department of the Interior and get this extracurricular activity 
out of your jurisdiction. 


TRANSPORTATION Division 


Let us take a look at “Transportation.” 
Put pages 28, 29, and 30 in the record. 
(The pages follow:) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obj cltions, personal services 


Fiscal year Number A verage | Net salarie Change in 
num bh¢ | | ilaries 
1960 bat 1, 253 1, 213 06. 740, 000 1..-224.5.< 0m 
1961 . shin “9 son at 1, 185 1, 150 6, 500, 000 — $240, 000 
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The function of the Transportation Division is to discharge the responsibilities 
of the Comptroller General and the General Accounting Office for auditing ex- 
penditures made by the United States for transportation services and adjudi- 
eating and settling transportation claims, both by and against the United 
States. As an adjunct to performing this function there is entailed considerable 
effort in assisting the Department of Justice and the various U.S. attorneys 
in transportation litigation. 

Our transportation audit activities are divided into two general areas. First, 
the examination of payments made for transportation services and collections 
of overcharges found in our examination; and, second, the review of transporta- 
tion and traffic management operations in the executive agencies. 

During fiscal year 1959 our examination of transportation payments and 
claims by carriers resulted in— 

Collection and deposit into the Treasury of $29,535,058; the carriers re- 
funded $21,257,834 of this amount and we collected $8,277,224 by deduction 
from amounts otherwise due the carriers. 

Statement of overcharges against carriers in a net amount of $23,845,408; 
of this amount, $9,544,009 resulted from the reaudit of World War II trans- 
portation payments. 

Public Law 85-762, approved August 26, 1958, imposed time limitations on 
the Government's right to recover amounts found to be due from carriers. Con- 
sequently, during fiscal year 1959, we concentrated our effort on bringing the 
examination of transportation payments to a status of currency which would 
minimize the possibility of loss of the Government’s right to recover overcharges 
because of a lapse of time between date of payment and date of our recovery 
action. This objective was accomplished. As of June 30, 1959, transportation 
accounts were being audited at 4 to 8 months after date of payment as com- 
pared with 12 to 16 months after date of payment at June 30, 1958. To assure 
prompt audit of future accounts, substantial improvements in our operating 
procedures were developed and installed. Bringing our examination of current 
accounts closer to date of payment necessitated both an overtime program and a 
temporary reduction in the effort devoted to reaudit of transportation payments 
made during World War II. 

The present and anticipated status of our examination of transportation pay- 
ments is as follows: 


Bills of lading or transportation requisitions 


[Thousands omitted] 
On hand at Receipts Production | On hand at 
beginning | end 
1959 (actual 
Freight current ; 3, 996 | , 032 7, 152 1, 876 
Freight reaudit 2, 757 642 2,115 
Passenger 5 1, 804 2. 108 O3F 876 
1¥60 (estimate | 
Freight current 1.876 $ 800 5, 160 1, 516 
Freight reandit F 2,115 940 1,175 
Passenger 876 2, 00 2, 200 676 
61 (est 
Fr t current 1, 516 4, 800 4,800 | 1, 516 
Fr Ss ¢ 11 mm | 7P 
Passenger - 676 2, 000 2, 000 676 


During fiscal year 1959 there were two Supreme Court decisions handed down 
which have an adverse effect on our audit and collection activities; one concerns 
motor carriers and the other ocean carriers. 

The Supreme Court decided that no shipper, including the Government, could 
recover unreasonable charges assessed by motor carriers in the absence of specific 
statutory provision for such recovery.’ In our audit we are finding unreasonable 
charges by motor carriers at a rate of about $25,000 per week. In cooperation 
with other interested Government agencies we have drafted legislation for con- 
sideration by the Congress which would permit the recovery of unreasonable 
charges from motor carriers on the same basis by which recovery can be made 
from rail carriers. 


1T.1.M.E., Inc. v. United States; Davidson Transfer and Storage Co., Inc. v. United 
States ; 359 U.S. 464. 
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Our collections from ocean carriers were affected by a Supreme Court decision 
in which it was held that under admiralty law a claim arising from a maritime 
transaction cannot be collected by deduction from amounts due on other maritime 
transactions; it also was held that, under admiralty law, suits to recover on 
maritime claims must be presented in court within one year from the cause of 
action or be time barred.” During fiscal year 1959, we collected $269,255 of mari- 
time claims, $70,485 of which was collected by deduction from amounts other. 
wise due. In conjunction with the Department of Justice we are exploring ways 
and means available to protect the interest of the Government in maritime claims, 

Mr. THomas. In the Transportation Division you show a reduction 
of $240,000, and your average number of people is reduced from 1,213 
in fiscal year 1960 to 1.150 in fiscal vear 1961. You say: 

The function of the Transportation Division is to discharge the responsibili- 
ties of the Comptroller General and the General Accounting Office for auditing 
expenditures made by the United States for transportation services and adjudi 
cating and settling transportation claims, both by and against the United States 
Then you go on to say: 

During fiscal year 1959 our examination of transportation payments and claims 
by carriers resulted in 

Collection and deposit into the Treasury of $29,535,058 ; the carriers refunded 
$21,257,834 of this amount and we collected $8,277,224 by deduction from amounts 
otherwise due the carriers. e 

Statement of overcharges against carriers in a net amount of $23,845,408: of 
this amount, $9,544,009 resulted from the reaudit of World War II transportation 
payments. 

Public Law 85-762, approved August 26, 1958, imposed time limitations on the 
Government's right to recover amounts found to be due from carriers 

What is that limitation ? 
Mr. Kevvier. Three years. 
Mr. Tuomas. Is it retroactive ¢ 


Mr. Kewuer. No,sir. 
SUPREME COURT DECISIONS 


Mr. Tuomas. What about the two Supreme Court decisions ¢ 

Mr. Ketter. They involve the right of the Government 

Mr. Tuomas. Just a minute before you go into that. I notice: 

As of June 30, 1959, transportation accounts were being audited at 4 to 8 months 
after date of payment as compared with 12 to 16 months after date of payment 
at June 30, 1958. 

You have cut down that time lag about 50 percent ? 

Mr. Srovaty. We are now a little closer up. We are now about 6 
months after date of payment. 

Mr. Tuomas. You say: 

The Supreme Court decided that no shipper, including the Government, could 
recover unreasonable charges assessed by motor carriers in the absence of specific 
statutory provision for such recovery. 

What is the basis for that ? 

Mr. Ketter. The basis was- 

Mr. Tuomas. If I may interrupt again, you say: 


In our audit we are finding unreasonable charges by motor carriers at a rate 


of about $25,000 per week. 


That figures out about $1.2 million a year ? 





2 United States v. Isthmian Steamship Co. ; 359 U.S. 314 


80 
un 
th 
fr 


ot 


an 


ma 
otl 
to 

the 


$2t 


am 


me 


CO 


vo 


did 








hs 


ont 


uld 
‘ific 


rate 


757 


r. Ketter. The Supreme Court ruled in the 7'./.4/.£. and David- 
son cases that a shipper, including the Government, could not recover 
unreason: able charges assessed by motor carriers. ‘The basis was that 
there is no statutory provision for recovering unreasonable charges 
from motor carriers, although provision is m: nade for recovery from 
other carriers. 

Mr. Tuomas. Did they set a statute of limitations on you? 

Mr. Ketter. The Court ruled there was no right on the part of any 
shipper to go back and retroactively recover unreasonable charges. 

Mr. Tuomas. In other words, they put a limitation on you. Was 
any period of limitation set 

Mr. Keer. In effect a complete limitation bar resulted. 

Mr. Tuomas. What was the theory 4 

Mr. Ketier. The Court based its decision on a lack of statutory 
authority which would permit recoveries. There is legislation pending 
in Congress at the present time to correct this situation. 

Mr. Triomas. I see here you say: 

Our collections from ocean carriers were affected by a Supreme Court deci- 
sion in which it was held that under admiralty law a claim arising from a 
maritime transaction cannot be collected by deduction from amounts due on 
other maritime transactions; it also was held that, under admiralty law, suits 
to recover On maritime claims must be presented in court within 1 year from 
the cause of action or be time barred. During fiscal year 1959, we collected 
$269,255 of maritime claims, $70,485 of which was collected by deduction from 
amounts otherwise due. 

How much money is that decision costing you a year? 

Mr. Ketier. I cannot estimate. Perhaps we can collect by some 
means other than set off. 

Mr. Tuomas. The Supreme Court did not say you cannot seasonably 
collect by st raight suit ? 

Mr. Kewier. No, sir; it did not. 

Mr. Tuomas. Of course you have to go to the courthouse to collect 
your claims ¢ 

Mr. Kevurr. Yes, sir. 


NUMBER OF TRANSPORTATION CLAIMS 


Mr. THomas. Put the table on page 32 in the record. 
(The table follows :) 


Number of claims 


Year | 
On hand at Receipts Settled On hand 
beginning at end 
1959 (actual os ; ok et 18, 055 23, 618 27, 102 14, 571 
1960 (estimate _ 7 14, 571 40). OOO 35, 000 19, 571 
191 (estimate ‘ 19, 571 30, OOK 35, 000 14, 571 





Mr. Tuomas. At the beginning of 1959 you had on hand 18,055 
claims. You received 23,618. That gave you about 41,700 claims, 
did it not? You settled 27,102 of them. You have a backlog of 
14.571. 

At the beginning of this year, fiscal year 1960, you have on hand 
14,571 and you add to that an estimate of 40,000 receipts, new claims, 











758 


or 


which makes a total of about 54,000 and you expect to settle 35,000 of 
those, and that will give you a backlog of 19,571 for the beginning of 
fiscal year 1961. Will you settle those in that 4- to 6-month period? 
When I say “settle” I mean will you get them audited? 

Mr. Campsetu. The audit is complete on those, Mr. Chairman, 
These are claim settlements. 

Mr. Tuomas. Here is an interesting paragraph on page 33: 

We reported to the Department of Justice for collection from 133 separate 
motor and air carriers debts which embraced 3,213 items in the total amount 
of $367,894. 

What year was that? 

Mr. Campsety. Fiscal year 1959. 

Mr. Tomas. (continuing quoting :) 

During the fiscal year that Department settled 58 similarly reported debts 
involving 2,902 items by collecting, by compromise, or otherwise $112,745 of 
the sum of $374,848 claimed by the Government. 

You got about a 30 percent settlement there. 

Mr. Jonas. Mr. Chairman, may I ask a question on transportation? 
Mr. Tuomas. Surely. 
REAUDIT PROGRAM 


Mr. Jonas. Mr. Campbell, I notice on page 15 of your opening 
statement you said this, and I quote 

We now have a residue of about 230,000 World War II freight vouchers 
remaining for reaudit. 

Anda little later on that page you say: 

During the fiscal year ended June 30, 1959, the Transportation Division col- 
lected $29,535,000, of which $15,719,000 resulted from the current audit and 
$13,816,000 resulted from the reaudit program 


Then on page 29 of the justifications it is stated that: 


Public Law 85-762, approved August 26, 1958, imposed time limitations on 
the Government’s right to recover amounts found to be due from carriers. 

Does that interfere with your continuing to reaudit these 230,000 
World War II freight vouchers? 

Mr. CaAmpsexyi. No, it does not, Mr. Jonas. 

Mr. Jonas. That does not limit your right to recover? 

Mr. Campsetn, Payments made subsequent to the act, only. 

Mr. Jonas. So you will continue to reaudit. There is no statute of 
limitations that would bar recove ry? 

Mr. Camppsetnt. No. The new act, of course, does change the entire 
procedure with respect to current payments. 


REVIEW OF TRANSPORTATION AND TRAFFIC MANAGEMENT 


Mr. Tuomas. Here is a sentence we would like you to elucidate on, 
on page 31: 


In fiscal year 1959 we performed a limited amount of work in reviewing 
transportation and traffic management operations in the Government agencies. 
This work included 

Reporting to the Military Traffic Management Agency over 1,100 shipments 
where excessive charges amounting to over $400,000 were incurred because of 
management errors such as misrouting 

Reporting to the House Committee on Government Operations on the packing 
and transportation of household effects of employees moving to overseas posts. 
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We recommended changes in the Department of State’s methods for procuring 
packing services which would result in substantial savings in such costs. The 
Department recognizes the need for improvement in its procurement methods and 
is taking measures to effect the improvement. 

Now, the General Services Administration has set up a Transporta- 
tion Division and they are not in the auditing business. They claim 
they work hand in glove with the General Accounting Office. They 
work with the Military Establishment but their main function is to lay 
down guides and standards. Through these guides and standards they 
allege they save the Government many thousands of dollars; and 
they also appear before the Interstate Commerce Commission and 
other regulatory bodies where the Government is involved in rate 
structure problems. 

What does this sentence indicate: 

In fiscal year 1959 we performed a limited amount of work in reviewing trans- 
portation and traffic management operations in the Government agencies. 

Mr. Appapessa. In our audits we can recover amounts illegally 
charged where there is a mistake in the rate or a mistake in the classi- 
fication. However, in our audits we often notice instances where poor 
traflic management was involved, for example, where the shipment was 
not ordered the most economical way. If the Government agency has 
ordered a shipment according to a certain route and the carrier per- 
forms the service, the carrier is entitled to his money. We cannot 
recover money in such instances because it is not illegally spent. In 
such instances, we report the basis of the excess transportation charge 
to the Defense Department or the GSA to direct. their attention to the 
errors being made. 

Mr. Tuomas. The Transportation Division of the General Account- 
ing Office, then, does conduct a general educational effort in trying to 
follow the ins and outs of the transportation business. Do you ever 
appear before the transportation regulatory bodies on beh: lf of the 
Government contesting any charges ¢ 

Mr. Anpapessa. No, sir. We have appeared before the regulatory 
bodies in connection with litigation but not in connection with the 
propriety of rates. 

Mr. Tuomas. How do the GSA activities fit in with yours? 

Mr. Anpapessa. Generally the GSA procures the transportation and 
makes payment for the transportation services. After the transporta- 
tion services are rendered and the carriers have been paid, the bills 
come to us for audit. We plan to expand our efforts in the review of 
agency traffic management activities but we do not believe that such 
work would duplicate the work of the GSA. 

Mr. Tomas. What does GSA do? 

Mr. Anpapessa. They procure the transportation, they pay for the 
transport: ition services, and they negotiate—— 

Mr. Tuomas. What do they do in the field of transportation outside 
of that ? 

Mr. Appaprssa. They are supposed to assist the other Government 
agencies in transportation matters such as the negotiation of section 
22 rates. Many agencies do not have people with the specialized 
training necessary to do this work, and it is my understanding that 


GSA is est: ablished for the civilian side to assist and counsel the Gov- 
ernment agencies. 
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Some of the larger civil agencies, like AEC, have their own traffic 
managers, but some of the smaller agencies do not. 

GSA is charged with discharging this function. 

Mr. Tuomas. Of course, GS ‘A does not lay down any standards for 
the military to follow either, does it ? 

Mr. ABBADESSA. No, sir; the military has its own group, the Military 
Traflic Management Agenc y,; which directs the procurement of trans- 
portation and negotiates section 22 rates for the various defense 
agencies. 

Mr. THomas. Does the GSA have any broad general authority? Do 
they have authority to appear before the Interst: ite Commerce Com- 
mission in connection with any particular rate for all Government 
agencies / 

Mr. Appapessa. I am not positive of this, sir, but I believe they do, 
I cannot answer that question definitely. 

Mr. Tuomas. I think the answer is “ Yes.” 

Mr. Ketxer. That is right. 

Mr. Apnpapessa. I believe they do have the authority—— 

Mr. Botanp. If the Department of Defense permits them to do so. 

Mr. Tuomas. I think they have the basic authority if they want to 
use it. 

Mr. Botanp. I thought, however, they were not using it. 

Mr. Tuomas. They are not, but they have the basic authority. 

Mr. Aspapessa. The Department of Defense has its own traffic man- 
agers, the Military Traffic Management Agency. They negotiate the 
major transportation contracts for domestic traffic. 

Mr. Bo.tanp. Does not the President issue some order which allows 
GSA to go into matters concerning freight rates charged? Is there 
not some sort of an order which they have to issue to allow GSA to do 
it? They have done it with respect to telephone rates but not with 
respect to freight rates. 

Mr. Tuomas. They have the basic authority, but I think the Ad- 
ministration splits it up into two parts and it is delegated. The 
armed services handle their own. 

Mr. Appapessa. I am reasonably confident that the GSA does not 
deal with the Department of Defense transportation problem. 


GENERAL CouNSEL’s OFFICE 


Mr. Tromas. Gentlemen, let us take a look to the General Counsel’s 
Office, where you have an average number of 181 employees this year 
and you goup to 186e my] loyees next year. 

At this point in the record we shall insert pages 46 through 48 of the 
justifications. 

(The pages referred to follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 


Fiscal year Number A verage | Net ric Change in 


1960 ‘ica — | an 
1961.._... ; : ee 188 Qt 1, 495. 000 +-$43, 000 
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The Office of the General Counsel is responsible for all legal work and matters 


pertaining to pending legislation. This legal and legislative work results from 


the diversified programs and extensive fiscal operations of the Government, 
involving expenditures throughout the world totaling billions of dollars annually. 
Questions submitted for decisions are as complex and varied as these programs 
and operations. The legal work of the General Accounting Office broadly, as 
distinguished from the legal work of many of the departments and agencies 
which involves a narrow field and only one jurisdictional area, covers most of 
the Federal Government. During the fiscal year, decisions were rendered on 
matters presented by every branch of the Government, every department and 
most of the agencies, and covered every field of law. Government contracts 
and agreements of every kind must be construed. Statutes and regulations 
governing such matters as pay, travel expenses, and other allowances for Goy- 
ernment civilian personnel and for military personnel must be interpreted. 
Prohibitory statutes and appropriation restrictions of long standing must be 
applied to current expenditures. Thus, and in other aspects as set forth here- 
inafter, are the various Government departments and agencies assisted in the 
lawful conduct of their work, and the rights and liabilities of parties determined. 


DECISION WORK 


The Congress, by law, has authorized the heads of departments and estab- 
lishments and disbursing and certifying officers to apply to the Comptroller 
General for decisions upon any question involving a payment to be made by 
them or under them or presented to them for certification. (31 U.S.C. 74, 82d.) 
Many of the decisions rendered each year evidence the salutary impact this 
advance decision authority has upon public expenditures. In addition to these 
decisions, and as an incident to the regular day-to-day audit and settlement 
work of the General Accounting Office, intraoffice decisions are rendered in the 
form of instructions to officials in the Office for their guidance in the particular 
matters involved and as precedents for similar cases then pending or which 
may later arise. These instructions often involve interpretation of organic 
acts of agencies or statutes of general application in the light of the statutory 
responsibilities of the Generai Accounting Office. Decisions also are rendered 
to claimants who request review or reconsideration of claims which have been 
disallowed in whole or in part. Under the law these decisions are final and 
conclusive on the executive branch of the Government but are not binding upon 
Congress or the courts. As to the subject matter, these decisions and related 
legal work may be classified broadly as follows: 

Civilian personnel matters, such as compensation, leave payments, travel and 
transportation expenses, training, and overseas allowances. 

Contract matters involving procurement of supplies and services, construction 
projects, lease agreements by Government as lessee and as lessor, and sale and 
disposition of Government property, both real and personal. 

Military matters, such us pay and allowances, retirement benefits, travel 
expenses of members and transportation of members’ dependents and house- 
hold effects and conflict of interest matters. 

Transportation which includes all legal matters concerning Government ship- 
ments and the relationship of the United States with common ¢arriers, air, 
motor, rail, and vessel. 

Appropriations and miscellaneous matters, including basic questions on ap- 
propriation availability and obligation, application of appropriation limitations, 
and the so-called prohibitory statutes and matters relating to Government corpo- 
rations and regulatory agencies and the accountability of fiscal officers. 

Legislation. 

Mixed private inquiries. 

Further comments and a few examples may prove helpful as to some phases 
of this work. 


Mr. Tromas. Gentlemen, here is a sentence which is worth 
repeating : 


The Congress, by law, has authorized the heads of departments and establish- 
ments and disbursing and certifying officers to apply to the Comptroller General 
for decisions upon any question involving a payment to be made by them or 
under them or presented to them for certification. 
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That tells the tale right there. 

In other words, you have the final say of yes or no as to whether 
it should be or not, is that right ? 

Mr. Kewtier. That is correct, sir. 


STAFFING AND RECRUITMENT 


Mr. Tuomas. That is quite a large order; is it not? 

How many lawyers do you have ou of the 186 ? 

Mr. Ketter. 108. 

Mr. Tuomas. Where are they located? Are they all located in the 
District of Columbia ? 

Mr. Keuier. They are all located in Washington except— 

Mr. Tuomas. Do you have any overseas in your field offices ? 

Mr. Ketuer. There are two in Paris, one in Tokyo. None in the 
field offices in the United States. 

Mr. Jonas. What is your turnover, Mr. Keller? 

Mr. Keuuer. The turnover is small. We lose about six attorneys 
over a period of a year. However, I do have a number of attorneys 
reaching an age group where I anticipate retirements in the next 
2or3 years. It is essential that we keep bringing in a small number 
of young attorneys each year. 

Mr. Jonas. What is average age of the 108? 

Mr. Ketrer. I do not have that with me. 

Mr. Jonas. Just roughly ? 

Mr. Keer. I would guess about 45. 

Mr. Jonas. Do you have any trouble recruiting them from the law 
schools? 

Mr. Ketier. This year, yes, more so than last year or than in any 
previous year. When I graduated from law school lawyers were 
a dime a dozen. But, this year, the good men seem to have their 
pick and choice of where they are going. 

Mr. Campbell was telling me just the other day of a man we had our 
eyes on, who received an offer from a New York law firm—one of the 
larger firms—that we could not come anywhere near competing with 
and we start our young lawyers at $4, 980 a year. 

Mr. Camppety. This is a very unusual thing this year, because some 
of the graduates of the major law schools are being offered salaries 
running around $7,000 a year at the start. 


FIELDS OF LEGAL ACTIVITY 


Mr. Tuomas. Do you have a breakdown or an organizational chart 
of your office, Mr. Keller? 

What are the big fields of activity? 

Mr. Keiier. The fields of activity— 

Mr. Tuomas. There is an indication th: at military pay is one of your 
big ones. 

Mr. Ketuer. Yes, sir, it is. 

The breakdown goes this way, Mr. Chairman: One, “Civil pay” for 

matters relating to civil employees. of the Gov think such as pay 
and allowances, travel expenses, training act matters, and leave ques- 
tions. Two, “Appropriations and miscellaneous,” which covers all 
a relating to the availability of appropriations passed by 

ongress for a particular payment, or even a proposed program. 
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Three, “Contracts,” which is one of our largest fields. We have many 
cases in that area. These cases come to us in two ways: One, a question 
is submitted by an agency. In other words, the agency receives a pro- 
test as to who is to get the contract. The agency sends the matter to 
us and asks for our decision. 

Another source of the contract work comes from bidders who are 
dissatisfied with action taken on the awards of contracts and they 
file protests with us. We entertain those protests, ask the agencies for 
their comments and then render a decision. Other contract matters 
involve the construction of the terms and conditions; ete. 

Four, Military pay and allowances. This group handles all ques- 
tions of military pay and allowances, including transportation of 
military personnel and dependents, and movement of household ef- 
fects. In the military area we must be extremely careful because, for 
example, if you authorize a payment to Sergeant Jones of an addi- 
tional $20 a month, you might find there are 10,000 other “Sergeant 
Jones” to which our ruling is applicable. 

Fifth, we have a group of attorneys engaged in transportation mat- 
ters, which is an important and highly specialized field. 

In all areas we furnish reports to the Department of Justice on cases 
going to trial, and in a number of cases we are requested by the De- 
partment to assign personnel to sit in with their attorneys to assist in 
trial of a case. 

In addition to these areas we have to run a library; an index and 
files section; and a digest section. We also have a legislative digest 
section which maintains legislative histories on all bills considered 
by the Congress. 

WORKLOAD 


Mr. Tiriomas. How many opinions does the legal section write a 
week or a month ? 

Mr. Ketirr. Approximately 500 a month or 6,000 a year. Work- 
wise, though, we are in pretty good shape. At the end of February, 
we had 600 cases on hand. I would say that about 50 percent of 
those are in development. In other words, those cases cannot be 
disposed of at this time because we are waiting for reports. 

Mr. Troomas. What is the average time it takes to get an answer 
when, for instance, the Secretary of the Army transmits to you a 
problem on a contract ? 

Mr. Keuxier. If we have all the information, Mr. Chairman, I would 
say 2 to 3 weeks. Now there are other cases where we do not have 
the information or when the information comes back it is incom- 
plete. Those cases take longer. 

Mr. Tuomas. Do you have a review committee which reviews 
everything that comes in and goes out of the office ? 

How do you handle it ? 

Mr. Kerr. It is handled in this way, Mr. Chairman: Responsi- 
bility is broken down between the deputy general counsel, who has 
charge of all cases in the contract area; an associate general counsel 
who has charge of all cases in the miscellaneous and civil pay areas, 
and another associate general counsel who is responsible for the cases 
in the military and transportation areas. 

Mr. Tuomas. Please give us a little breakdown for the record 
showing the number of people in each division. 

(The information requested follows :) 
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Mr. Tuomas. The backlog for all practical purposes is no longer 
than 2 weeks? 

Mr. Ketter. No, sir, I would say that is the average time of han- 
dling a case if we have all information. The b: acklog as sad March 1 was 
600 cases. During the month of February we received 456 cases and 
disposed of 419. 

Mr. Tuomas. What you call “case” is not necessarily one that is 
going to require “action”? You call a case w hereby an X agency 
writes and asks your opinion on a certain problem? They call that 
a case 

Mr. Ketier. That is right; or a question raised by one of our own 
Divisions. 

Mr. ‘Tuomas. How many cases are filed with you a month would 
you say? 

Mr. Ketter. Approximately 500. 


LEGAL LIBRARY 


Mr. Tuomas. How much of a library do you have? How many 
volumes do you have in your library and what does it cost to maintain 
it in the way of salaries and expenses as well as law books and so 
forth ¢ 

Mr. Ketter. Approximately 24,000 bound volumes, and 5,400 loose 
leaf publications. We have seven employees in the library. Salary 
cost 1s $31,124 per year. This year we plan to spend approximately 
$14,000 for new publications and $3,500 for rebinding. 

Mr. Tuomas. Do you have the statutes of all the various States? 

Mr. Ketter. Yes, sir, I think we have one of the most complete 
libraries of any of the Federal agencies. 

Mr. Tuomas. You have the statutes of the 50 States as well as the 
Federal courts also? 

Mr. Ketter. Yes, sir, and, of course, the important and much 
needed reporter systems. In addition, it is necessary for us to keep 
many administrative regulations such as armed services procurement 
regulations and the regulations issued by the various departments 
which govern their operations. 

Mr. Tuomas. Gentlemen, let us get a little lunch and come back at 
l o'clock. 

AFTERNOON SESSION 


Gentlemen, will the committee please come to order ? 
AccountTING, AUDITING AND INVESTIGATIVE FUNCTIONS 


Mr. Reporter, we were just about winding up with the General 
Counsel’s Office. Let us look at “Accounting, auditing and investi- 
gative functions.” Put pages 64 and 65 in the record. 

(The pages referred to follow :) 


ACCOUNTING, AUDITING, AND INVESTIGATIVE FUNCTIONS 


Except for the audit of transportation expenditures performed by the Trans- 
portation Division, and the operations of the European Branch, the accounting, 
auditing, and investigative functions of the General Accounting Office are carried 
out by the following organizations : 

Accounting and Auditing Policy Staff 
Civil Accounting and Auditing Division 
Defense Accounting and Auditing Division 
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Field Operations Division 
Office of Staff Management 

The accounting activities carried out by these organizations include the 
development of accounting principles, standards, and related requirements for 
observance by the executive agencies, including the developing and prescribing 
of standard fiscal procedures and related forms where appropriate; cooperation 
with Government agencies in the development of their accounting systems; ang 
participation with the Bureau of the Budget, the Treasury Department, and 
individual Government agencies in the joint program for improving accounting 
in the Federal Government. 

Our audit work consists generally of examinations into the manner in which 
Government agencies discharge their financial responsibilities. The financia] 
responsibilities of Government agencies are construed as including the expendi- 
ture of funds and the utilization of property and personnel in the furtherance 
only of authorized programs or activities and the conduct of programs or 
activities in an effective, efficient, and economical manner. Where required, our 
audit work includes the audit and settlement of the accounts of accountable 
fiscal officers. Our audit activities also include examinations of operations of 
Government contractors and other non-Federal organizations when authorized 
by law. 

Special inquiries and investigations of agency operations are made on the 
basis of specific congressional requests and receipt of allegations of irregularity, 

The operations of these accounting and auditing organizations are carried out 
by employees located in Washington, D.C., and Dayton, Ohio, in 19 regional 
offices and 3 military audit branches outside of Washington, and in a Far East 
branch in Tokyo. 

In order that each of these organizations may be analyzed individually, details 
of their operations, programs, accomplishments, and staffing requirements are 
presented separately in the following sections according to the official organiza- 
tional titles. 


ACCOUNTING AND AUDITING POLICY STAFF 
Mr. Tuomas. This relates to policy. You have 33 as against 33 
last year. 
Insert pages 66, 67, and 68 in the record. 
(The pages referred to follow :) 
SCOPE AND NATURE OF WORK PROGRAM 


ictual or estimated obligations, personal services 


4 


- 
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The accounting and auditing policy staff is responsible for carrying out the 
statutory responsibility of the Comptroller General for prescribing the principles, 
standards, and related requirements for accounting to be observed by each 
executive agency; for developing and reviewing policies and practices to be 
observed by the General Accounting Office in its audits and investigations of 
Government agencies and corporations; and for participating in a continuous 
program jointly with the Bureau of the Budget and the Treasury Department 
for the improvement of financial management in the Government. 

Consistent with the policies, determinations, and instructions of the Comp 
troller General, the accounting and auditing policy staff develops and coordinates 
within the General Accounting Office the studies and the data from which policies 
and procedures are evolved. 

The major workload of the policy staff consists of : 

1. Development of accounting principles, standards, and policies. 
2. Development and review of auditing and investigative policy, principles, 
standards, guidelines, and related requirements for the Civil and Defense 
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Accounting and Auditing Divisions and the Field Operations Division. 

3. Review of advanced scientific data processing systems. 

4. Development and review of fiscal procedures, including coordination 
and development with the Treasury Department and the Bureau of the 
Budget of central accounting and financial reporting. 

5. Participation with the Bureau of the Budget and the Treasury Depart- 
ment under the joint accounting improvement program in the development 
and review of the joint projects and planned programs for improvements in 
financial management of a governmentwide nature and in individual agencies. 


Accounting principles, standards, and policies 


Accounting principles and standards are issued for the guidance of the execu- 
tive agencies and the Civil and Defense Accounting and Auditing Divisions of the 
Office. 

The work program in this area for the 1960 and 1961 budget years includes the 
following major matters: 

1. Development of accounting principles statements on various aspects of 
property accounting and on other special subjects (e.g., depreciation and repay- 
ment of the Government’s investment in water resources projects; accounting 
and reporting for revolving funds; and accounting for interagency transactions, 
including nonreimbursable property transfers. ) 

Revision of previous accounting principles statements based on increased 
experience, particularly the application of cost data in accounting and budgeting, 
the relationship of cost, expenditure, and obligation data, and the coordination of 
accounting and budgeting with programing. 

8. Revision and expansion of the accounting procedures portion of title 2 of 
the “General Accounting Office Policy and Procedures Manual for Guidance of 
Federal Agencies,” explaining and illustrating the application of the Comptroller 
General’s prescribed accounting principles and standards. 

4. Participating in the review of agency accounting systems for which agencies 
request the approval of the Comptroller General; and preparing criteria and 
standards to be used in audits and other reviews involving the evaluation of 
accounting systems and related financial management controls. 

5. Working with other central agencies such as the Civil Service Commission 
and the Bureau of the Budget in the development of governmentwide standards 
for improvement of financial management; for example, position classification 
standards for professional accountants, auditors, and other financial personnel. 


DEFENSE ACCOUNTING AND AUDITING DIVISION 


Mr. Troomas. Defense accounting is one of the big activities, perhaps 
the biggest activity, and the next one is the civil accounting. Between 
the 2 you have about 1,600 people. Put pages 82, 83, 84, and 85 in the 
record. 

(The pages referred to follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 


Fiscal year | Number | Average Net salaries | Change in 
| number salaries 
1960 872 852 SE DOR BO) iwinddacvcsacck 
1961 855 835 5, 596, 158 — $69, 982 


The Defense Accounting and Auditing Division is responsible for carrying 
out the accounting, auditing, and investigative functions of the Comptroller 
General and the General Accounting Office in the Department of Defense, in- 
cluding the military departments, except for the civil functions of the Corps of 
Engineers. This responsibility does not include the audit of transportation 
charges, which is specifically assigned to the Transportation Division. 

The functions and duties of the Division are performed by its Washington 
and Dayton, Ohio, staffs, its Far East Branch, and its Army, Navy, Air Force, 
53225—60—pt. 2 49 
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and Marine Corps Audit Branches located at Indianapolis, Cleveland, Denver. 
and Washington, D.C., respectively, with assistance from the regional offices 
of the Field Operations Division and the European Branch. 

During the fiscal year 1959, 89 reports by this Division were submitted to 
the Congress or its committees. In addition, 238 reports were issued to officials 
of the defense agencies transmitting our findings and recommendations 

At the request of congressional committees, representatives of this Division 
have testified at congressional hearings, made comments on proposed legislation, 
and furnished information on various matters. 

Nature of the work 

The Defense Accounting and Auditing Division’s activities and programs are 
directed toward providing assistance to the Congress and improving manage. 
ment and operating controls and financial administration of the Armed Forees 
of the United States so as to promote greater efficiency and economy in its 
complex operations. Our primary efforts are directed toward programs having 
major financial significance. These include areas concerning the determination 
of requirements for end items and components such as aircraft, aircraft engines, 
tanks, missiles and the like. In addition, a large amount of our manpower is 
expended in reviewing the management of material already in the possession 
of the military departments, i.e., shipyard ordnauce and aeronautical material, 
transportation facilities, etc. Also we are continuing our reviews of contract 
administration and contractor operations, military construction—including mili 
tary housing, and the military assistance program. 

Our audit work includes reviews and evaluations of functions and organiza 
tions, site audits of civilian pay, and the centralized audit of military accounts 
Our planned programs are subject to adjustment, continuously, due to such 
factors as available manpower, travel funds, congressional assistance require- 
ments, and other special assignments which develop from time to time 


Staffing requirements and organization 


The following table summarizes the staffing requirements of the Divisior 
according to organizational units. 










Nu | 
At J 1 Fi , I il 5 

Office of the Director 9 9 
Washington accounting, auditing and investigative st 261 Qs. 28? 
Accounting and auditing staff, Dayton, Oh 4f ts ry 
Army Audit Branch, Indian lis, Ind 2 2 20K 
Navy Audit Bra ‘level , Ohio 119 11s il 
Air Force Audit nver, Colo 14 14 145 
Marine Corps Aur h, Washington, D.( 3 f 36 

Total r S48 87u 855 


Office of the Director 

The Office of the Director is responsible for the supervision and direction of 
the Division. This responsibility includes the coordination of the work of the 
accounting, auditing, and special survey anal investigative groups, administrative 
and technical supervision of the work programs, the processing of reports, and the 
establishment of Division policy and procedures. 


Accounting, auditing, and special survey and investigative staff 

Our Washington and Dayton, Ohio, accounting, auditing, and special survey 
and investigative staffs are responsible for carrying out the cooperative accounting 
systems development, the auditing functions and the investigative duties in the 
Department of Defense, including the military departments. This includes the 
responsibility for the planning and execution of the work programs in the Wash 
ington, D.C., and Dayton, Ohio, areas, the technical supervision and planning of 
the work programs carried out by the regional offices of the Field Operations Divi 
sion, and the review and coordination of the European Branch reports on defense 
activities. 
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Our Far East Branch, the budget data and justification for which is covered 
separately, is responsible for the cooperative accounting systems development, 
the auditing functions, the special survey and investigative duties, and the legal 
functions for all military activities in the Far East area. This includes the 
responsibility for the planning and execution of the work programs for that 
area and for the execution of related work programs planned by the Washington 
staff. 

Air Force Group, Dayton 

The Air Force Group, Dayton, was established a part of the Defense Accounting 
and Auditing Division on January 1, 1958, to augment and accelerate the audit 
and evaluation of Air Force operations, particularly in the areas of procurement 
and supply Inanagement. Management of Air Force material programs is con- 
centrated in the Headquarters, Air Materiel Command, Dayton, Ohio. The 
establishment of this group as an integral part of the Defense Accounting and 
Auditing Division makes possible more emphasis on the planning and supervision 
of our audit programs in the significant areas of materiel management, facilitates 
our keeping abreast of operational changes in the Air Force, and permits greater 
flexibility in assignment of audit responsibilities at the point at which agency 
responsibilities are located. 

Military Audit Branches 

Our Army, Navy, Air Force, and Marine Corps Audit Branches, located in 
Indianapolis, Cleveland, Denver, and Washington, D.C., respectively, are re 
sponsible for the centralized audit and settlement of accountable officers of the 
Departments of the Army, Navy, and Air Force, and the Murine Corps. These 
branches are also responsible for conducting surveys of the fiscal operations of 
the military department finance centers and selected military installations. 


Mr. Thomas. You have 872 people for 1960. It is down to 855 
for this year. 


The Defense Accounting and Auditing Division is responsible for carrying 
out the accounting, auditing, and investigative functions of the Comptroller 
General and the General Accounting Office in the Department of Defense, in 
cluding the military departments except for the civil functions of the Corps of 
Engineers. This responsibility does not include the audit of transportation 
charges, which is specifically assigned to the Transportation Division. 

The functions and duties of the Division are performed by its Washington 
and Dayton, Ohio, staffs, its Far East Branch, and its Army, Navy, Air Force, 
and Marine Corps Audit Branches located at Indianapolis, Cleveland, Denver, 
and Washington, D.C., respectively; with assistance from the regional offices 
of the Field Operations Division and the European Branch. 

During the fiscal year 1959, 89 reports by this Division were submitted to the 
Congress or its committees. In addition, 238 reports were issued to officials of 
the Defense agencies transmitting our findings and recommendations. 

Too much cannot be said in this area. We are spending anywhere 
from $40 billion to $42 billion a year. I believe the sum and sub- 
stance of your statement this morning was the best the agency could 
do would be to do a little spot checking in the various activities. 

Do you want to add to th: : statement with reference to your worl 
with os armed services, Mr. Campbell 

Mr. Campsett. No, Mr. Chairman. I do not think there is am 
thing e en I have to Say about it at this time. 

Mr. Tuomas. Are you satisfied with the efforts of the agency in t} 1 
regard ? 

Mr. Campreti. I am satisfied that they are becoming more and 
more aware of us and realize that we can be of help to them and v ha‘ 
we have to say about their activities is a result of only the most ca: -ful 
kind of study and, we think, a fairminded approach. 
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CONTRACT AUDITS 





Mr. Tuomas, Mr. Reporter, put pages 105 and 106 in the record. 
(The pages referred to follow:) 


Contract audits 


We intend to concentrate our efforts on selected procurement programs in 
order to insure coverage of the major procurement activities of each of the mili- 
tary services. Audit work of the various regional offices will be directed to 
selected procurement programs through scheduling of coordinated reviews of 
specific contractors and their subcontractors. Included in these programs are 
the procurement of the B—58 Hustler supersonic strategic bomber from Genera] 
Dynamics Corp. ; the KC-135 jet tanker, B-52 bomber, and the BOMARC missile 
from Boeing Airplane Co.; the Redstone Jupiter missile and M-—48 medium tanks 
from the Chrysler Corp.; the Polaris missile from Lockheed Missile & Space 
Division, Lockheed Aircraft Corp.; and the Navy F-3H Demon fighter-bomber 
from McDonnell Aircraft Corp. 

The complexity of modern-day weapons has created great demands for tech- 
nical ability. Partly because of the inability of the military services to keep pace 
with these increased demands, a concept of procurement known as the “weapons 
system” method has been used to an increasing extent. Under this concept, 
prime contractors are delegated responsibility in varying degrees from the man- 
agement of a weapons system including planning, research, design, development, 
production, maintenance, logistics support, and training of personnel. We plan in 
the regular course of our reviews of procurement contracts to evaluate the effeec- 
tiveness of the “weapons system” methods of procuring defense needs. 

In response to congressional interest in the area of the use of Government- 
owned tooling by contractors, we plan to review procurement contracts to deter- 
mine (1) the existence, if any, of undue competitive advantage being conferred 
on one contractor over another, (2) whether the Government has received proper 
consideration for the use of tools, and (3) whether firm agreements have been 
reached regarding the periodic amount of rental to be paid either in cash or 
through adjustment of the end item price. 

We will continue our examinations of selected contract terminations. Our 
objectives are to determine (1) whether the types of terminations made; iLe., 
for convenience of the Government or for default of the contractor, were proper 
under the circumstances in the particular case and protected the interest of 
the Government; and (2) whether terminations are properly administered. 


DIRECTION OF AUDIT EFFORT 


Mr. Tuomas. I want to read a sentence that is well worth reading: 


We intend to concentrate our efforts on selected procurement programs in 
order to insure coverage of the major procurement activities of each of the 
military services. 


Of course, of all the spending items in the Military Establishment, 
the field of procurement is by far the No. 1. In the old days under 
neacetime conditions P.S. & T. pay, subsistence and transportation was 
the major one. 

In days of war and emergency, procurement becomes the big one. 


Audit work of the various regional offices will be directed to selected pro- 
curement programs through scheduling of coordinated reviews of specific con- 
tractors and their subcontractors. Included in these programs are the procure- 
ment of : the B—58 Hustler, supersonic strategic bomber, from General Dynamics 
Corp.. the KC—135 jet tanker, B—52 bomber and the BOMARC missile from 
Boeing Airplane Co.; the Redstone Jupiter missile and M-48 medium tanks from 
the Chrysler Corp; the Polaris missile from Lockheed Missile Space Division, 
Lockheed Aircraft Corp.; and the Navy F3H Demon fighter-bomber from Me- 
Donnell Aircraft Corp. 


You might add in there the Space Agency. My guess is they will 
spend in fiscal year 1961 not a penny less than $1 billion. Of course, 
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they are all rush, crash programs and pressure is on to do a job over- 
night that should normally take 3 to 5 years to do. 

There will be a lot of waste. I imagine the Agency will appreciate 
a little help and guidance from the GAO. 


SALE OF SURPLUS PROPERTY 


Have you had occasion, Mr. Campbell, to look into the question of 
the sale of surplus property by the armed services? We take a look 
at it in here quite often. 

Ninety-five percent of the surplus is turned over to GSA, or it is 
certainly within their prerogative to claim it if they want it. It is 
sold for one purpose, and that is scrap metal. We doubt if we get any 
more than 5 cents on the dollar against its original procurement cost. 
Have you had occasion to look into that field of activity ? 

Mr. Campseti. Mr. Newman ? 

Mr. Newman. Mr. Chairman, we haven’t tackled the particular 
area of surplus property as such, but we have tackled this problem 
from the standpoint of requirements, coming on down through the 
use of materials and then to the surplus and then tying that back 
into various areas for high value items. For instance, at Middletown, 
we have run into the aircraft parts where we found that one service 
was purchasing and the other service disposing of surplus parts. We 
have found that in the Far East, as well as in Europe. In tackling 
this problem we try to get to the core, and that is in the requirements 
area to stop the generation of further excesses. 

Mr. Tuomas. Of course that is fine. That is exactly what ought 
to be done. If you do not buy it, you cannot later sell it. It is that 
simple. Since they have bought it, and we have this jillion dollars 
worth of materials on hand and it is becoming obsolete and unusable 
year by year, I do hope that the GAO will take a look at the problem 
of disposal of this excess. We cannot afford to crate it, package and 
ship it. What is an old beat up tank worth? It would cost more 
to crate and ship it than it is worth. You have a thousand and one 
items that are all metal. Somebody ought to take a general look 
and maybe you will be able to help the armed services in this tre- 
mendous problem. It is a headache to them. They are working at 
it and the General Services Administration is helping them. By the 
very nature of the problem, who wants an old beat up tank or an old 
airplane? They have to be canabalized. Ninety or ninety-five per- 
cent of it is used for scrap. There is a tremendous problem by virtue 
of your acquisition cost, if nothing else. 

Mr. THomas. Mr. Rhodes? 


GAO STAFF COVERAGE 


Mr. Ruopes. I was going to ask, Mr. Chairman, if Mr. Campbell 
feels more personnel working inside the Department of Defense in 
his activity would pay in dollars and cents, as far as savings to the 
Government is concerned ? 

Mr. Campse.y. This isin the surplus area / 

Mr. Ruopes. No, I am speaking generally. 

Mr. Campse.. In financial management generally ? 

Mr. Ruopes. Financial management and all of the Defense activities. 
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In other words, we have mentioned that we spend some $42 billion 
“s Defense activities. I imagine your main concern has been contracts, 

Is there a possible expanded activity which could be gone into by either 
you anne or somebody else’s shop which might result in some sav ings? 
We have all heard these horror cases, of course, of the procurement in 
the ar ad services, waste, et cetera. I am sure some of these are true 
and some are probably not, but where there is this much smoke, there 
probably is some fire. The thought is this: What can we do to allevi- 
ate the situation, No. 1. and No. 2, is the GAO the installation best 
qualified to do it, and No. 3, if the answer to No. 2 is yes, do you have 
everything you need to do the most effective job ? 

Mr. Campsett. I think in answer to your question, whether the 
GAO is the best agency to do that kind of a job, I would say that we 
are not. Many of the matters covered by us are in the management 
area and can only be cured by management itself, Also, we are spread 
now, at the moment, in about 15 different areas in Defense. 

The questions raised by you must be resolved by the agencies them- 
selves, the Military Departments and the Defense Department. We 
are willing to help, but of course this is a tremendous problem because 
when you bring people in to help you as an adviser or as a part of a 
working group, you have to open up and be entirely frank about things 
and disclose what information you already have put together. At that 
point we run into the question of access to records, which to me is 
the most serious problem we have to face. 

Mr. Ruopes. Access to what ? 


ACCESS TO RECORDS 


Mr. Camrseii. Access to records, the problem you mentioned before 
with ICA. It is a tremendous problem. You have fine reports and 
the fine examinations, et cetera, done by the Inspectors General, but 
their reports are not available to anyone except a certain group of 
people im the partic ular department. 


Mr. Ruopes. The provision which appeared, I recall, in the 
Foreign Operations appropriation bill last year reg: ila ae the avail- 
ability of records is helpful? 


Mr. Camppe.i. Yes, I think it is helpful but it puts a tremendous 
burden on the President. Nevertheless it does assure us and assure the 
Congress that these refusals are not just whimsical or capricious. 

Mr. Rnopes. This should make available to your Department many 
more internal records than otherwise would have been available be- 
cause as I understand that provision of the law, in order to keep 
material from you it is necessary that the President invoke the 
executive privilege himself / 

Mr. Campseiy. That is saga Mr. Keller points out this only 
applies to ICA at the moment. It does not apply to Defense. 

Mr. Ruoves. That brings up the next question: Would it be helpful 
or desirable in your opinion to have a similar test apply to interde- 
partmental communications in other departments of the Govern- 
ment ¢ 

Mr. Campsecy. [ think it would. 

Mr. Ruopes. All other departments ? 


Mr. Campprexyi. I do not know whether it would be necessary for 


us to suggest it for all other departments; I think the Defense De- 
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partment and the military departments, certainly; the Space Agency 
probably. They cover a vast area that would be very helpful. 

Mr. Ruopes. Do you think this might help your agency to do a 
more e flective job in controlling t the cost ? 

Mr. Camppeu. I am absolutely sure of it, Mr. Rhodes. 


CIVIL ACCOUNTING AND AUDITING DIVISION 
Mr. Tuomas. Civil Accounting, Mr. Reporter, put pages 122 
through 129 in the record. 
(The pages referred to follow:) 
SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 


Fiscal year Number A verage Net salaries Change in 


number salaries 
196 773 | 750 | $5, 446, 300 |__- cent 
1961 } 753 | 735 5, 388, 000 —$58, 300 


The Civil Accounting and Auditing Division is responsible for carrying out 
the accounting, auditing, and investigative functions of the Comptroller General 
and the General Accounting Office in all civil departments and agencies of the 
Federal Government; the civil functions of the Corps of Engineers, Department 
of the Army; and the District of Columbia. This responsibility does not include 
the audit of transportation charges, which is specifically assigned to the Trans- 
portation Division. 

The functions and duties of the Civil Accounting and Auditing Division are 
performed by its Washington staff with assistance from the regional offices of 
the Field Operations Division and the European branch. 

During the 1959 fiscal year, 149 reports relating to the civil departments and 
agencies were submitted to the Congress or its committees. In addition, 123 
reports were issued to agency officials, copies of which frequently were furnished 
to congressional committees or to Members of Congress, and 110 reports were 
issued by the regional offices to local agency officials. Our reports not only 
provide information and assistance to the Congress but also are the means 
whereby we convey to the agency officials our recommendations for administra- 
tive and financial improvement or corrective action on weaknesses and deficien- 
cies that have been observed during the audits. 

At the request of congressional committees, representatives of this Division 
have testified at congressional hearings, made comments on proposed legislation, 
and furnished information on various matters. 


Staffing requirements and organization 


The following table summarizes staffing requirements of the Division accord- 
ing to organizational units. 


Number of positions 


At July 1, Fiscal year Fiscal year 


1959 1960 1961 
Officer of the Director 21 23 23 
Accounting, auditing, and investigative staff 639 681 678 
Administrative and services group 60 7 52 
Depositary accounts branch 67 2 | * 
Potal (all in Washington) ; 787 773 | 753 





774 





Office of Director 


The Office of the Director is responsible for the supervision and direction of 
the division. This responsibility includes the establishment of division policy 
and procedures ; coordination of the work of the accounting, auditing, and investi- 
gative groups; administrative and technical supervision of the work programs: 
and processing of reports. 


Accounting, auditing, and investigative staff 

In addition to the supervisory responsibility for carrying out GAO functions 
in the civil agencies, the Washington staff also performs the accounting, auditing, 
and investigative work in the Metropolitan Washington area and at certain other 
designated locations in the continental United States and overseas. Nearly all 
the accountants, auditors, and investigators of the Washington staff are located 
at the sites where the operations of the various departments and agencies are 
conducted. A breakdown of the accounting, auditing, and investigative staff, 
including the Office of the Director, follows: 


Number of positions 


At July 1, Fiscal year Fiscal year 
1959 1960 1961 
Professional . F : 482 524 527 
All other_____- Re a as 178 180 174 
Total_- ee li rs Koos eto a 660 704 701 


The extension of reviews at the sites of operations and the audit of transactions 
at locations where the books and records are maintained will continue to increase 
during fiscal year 1960 in accordance with our plans for ultimately conducting 
all work at the sites. 

We also plan to increase our coverage in a few of the larger departments and 
agencies. Additional staff may also be required at some of the newer agencies, 
At some of the departments and agencies, our work will continue at about the 
same level as in the past since cycling of audits will be extended to provide periodic 
reviews of significant activities. The audit and settlement of accountable offi- 
cers’ accounts, Where required by law, will be continued. 

In our reports, which we will issue to the Congress and to agency officials, 
comments and recommendations will be made that should assist the Congress and 
agency management in strengthening agency financial management systems and 
promoting efficiency and economy through improved operating and administrative 
controls. 

Additional civil agencies, audited centrally in the past, will be assigned for 
audit at the sites of operations during fiscal year 1960 and 1961. The integra- 
tion of the centralized audit functions with the accounting and investigative work 
being conducted in the respective agencies, a portion of which was carried out 
during fiscal year 1959, will be continued in fiscal year 1960 so that all work 
concerning a particular agency may be carried on by a single operating staff. 
Administrative and services group 

The administrative and services group is composed of three subgroups whose 
functions are as indicated : 

Typing and recording—typing drafts of audit reports, programs, and mis- 
cellaneous Correspondence ; 

Service and settlement—preparing and issuing certificates of settlement of 
accounts of accountable officers of the Government (other than military) 
when this function is not performed at our agency sites; and 

Receiving, filing, and searching—servicing accounts that are audited 
centrally. 


Depositary accounts branch 


The function of the reconciliation and adjustment of the depositary accounts 
of disbursing officers, previously performed by the depositary accounts branch, 
has been transferred to the Treasury Department and incorporated into the 
electronic data-processing system for the check-accounting operations of the 
Government. The depositary accounts branch completed its reconciliation of 
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checks in September 1959, and the employees have been reassigned to other 
work outside the branch. 


ACCOMPLISH MENTS DURING FISCAL YEAR 1959 


During the fiscal year 1959, accounting, auditing, and investigative work was 
performed in all the civil departments and in most of the independent agencies 
and 382 reports relating to these agencies were prepared. Of the 382 reports, 
149 were issued to the Congress, congressional committees, or individual Mem- 
bers of Congress; 123 were issued to top agency officials; and 110 were issued 
to local agency officials. In addition to providing information to the Congress 
on the administration of agency operations, these reports have included rec- 
ommendations for administrative and financial improvements or for corrective 
action on weaknesses and deficiencies observed during the audits. 

The following sections describe, briefly, examples of audits performed and 
reports issued during fiscal year 1959 in three areas of the division’s activities. 
Department of Agriculture 

During fiscal year 1959, audits were made in the central offices of 10 agencies 
in Washington and in 115 field offices. Thirteen audit reports were submitted 
to the Congress, and seven reports were submitted to agency officials. We also 
furnished three letter reports, and information by work papers and orally, to 
Members of Congress and to congressional committees in response to requests 
for additional information on matters commented upon in our audit reports 
or for information on other matters pertaining to these agencies. In addition, 
11 reports were submitted to congressional committees or to Members of Con- 
gress on legislative proposals and other matters. Some of the matters disclosed 
in these audits and commented upon in reports are as follows: 

Our audit of activities of the Meat Inspection Division, Agricultural Research 
Service, on which a report was submitted to the Congress on June 19, 1959, was 
made at the central office and at five field offices. This report included com- 
ments on unsanitary conditions existing at many inspected establishments 
because resident inspectors and supervisors had not required conformance with 
laws and regulations governing acceptable standards of sanitation. Comments 
were included also on deficiencies in the training of meat inspectors and the 
need for more frequent inspections at exempted establishments. 

Specific programs and activities of the Commodity Stabilization Service (CSS) 
and Commodity Credit Corporation (CCC) which we reviewed during the year 
included the soil bank program, cost-share payments under the agricultural 
conservation program, the agricultural adjustment program, and the tobacco 
program and CCC activities relating to sales and dispositions of commodities 
acquired through price support, commodity storage operations, transportation 
operations, and price support programs for cotton, dairy products, and grains. 

Five reports were issued to the Congress in fiscal year 1959 covering (1) our 
audit of Commodity Credit Corporation for the fiscal year 1958, (2) the 1957 
soil bank programs, (3) aetivities during the fiscal year 1957 under the Sugar 
Act of 1948, as amended, (4) Burley and Flue-cured tobacco price support and 
agricultural adjustment programs in North Carolina and Tennessee and ware- 
house sales in Kentucky, and (5) additional costs incurred in using tin cans 
for packaging nonfat dry milk and processed cheese for donation abroad. 

Our report dated May 29, 1959, to the Congress on the audit of Commodity 
Credit Corporation pointed out that prices at which CCC had made cotton avail- 
able for export for the 1958-59 marketing year had been maintained at levels 
in excess of competitive world prices. In our opinion, this action did not com- 
ply with the requirements of section 203 of the Agricultural Act of 1956. We 
recommended that the Secretary of Agriculture periodically adjust prices at 
which CCC makes cotton available for export and that the Secretary determine 
at least annually the volume of cotton exports necessary to maintain the fair 
historical share of the world market for U.S. cotton. 

In our report submitted to the Congress on May 4, 1959, on the use of tin 
ans for packaging nonfat dry milk and processed cheese for donation abroad, 
we pointed out that CCC had incurred packaging costs during fiscal years 1957 
and 1958 of about $7 million more than it would have incurred had these com- 
modities been packaged exclusively in plastic bags in cartons. Only minor 
spoilage or damage has resulted in the past when these products were packaged 
in plastic bags. For this reason we believe that substantially all the additional 
$7 million costs incurred by packaging in tin cans were unnecessary. 
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In our report on the 1957 soil bank programs, we stated that the soil bank regu- 
lations of the Department of Agriculture provided that the total of all annual 
payments under the conservation reserve program to any producer for any year 
with respect to all farms in which he has an interest may not exceed $5,000 
except under certain conditions. However, other than obtaining a certification 
from the producer that he is not receiving more than $5,000, procedures had not 
been established to check compliance with this limitation. We believe that this 
limitation should have been controlled by establishing procedures similar to 
those established to control limitations under the agricultural conservation 
program. CSS issued procedures dated February 13, 1959, to carry out our 
recommendation. 

Our initial audit of the Foreign Agricultural Service (FAS), completed in 
fiscal year 1959, included a review of the agency’s principal activities in market 
development, agricultural trade policy and analysis, and the Attaché Service, 
During this review we noted that FAS used U.S. dollars instead of foreign 
currencies to pay certain foreign travel and related expenses although foreign 
currencies were available for purchase by FAS from the Treasury Department. 
Our examination of payments of $93,000 made in one 6-month period showed 
that appropriate foreign currencies were available for purchase to pay for 
$16,000, or 17 percent of these expenses. Expenses of this type amounted to 
30,000 in fiscal year 1958. In response to our recommendation, FAS informed 
us that it will purchase foreign currencies from the Treaury Department for use 
in payment of these expenses to the maximum practicable extent. 

Mr. Tuomas. This is your second big one. The Defense Account 
ing and Auditing Division has about a hundred more employees than 
you have in this Division. In 1960 you had 773. This year you go to 
753. You show an average number and it adds out to about $58,300 
decrease. 

The Civil Accounting and Auditing Division is responsible for carrying out 
the accounting, auditing, and investigative functions of the Comptroller Gen 
eral and the General Accounting Office in all civil departments and agencies 
of the Federal Government ; the civil functions of the Corps of Engineers, Depart- 
ment of the Army: and the District of Columbia. This responsibility does not 
include the audit of transportation charges, which is specifically assigned to the 
Transportation Division. 

One hundred and ten reports were issued by the regional offices to 
local agency officials; 149 reports relating to civil departments and 
agencies were submitted to the Congress or its committees. In addi- 
tion, 125 reports were issued to agency officials, copies of which fre- 
quently were furnished to congressional committees. 

Dou you have any particular problems in this area’ You mentioned 
two or three this morning. You mentioned you are now working on 
the storage problem with CCC. You have some problems over at 
HEW. What other problems do you have / 

Mr. Campreii. I have no further matters to particularly bring to 
your attention beyond what is in the Justifications. 

Mr. Samuelson is head of that Division. Have you any further 
comments than appeared in the justifications / 

Mr. Samvetson. No. I donot think so. 


FEDERAL PAYMENTS TO SCHOOL DISTRICTS 


Mr. Tomas. I note on page 131 this language : 


During fiscal year 1959 we issued a report to the Congress on our review of 
entitlements of school districts to Federal payments to meet a share of local 
school district current expenditures for those school districts located in federally 
affected areas. Such payments are authorized by Public Law 874, 81st Congress, 
as amended. Part of our work was done in each of 300 school districts. In this 
report, we pointed out that there was need for the Office of Education to (1) 
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revise and clarify instructions issued to school districts and State agencies, (2) 
simplify the application form, (3) prescribe a simpler method for determining 
the average attendance of federally connected pupils, and (4) strengthen super- 
yisory and audit work. We pointed out also that in many cases school districts 
did not have adequate records to establish the eligibility of pupils for whom 
payments were claimed. Following our audit, overpayments of about $56,000 
were recovered from the school districts. 


NATIONAL DEFENSE EDUCATION ACT PROGRAM 


Have you had a chance to look into how well the program educa- 
tional fund is working out whereby certain students are permitted 
to borrow a little money and pay it back 5 to 10 years after graduation ? 
The program has now been in operation for 18 months. Have you 
had oceasion to look into it ? 

Mr. Samvuetson. No. We have not as yet received that program. 

Mr. Tuomas. It is administered not by HEW, but it virtually is 
administered by the various schools and colleges and universities. 
The Department of Education will lay down a yardstick but the 
student that is going to borrow the money is dete rmined by the uni- 
versity and not by the Federal oviraeint, We get reports in here 
that everybody is highly pleased with it. The amounts of money 
they loan are much sm: aller than that waa ized. What is the average 
amount, about $500 or S600 4 

Mr. Bo.tanp. $500 or $600, somewhere in that neighborhood. 

Mr. TrHomas. I imagine the universities lean over backward to be 
very careful in making those loans and we further guess that through- 
outa period of 8 or 10 vears the defaleation won't be 1 percent, or even 
less. 

It might be interesting after it has been in operation another few 
months to just take a look at it and see what it looks like. 


Fietp Operations Drvision 


We put your chart and table on the field operations in the record 
thismorning. That is page 174 and 175. 

We included the breakdown of your regional offices as to the loca- 
tion of them. 


EUROPEAN BRANCH 


Mr. Thomas. Tell us about your European Branch, with 58 people. 
Put pages 179, 180, and 181 in the record. 
(The pages referred to follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, pe rsonal ser 


Fiscal year Number A verage Net salaries Change 
num be salarie 
1960 58 54 $630, 000 
1961 5S 54 628, OOO —$2, 000 


The European Branch performs the accounting, auditing, and investigative 
functions of the General Accounting Office in the European, North African. 
and Near Eastern areas. In addition to making examinations of an audit and 
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investigative nature and engaging in cooperative systems projects, the Branch 
is available for consultation with and furnishes advise to Government agencies 
operating within the geographical areas of Branch responsibility. The furnigh- 
ing of direct assistance to committees of the House and Senate is also an 
important function of the Branch. The headquarters office is in Paris, with 
a field station located in Frankfurt, Germany. 

The work of the European Branch of the General Accounting Office during 
the past year has resulted in significant improvements in agency operations. In 
many instances corrective actions instituted by agencies on the basis of Branch 
recommendations have resulted in recoveries of substantial sums; and in other 
instances, corrective actions taken will achieve more efficient and economical] 
operations in the future. Emphasis has been placed upon reviews of military 
activities significant from the standpoint of dollars expended, principally, the 
military assistance program, military supply activities, and the Spanish base 
construction program. 

Due to the relatively high cost of maintaining personnel overseas, the number 
of personnel assigned to the Branch has been kept to the absolu etminimum 
consistent with the proper discharge of General Accounting Office responsibilities, 
The technical staff is composed of highly qualified accountants and lawyers in 
grades ranging from GS-11 through GS-15. With a small competent staff, 
the Branch in its 7 years of operation, has been able to make examinations 
into a wide range of agency activities. These examinations have resulted in a 
number of significant reports to the Congress. 

The Branch, for fiscal years 1960 and 1961, has scheduled continuing reviews 
of military assistance activities, reviews of military construction and procure- 
ment activities in Europe, North Africa and the Near East; Army programs 
for excessing and disposal of property; Air Force base operations; selected 
technical services of the Army and selected activities of the Air Force and 
Navy. In addition, followup examinations will continue into areas previously 
disclosed as requiring corrective measures, and certain specific operations not 
covered in prior years will be examined on a restricted basis. 

Some indication of the nature of the work that was performed during fiscal 
year 1959 and of findings that were reported follow : 


ASSISTANCE TO THE CONGRESS 


In fiscal year 1959, the Branch continued to serve the Congress by conducting 
special examinations at the request of the various committees. 


DEFENSEWIDE ACTIVITIES—MILITARY ASSISTANCE PROGRAM 


Administrative expenses.—Our review of military assistance program ad- 
ministrative expenses in Germany disclosed that the U.S. Army was making 
payments with appropriated funds without consideration that such payments 
were related to expenditures eligible for charge against funds contributed by the 
Federal Republic of Germany for costs of administering the program. Pursuant 
to our recommendation the Army obtained $433,000 worth of contributed deutsche 
marks from the U.S. Treasury and a like amount was covered into the Treasury 
as miscellaneous receipts. 

A followup review during fiscal year 1959 disclosed that a similar condition 
existed with respect to other payments made from appropriated funds and at 
least an additional $1.5 million could be covered into the U.S. Treasury as 
miscellaneous receipts in exchange for local contributed currency. The results 
of our followup review were brought to the attention of local officials on March 
25, 1959. In April 1959, the U.S. Air Forces in Europe purchased $794,000 worth 
of contributed deutsche marks and a like amount was deposited into mis- 
cellaneous receipts. 


Mr. Tuomas. How is it doing? 

Mr. Campseti. We think it is a splendid office. Of course, the 
individuals there are of the highest caliber. 

We do not send anybody to Europe below a grade 11, and also 
rarely is a man sent there who has had less than 5 years’ experience 
with our office. 
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FAR EAST BRANCH 


Mr. Tuomas. We see you will strengthen the Far East Division 
by putting two more people there. That goes from 26 to 28. 

Our Far East Branch, located in Tokyo, Japan, is responsible for carrying 
out our accounting, auditing, investigative, and legal functions in the Far East 
area. The principal activities with which this Branch is concerned are those 
of the three military departments in and around Japan, Formosa, the Philip- 
pines, the Marianas, Cambodia, Laos, Vietnam, Thailand, and west as far as 
and including Pakistan. 


Put pages 192 through 195 in the record. 
(The pages referred to follow :) 


SCOPE AND NATURE OF WORK PROGRAM 


Actual or estimated obligations, personal services 


Fiscal year Number | Average Net salaries | Change in 
| number salaries 
1960... - ‘ sity sib ataeen ep haee 26 25 | SUR S06 835k cise 
hacia di . cou al — 28 27 323, 000 + $25, 000 





Our Far East Branch, located in Tokyo, Japan, is responsible for carrying 
out our accounting, auditing, investigative. and legal functions in the Far 
East area. The principal activities with which this Branch is concerned are 
those of the three military departments in and uround Japan, Formosa, the 
Psilippines, the Marianas, Cambodia, Laos, Vietnam, Thailand, and west as far 
as and including Pakistan. 

Our two most significant work areas since establishment of the Far East 
Branch have been the review and evaluation of supply Management practices 
and procedures of the Army and the Air Force in Japan, Korea, Okinawa, Guam, 
and the Philippines which have resulted in the cancellation of approximately 
$33 million in unnecessary procurements. Our comprehensive examinations of 
the administration of the military assistance programs (MAP) in Japan, Korea, 
Taiwan, Vietnam, Cambodia, and Laos have shown serious deficiencies. 

A number of reports resulting from the Far East Branch reviews have been 
issued to the Congress and others are in process. The following summaries from 
a few of our reports typify our findings and the remedial actions taken. 

Our findings and recommendations to the Army in fiscal year 1958 and prior 
resulted in the cancellation of active local procurement or requisitions for con 
tinental U.S. support of millions of dollars of material for which requirements 
no longer existed. As a result of our examinations of supply Management and 
stock control practices and procedures of the major Air Force installations in 
the Far East during the fiscal years 1959 and 1960, cancellations were issued 
in the approximate amount of $12.5 million for items not required at the time 
of requisitioning. The installations covered by this review were- 

Yokota Air Base, Japan. 

Johnson Air Base, Japan. 

Tachikawa Air Base, Japan. 

Itazuke Air Base, Japan. 

Misawa Air Base, Japan. 

Naha Air Base, Okinawa. 

Clark Air Base, Philippine Islands. 
6314th Air Base Group, Osan, Korea. 
Andersen Air Force Base, Guam. 

Our examinations of the above Air Force installations disclosed deficiencies 
and weaknesses that generally fell in the following categories: 

1. Failure to properly discharge supply control responsibilities in regard 
to determination of requirements. 
2. Requisitioning action based on invalid customers’ requirements. 
3. Requisitioning in excess of established control levels. 
4. Unreliable stock records. 
5. Deficiencies in maintenance supply operations. 
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We found in our review of selected supply management activities of the Ryukyu 
Islands that there was inadequate coordination of supply matters among the 
military services in the Ryukyus. The U.S. Army, Ryukyu Islands (USARYIS) 
was overstating its needs and generating excesses for many items yet was 
unable to meet demands for other items. After we brought examples of over. 
ordering to the attention of agency officials, USARYIS took action to cance] 
these orders for unneeded items totaling over $100,000. We were advised that, 
subsequent to our review, many unneeded items including furniture valued at 
about $700,000 were redistributed to other organizations. The Marine Corps in 
the Ryukyus canceled orders to the United States for equipment valued at 
$100,000 which USARYIS had on hand or on order specifically for the Marines. 

Our review of the Military Sea Transportation Service (MSTS), Western 
Pacific Area in Japan, disclosed that although the Navy maintains a fully 
manned and equipped ship repair facility (SRF) at Yokosuka, Japan, which 
is capable of performing repairs on MSTS ships, it has been MSTS’s practice 
in most instances to have maintenance and repair of its ships in the Far Kast 
performed by Japanese commercial shipyards. We believe that it would be 
generally advantageous to the Government to have MSTS ships repaired at 
SRF because (1) labor is cheaper—SRF’s average labor rate is 85 cents per 
hour, where the average rate charged by commercial shipyards is 96 cents per 
hour; (2) more effective utilization of labor at SRF is possible—SRF officials 
have informed us that they must maintain a full labor force to meet peak 
periods and unexpected fleet requirements; and (3) lower overhead—SRF 
could perform much of the work without increasing its overhead costs because 
SRF has the expense of maintaining its facilities whether they are used or not 
We recommended that MSTS arrange for repair of its ships SRF, Yokosuka, 
whenever such action is feasible. 

We continued our reviews of the financial administration of the military 
assistance programs in the Far East, specifically the bases for determining the 
quantities of material needed and the procedures for ascertaining that the 
quantities delivered are utilized as intended. We have completed and forwarded 
to the Congress in the past 18 months classified reports on the military assistance 
programs in Cambodia, Vietnam, Japan, Korea, and Laos. Followup reviews 
were made in Vietnam, Cambodia, and Laos during fiscal year 1959, Japan and 
Korea during fiscal year 1960, and a review of the administration of the military 
assistance program in the Philippines and Taiwan were initiated in fiscal year 
1960. Program requirements continue to be developed without suitable tables of 
organization and equipment in all instances, without adequate knowledge or 
consideration of equipment already possessed by the country forces and without 
full consideration to the country’s capability to protect, maintain, and use the 
equipment. There is generally a need for better coordination between the mili- 
tary and economic program. 

During the fiscal year 1959 other areas of coverage in the Far East included 
a review of offshore procurement practices of the Army in Japan; an onsite 
review of activities at the Naval Supply Depot, Subic Bay; a review of supply 
management at the Naval Air Station, Atsugi, Japan, and Marine Corps Air 
Facility, Iwakuni, Japan; and followup reviews of selected supply management 
and stock control procedures of the various technical services of the U.S. Army 
Japan Depot—complex and certain supporting units. We continued to render 
assistance in developing information necessary to answer requests of Ccongres- 
sional committees or individual Congressmen in specific areas of Congressional 
interest. 


Non-SaLary EXxprENses 


Mr. Tuomas. Mr. Reporter, put A-8 through A-19 in the record. 


(The pages referred to follow :) 


Estimated obligations, 02 Travel 


Increase or 
Fiscal year Estimated lecrease Over 
present Aavail- 

ability 


1960 $2, 400, COM 
1961 . ‘ e 9 400, OOM 
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The nature of the activities of the civil departments and agencies of the Fed- 
eral Government, as well as the Defense Establishment, is such that we can 
best carry out our audit and investigative responsibilities at the sites of opera- 
tions. Since agency field offices, military installations, and contractors’ plants 
are located throughout the United States, a large proportion of our time in 
making examinations at agency sites must be spent in a travel status. 


Estimated requirements for travel funds for 1961 are compared with funds 


available under the 1960 appropriation on an organization basis: 


1960 limita- 


Estimate 


Increase or 


tion 1961 decrease (—) 
Accounting, Auditing, and Investigative functions 
Field Operations Division - $1, 707, 000 $1, 712, 000 $5, 000 
Civil Accounting and Auditing Division 194, 000 196. 000 
Defense Accounting and Auditing Division 168, 000 | 168, 000 ee 
Office of Staff Management. 18, 000 15, 000 —3, 000 
Accounting and auditing policy staff_- 8, 000 6, 000 —? 000 
Subtotal 2, 097, 000 2, 097, 000 
Far East Branch 100, 000 107, 000 7, 000 
European Branch 167, 000 160, 000 —7, 000 
Other divisions and offices 36, 000 36, 000 Se 
Subtotal 303, 000 303, 000 
Grand total. 2. 400, 000 2. 400, 000 


No increase in our total requirements for travel funds is being requested for 


1961. 


Our principal needs for travel funds are to carry out planned audit and investi- 
gative work programs of the Civil and Defense Accounting and Auditing Divi- 


sions in the field. 


The following table summarizes the estimated costs of travel 


required for carrying out planned assignments of these divisions for the fiscal 
year 1961 as compared with amounts available for the fiscal year 1960: 


Yoo 


programs, fiscal 


Mn) 19YOO 106 
For rect performance 
Reviona taff SARK RAN SHO5 $699 
Washington stafl Ls ’ S4 70 
s tal wy 7 779 769 
W ashin I 139 112 126 
| t taff l 
Subtotal 150 19 11: 126 
Pota 1, 056 O56 RO] RO5 
The more detailed table at the end of this section summarizes by major 


departments and agencies our estimated requirements for travel funds for 1961 


as compared with amounts available for 1960. 
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Far East Branch 


The need for travel funds for the Far East Branch, and estimated requirements 
for 1961 as compared with 1960, is summarized : 





1960 1961 
For carrying out auditing and investigative programs mainly at locations out- 
side the Tokyo area: 
Military assistance program. $16, 000 $18, 000 
Department of the Army. 9, 000 4, 000 
Department of the Air Force 4,000 11. 000 
Department of the Navy- 16, 000 16, 000 
Other. --- | 10, 000 11. 000 
Subtotal - : 55, 000 60, 000 
For cost of travel of employees and their families between Japan and the | 
United States on home leave, families returning to the United States on 
on completion of their contracts, and replacements $5, 000 47, 006 
Total___- ae 100, 000 107, 000 


Work plans for 1960 and 1961 require travel to and carrying out of assignments 
at locations in the Philippines, Formosa, Thailand, Korea, Guam, in addition to 
work locations in Japan. 

European Branch 


The need for travel funds for the European Branch, and estimated require- 
ments for 1961 as compared to 1960, is summarized : 








1960 1961 
For carrying out auditing and investigative programs at the sites of operations 
in Europe and the Near East 
Department of Defense $17, 000 $13, 000 
Department of the Army 33, 300 24, 300 
Department of the Navy 5, 000 11, 000 
Department of the Air Force 29, OOK 27, 000 
Civil agencies 5, OOK 4,000 
Other 700 700 
Subtotal 1), OOK 80, 000 
For cost of travel of employees and their families Leiween Furope and th 
United States on home leave, families returning to the United States on 
completion of their contracts, and eplacements 77, 000 80. O00 
Total 167, 000 160, 000 


Work plans for 1960 and 1961 require travel to and carrying out of assignments 
at locations in the European, North African, and Near Eastern areas. 
Other Divisions and offices 

$36,000 will be required during 1961 to cover anticipated travel by attorneys 
and attorney technicians to assist the Department of Justice in trials of trans- 
portation suits filed by or against the United States in district courts outside 
of Washington; surveys of transportation and traffic management activities in 
administrative agencies: travel of the Comptroller General and trips of Division 
officials to field offices where functions relating to their operations are conducted; 
attendance of attorneys at the Judge Advocate General’s school; examination by 
members of the Indian Tribal Claims Section of retained records at Indian 
agencies in the field; and for all local transportation charges. 
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Comparison of travel fund requirements—Accounting, auditing, and investigative 
functions (excluding foreign branches), fiscal years 1960-1961 


[Stated in thousands of dollars] 





1960 limitation 1961 estimate 
Field op- |W ashing- Field op- |Washing-| 
| erations | ton staff | Total erations | ton staff | Total 
| division | division | 
Se hesssinemh Sasambiibbipeniaas s . i erates Ee - 
Defense programs: | 
Defense Accounting and Auditing | | 
Division: | 
Air Force: 
Washington g ; os $55 $54 | 
Dayton jon nal ll $353 13 if $395 
Regional offices $287 | $328 { 
Army Sedeece 112 21 133 120 20 | 140 
Navy 4 a : } 113 23 136 115 22 137 
Defense contract audits ‘ 275 22 297 225 22 247 
Civilian pay ---.- 63 1 64 50 1 51 
All others. . pea Lae : 38 35 73 50 36 86 
Total Defense programs SAS 168 1, 056 888 168 1, 056 
Civil programs: 
Civil Accounting and Auditing Di- 
vision 
Agriculture 102 12 114 97 14 111 
Commerce... 34 18 52 23 s 31 
Corps of Engineers- _. 5D 3 53 41 6 47 
Health, Education, and Welfare 40 12 52 4s 13 61 
Interior 102 22 124 114 23 137 
Post Office 47 y 56 57 11 68 
State l 13 14 4 15 19 
Treasury 32 6 38 34 7 41 
Atomic Energy Commission 83 13 96 R5 10 95 
Federal Aviation Agency -. 10 2 12 13 3 16 
General Services Administration 14 7 21 6 5 1] 
Housing and Home Finance 
Agency 32 9 4] 25 10 35 
Panama Canal Co_. 25 25 23 23 
rennessee Valley Authority 17 6 23 17 6 23 
Veterans Administration 100 ll i] 102 ll 113 
All other 31 28 59 33 31 4 
: 
Total civil programs 695 196 891 699 196 895 
, Accounting and auditing policy staff_. Ss 6 6 
Office of staff management 18 18 15 15 
) Regional offices 
Training, recruiting and administra 
tion 124 124 125 125 
, Totals 1, 707 390 2, O97 1,712 385 2, 07 
, Estimated obligations—Other expenses 
| | 
» Fiscal year | Estimated | Increase or 
obligations | decreas 
| 
' 1960. $3, 490, 000 
1961 3. 730. 000 +-$240, 000 
t 


The 1961 estimate of $3,730,000 for other expenses represents a net increase 
of $240,000 over our revised 1960 needs. An increase of $275,000 in object class 
7, other contractual services, is required to provide for our contribution for 
health benefits for employees enrolled in plans under the Federal Employees 
Health Benefits Act of 1959, Public Law 86-382, September 28, 1959. This 
increase is offset by reductions of $15,000 in 05, rents and utility services, and 
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$20,000 in 11, grants, subsidies, and contributions. Requirements for 1960 and 
1961 are compared below by object classification : 


Incre ise (+) 
Object class Revised Estim 





ite or decrease 
1961 
over 1960 





03 Transportation of things $101 





000 $] ( 
04 Communication services 140, 000 140. 000 
04.1 Penalty mail 60), OOO 60, OO 
05 Rents and utility service 88, 000 73. OOO $15, 000 
06 Printing and reproduction _. 120, 000 120, 000 
07 Other contractual services 
07. Miscellaneous 12, OO 12. 000 
07.2 Credit reports 50, OOO 50, 000 
07.5 Group life insurance--- 119, 000 119. 000 
07.6 Health insurance 275, 000 +975, 000 
Services performed by other government agencies: 
07 Miscellaneous 7, 000 57. 000 
07.1 Secur investigations 46, 000 96, O00 
07.4 Administrative support, oversea branches 1, 500 AK) 
08 Supplies and materials 21 ”) 215. O00 
09 Equipment 85, O00 85, QUO 
11 Grants, subsidies, and contribution 2 260, 000 2 240. 000 20, 000 
12 Pensions, annuities, and insurance claims 17, 500 17, 5M 
13 Refunds, awards and indemnities. 5, 009 15, 000 
15 Taxes and assessments 3, OOF + 000 
Total estimated obligations, other expenses 3, 490, 000 3, 730, 000 +$240. 000 


03. Transportation of things: 
Estimate 1960 


$101, 000 
Estimate 1961 


101, 000 

The amount of $101,000 will be required in 1960 and 1961 to provide for the 
shipment of household goods and effects of (1) staff of the European and Far 
East branches who will be returning to the United States upon completion of 
their overseas contracts, and (2) replacement staff transferred to the 
and Far East branches. There will be a continuing need for funds to (1) 
provide for shipments of household goods and effects of e1 


European 


uployees transferred 
to, from, and between regional offices, (2) cover the expense of shipping audit 
work papers from the various field operations to Washington, I).C., and (3 


{o) 
provide for a variety of necessary miscellaneous transportation charg 


rges 
04. Communication services: 
Estimate 1960 


S200, 000 
Estimate 1961 


21K), O10) 


Requirements in this object class are made up of $140,000 to cover the usual 
expenses of local and long distance telephone calis, telephone services in the 
regional offices, and other miscellaneous communication charges, and $60,000 
for penalty mail 


O05. Rents and utility services: 
Estimate 1960 S88, 000 
Estimate 1961 73. 000 
Difference 15, 000 


The decrease of $15,000 represents a reduction in costs of rental of electrical 


accounting equipment used in the check accounting activitiy which has been 


transferred to the Treasury Department and discontinuance of a reimbursable 
cost for rental of office space in the Field Operations Division. 


06. Printing and reproduction : 
Estimate 1960 3 $120, 000 


Estimate 1961__ ; 120, 000 


The amount requested is necessary to provide for the cost of printed forms 
and letterheads, publications, tabulating cards for elec 


rical accounting activ- 
) 


t 
ities, maintenance of the General Accounting Office Policy and Procedures 
Manual, printing of monthly and quarterly pamphlets and annual volumes of 
decisions of the Comptroller General and the Annual Report of the Comptroller 
General of the United States. 











n) 
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07. Other contractual services : 
RTT EA SEI an cae Slat ea Nasi cp eb a epee diet eng, 
NNN Tg acs cect sa pane abc rigs ea iene evsk en choy sc eleeipr pad mines ocinccfeacds <o 


Disference...............20uixt peshrrnstest. ee ee 


The $275,000 increase in this object class is required to provide for the General 
Accounting Office contribution for health benefits to employees under the Federal 
Employees Health Benefits Act of 1959, Public Law 86-382, September 28, 1959, 
which takes effect on the first day of the first pay period which begins on or 
after July 1, 1960. There follows a detailed breakdown of this object class 
showing estimated costs of the various services: 

1960 1961 Increase, 1961 
over 1960 


07 Other contractual services 


07 Other contractu ervices, miscellaneous $12, 000 $12, 000 

07.2 Credit reports 50, 000 50, 000 

7.5 Group life insuranes 119, 000 119, 000 

07.6 Health insurance : 275, 000 +-$975. 000 
Tota 2 . 181, 000 456, OOO +-275, 000 


Services performed by other Government agencies 


a7 Other contractual services, miscellaneous 
Public Health Service 35, OO 35. 000 
(yenetr Services Administration 21, 000 21. 000 
Department of State 1, OOO 1. 000 
7.1 Security investigations, Civil Se ce Commission 46, O00 96, 000 
7.4 Administrative ipport, overseas branch, Depart 
ment oi Stat 51, 500 51, 500 
lotal 204, 500 204, 500 
Grand total, 07 385, 500 660, 500 4-975 000 


The estimate provides for security investigations pursuant to Executive Order 
10450 dated April 27, 1953; the contributions for group life insurance and group 
health insurance to be paid from the General Accounting Office appropriation in 
accordance with Public Law 598, August 17, 1954, and Public Law 86-382, Sep- 
tember 28, 1959; reimbursement to the Public Health Service for the General 
Accounting Office’s proportionate share, on a per capita basis, of operating the 
health unit in the U.S. General Accounting Office Building, Washington, D.C., 
and health facilities in certain regional offices: reimbursement to the Depart- 
ment of State for providing administrative support to the European and Far 
East Branches and for provision of translating services. Also included in this 
object class are funds for repair and maintenance of office equipment and furni- 
ture, services in connection with moving and space requirements, and for credit 
reports utilized in the settlement of debts due the United States. 


O8. Supplies and materials: 
Estimate 1960 _ $215,000 
Estimate 1961 ~....._ aks j j 215,000 


rhe amount requested is the minimum requirement to meet normal operating 
needs for all types of supplies and materials. 


09. Equipment : 
Estimate 1960 : ; $85,000 
Estimate 1961 8 a 85.000 
The estimate of $85,000 is required to continue the gradual replacement of 
typewriters, calculators, adding machines, and duplicating equipment, and to 
acquire necessary office furniture and fixtures. 
11. Grants, subsidies, and contributions: 
Estimate 1960 : , adie : $2,260,000 
Estimate 1961 _- ES = , 2,240,000 


Difference | 33 : sts $20,000 
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The amount requested provides for contributions from the appropriation to 
the civil service retirement fund. The requirement for 1961 is reduced by 
$20,000 because of the decrease in the number of personnel requested for 1961. 


12. Pensions, annuities, and insurance claims: 
I es a ea ee 
I Ie 17.500 
The amount required is to cover the retired pay of the former Comptroller 
General of the United States, pursuant to Public Law 161, July 18, 1953. 


13. Refunds, awards, and indemnities: 
ON ON ee et ok ah, bik ideas hte bade 
ERNNO EOE Gecccrccieenntouncun seat iid scare ties i vtech ne 


‘rhe estimate is to provide for cash awards to employees who receive approval 
by the Comptroller General of beneficial suggestions submitted by them, or who 
are granted cash awards for outstanding performance, as a part of the incentive 
awards program. 


15. Taxes and assessments: 
SINE II sen casey cron exes 
Estimate 1961 


Se $3,000 
aa eee lec ica nel aise Ntaclon lapel sense niles eacirin pha 3,000 


The amount of $3,000 is required as the contribution from the appropriation 
for employees on the rolls who will remain under the Federal Insurance Contri- 
butions Act. 


TRAVEL ESTIMATES 


Mr. Tuomas. Your big item is travel. One year you complained 
you did not have enough travel money. I notice your travel money 
is remaining constant for 1960 and 1961, $2,400,000. 

Mr. Campse.L. Yes, sir. That is direc tly related to the size of the 
staff. 

Mr. THomas. What was your unobligated balance for travel as of 
January 1this year? Your other objec ts show an increase of $240,000 
and you ts ake that off of your dec rease in eam The other objects 
go from $3,490,000 this year to $3,730,000 for 1961, but your big item 
of increase of $275,000 is your health i insurance program, so your other 
objects would show a decrease of virtually $35,000 had it not been 
for this new item. 

Mr. Feenry. We have obligated $1,013,525 as of December 31, about 
42 percent of our estimate. 

Mr. Tuomas. Is there an unexpended balance / 

Mr. Freenry. We do not expect to have much of an unexpended 
balance because our travel picks up in the last quarter of the fiscal year. 
Then, of course, we have one unforeseen thing. We do not know 
whether Congress will pass the increased per diem bill. If it does, 
it will affect our travel. 

Mr. Campseit. I do not think that will come into it too much. I 
think we will probably need $2.4 million. If we can come within 
$50,000 of it, we are doing very well. 





EXPENSES OTHER THAN TRAVEL 


Mr. Toomas. Under 07, other contractual services, you have a plus 
of $275,000. That is the new health insurance. 

Mr. Freeney. Yes, sir. 

Mr. Tuomas. That isa matter you cannot do anything about. Your 
group life insurance is $119,000. What is your big item, $2,240,000 

Mr. Feeney. The payment to the Civil Service Commission. 
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Mr. Tuomas. That is your contribution. What you virtually have 
here is about $2,600,000 in items that you did not have 5 or 7 years ago. 

Mr. Freeney. That is right. 

Mr. Tuomas. Instead of your other objects remaining around 14 
or 15 percent now what are they? How do they compare with your 
salary expenses / 

Mr. Feeney. Ina ratio, Mr. Chairman ? 

Mr. Tuomas. Yes. 

Mr. Frenry. The salaries run about $35 million. These run $314 
million. 

Mr. Tuomas. They run about 30 percent. 

Mr. Frrenry. No, 10 percent. 

Mr. THomas. You are still not within 10 percent, are you ? 

Mr. Freeney. Yes. Our total estimate here for other objects, 
$3,730,000 

Mr. Triomas. You are right. This agency is the lowest in Govern- 
ment in other objects; yet you have about 50 or 60 percent of your 
other objects that are items you did not have 5 or 6 years ago. 

Mr. Jonas. How can you cut down on utilities and rents? 

Mr. Freeney. That is on IBM equipment, on a function which we 
do not have any longer. 

Mr. Tuomas. I did not add in your travel. Your other items with 
travel is around $614 million. It is still around 20 percent. That is 
lower than most of them. 

Mr. Feeney. That is right, including travel. 

Mr. Tuomas. Printing and reproduction is a constant figure of 
$120,000. You make a contribution of $96,000 to the civil service 
fund for security investigations which is a constant figure. Don’t 
you have an unexpended balance for 1960% You don’t spend that 
much having your folks investigated. Your turnover is not that 
big, is it / 

Mr. Feeney. Yes, sir. 

Mr. Tuomas. What is it ? 

Mr. Fiynn. It will be 12.4 percent for the year. 

Mr. Tromas. You have a lower turnover than anybody. The aver- 
age for the Government is 16. 

Mr. Freeney. Printing and reproduc ‘tion, you asked for, Mr. Chair- 
man, we have obligated up to January 31, $58,000. 

Mr. Tuomas. You will have an unexpended balance in that item. 

Mr. Fernry. We probably won't have much in there. 

Mr. Tuomas. Tell us about your supplies and materials and equip- 
ment. These are constant items of $300,000. 

What are they for / 

Mr. Freeney. Our supplies, a great deal of it is on our reproduction 
work, letters, paper for all of the reports. 

Mr. THomas. You say— 

The amount requested is the minimum requirement to meet the normal operat- 
ing needs of all types of supplies and materials. 

Mr. Freney. That is right, sir. In 1959 we spent $213,000. Our 
estimate for supplies and materials for 1961, is $215,000. 


Mr. Tuomas. “E squipment is required to continue the gradual re- 
placement of typewriters. 
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Mr. Freeney. Yes,sir. That is one item. We have some dating back 
tothe early forties. 

Mr. Tuomas. Do you have an unexpended balance for 1959 in either 
of those two items? 

Mr. Frenry. No,sir. We spent $89,857 in 1959 on equipment. Our 
estimate for 1960 is $85,000 and for 1961, $85,000. 


SECURITY CLEARANCES 


Mr. Campsett. Mr. Chairman, may I go back for a moment to the 
matter of field investigations of our personnel and the cost of it? 
The civil service charge, as you know, is $370 per person but we have 
probably the highest per capita requirement with respect to clear 
ances. We are required to have a great many people cleared for 
defense and also for AEC. Then, of course, we have our turnover, 
I think one of the reasons that our per capita cost is so high is so 
many of our people are cleared. They have to be cleared so we can 
put them into a particular place very quickly. 

Mr. THomas. Do you have any field investigations or are they 
mainly done by civil service? If you have a field investigation it 
would be FBI. 

Mr. Campreiy. Yes. 

Mr. Tuomas. Then you would spend $525, I believe. 

Mr. Camper... In fiscal year 1959, we had 255 civil service investiga- 
tions which cost us $370 each. 

Mr. Tuomas. So you think that $96,000 now will not be any too 
much? You will not have an unexpended balance as of June 30 of 
this year? 

Mr. Feenry. W e do not expect to. 

Mr. Camppetu. We cannot go over. We always have to have a little 
left over. 

Mr. Tiromas. You have to have a little cushion there, Judge? 
| Mr. Campse.t. I think rather than a cushion it would be kind of a 
sheet. 


Mr. Tuomas. Mr. Boland ? 


RECEIPT OF INFORMATION FROM NATIONAL AERONAUTICS AND SPACB 
ADMINISTRATION 


Mr. Botanp. Has the National Aeronautics and Space Administra 
tion given you all the information you want now / 

Mr. Campsetn. No. 

Mr. Bo.anp. Since you appeare .d before the legisl: itive committee ? 

Mr. Campseti. No, sir. Asa result of a suggestion by Congressman 
McCormack, Mr. Glennan came to see us, but we did not arrive at any 
conclusion and the matter is right where it was. The substance of that 
dispute 1 is this: It is rather interesting. We were asked by the Space 
Committee of the House, to evaluate the selection of two contrac tors, 
and so I thought that in order for me to evaluate the job, I at least 
should have the same information that the Director of the Agency 
had but he did not think that we were entitled to that information. 

Mr. Tuomas. Why? 

Mr. Camppeiy. On the basis of executive privilege. To me it was 
a very simple kind of approach. We merely said we would like to 





ar 
be 








789 


have for our evaluation the same information the Director had when 
he made his evaluation, and he didn’t think that was appropriate. 

Mr. Botanp. I think actually he bases it on the conclusions which 
are given to him by subordinates within his agency, the source selection 
board. This isa board which is appointed by whom ? 

Mr. Campse.y. By the Director. 

Mr. Botanp. Are they paid employees of the Federal Government? 

Mr. Camppeti. Yes. They are members of the staff of NASA. 

Mr. Ketter. They may be the head of a division, a law yer, and an 
official in the financial management field. 

Mr. Botanp. This impasse is the old story of whether or not you are 
encroaching. 

Mr. Camppe.i. This is important. The use of source selection 
boards is set forth in the Federal Register. I assume one of the reasons 
for so doing was to assure the contractors in the country that the 
Director is not going to capriciously give out contracts. He is going 
to have a selection board to give him a recommendation. 1 say that 
since it is so important that he have such a board to guide him that I 
should have their views to guide me. 

Mr. Botanp. It is his contention that the findings and recom- 
mendations made by the source selection board are for his own use 
and not for the use of the Comptroller General’s Office ? 

Mr. Ketier. That is right, or for the Congress. 

Mr. Botanp. I have been reading the “hearings. You appeared 
there. I thought you did a good job, Mr. Counsel, before them, on the 
%th and 29th. 

Mr. Tuomas. Did it not develop in the deficiency hearing that half 
of their deficiency money was created by virtue of the contractor 
creating an overrun ¢ 

Mr. Botanp. Yes. That was developed. That is the reason why 
they submitted the deficiency. 

Mr. Campse.t. We are not looking for a small memorandum from 
Counsel of the Agency to the Director or from subordinates back and 
forth on the informal opinions on things. We are talking about 
formal reports. 

Mr. Botanp. You want the information in the formal report upon 
which the Director himself bases his conclusion or decision. 

Mr. Campseiy. Yes, sir. 

Mr. BoLanp. How is it ever going to be resolved ¢ 

Mr. Camppexu. I do not know. 

Mr. Botanp. It actually cannot be resolved by statute, can it? It 
is your contention that the statute itself gives the Congress the right 
to the information and gives the ¢ ‘omptroller General’s Office the 
right. 

Mr. Ketter. The Budget and Accounting Act, 1921, is very clear 
on that point. 

Mr. Botanp. Actually, I suppose the question of executive privilege 
will never be resolved unless we have a test case on it sometime. I 
want to compliment the Comptroller General’s Office for the job it 
did in the hearing. It points out a very serious deficiency with re- 
spect to this particular agency because it will spend better than a 
billion dollars. 

Mr. Ruopes. Will the gentleman yield ¢ 
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Mr. Botanp. Yes. 

Mr. Ruopes. That is the point I brought up a while ago. In the 
ICA bill last year we did say the President himself would have to 
invoke the executive privilege and the executive department has 
apparently accepted this approach. Therefore, this might be a for- 
mula which could be used in other branches of the Government. 

Mr. Tuomas. Would you submit some language to the committee 
that would strengthen the hand of the General Accounting Office in 
looking into the affairs of the space agency? Not that we want to 
write it into law, but we would like to have the benefit of it in writing 
out our report. 

Mr. Ketier. We will be glad to submit that. 

Mr. THomas. What could they do to help your agency they are not 
doing now, besides giving to you what they call confidential informa- 
tion which is ¢ reated within the staff and only for the use and benefit 
of the staff ? 

Mr. Kerier. Mr. Chairman, it is my understanding as far as our 

regular work is concerned in the space agency that we have had very 
good cooperation. The only point of issue is this one case of source 
selection board reports. 

Mr. Tuomas. The source selection board apparently has some stat- 
ure intheagency itself. It isa separate entity. 

Mr. Kruuer. It is a formal board established by the Administrator 
to recommend selection of contractors to him where the procurement 
is going to run in excess of $1 million, and it is my guess there will 
be a lot of contracts in excess of that amount insofar as the space 
agency is conce -rned. 

Mr. Tuomas. Mr. Jonas? 

Mr. Jonas. No questions. 

Mr. THoomas. Mr. Rhodes? 

Mr. Ruopes. I ee no questions. 

Mr. Tuomas. Mr. Campbell, we thank you and your very able staff 
for your courtesy. We want to comme nd you on your good judgment 


and your good work. <A lot of good luck to you until we see you again. 
Mr. Campseit. Thank you, Mr. Chairman. 
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Wepnespay, Marcu 9, 1960. 


HOUSING AND HOME FINANCE AGENCY 
WITNESSES 


NORMAN P. MASON, ADMINISTRATOR 

LEWIS E. WILLIAMS, ASSISTANT ADMINISTRATOR (ADMINIS- 
TRATION) 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 

NATHANIEL J. EISEMAN, BUDGET ANALYST 

PERE F. SEWARD, ACTING COMMISSIONER, COMMUNITY FACILI- 
TIES ADMINISTRATION 

DOROTHY BOYCE, EXECUTIVE OFFICER, COMMUNITY FACILITIES 
ADMINISTRATION 

DAVID M. WALKER, COMMISSIONER, URBAN RENEWAL ADMINIS- 
TRATION 

WILLIAM H. GELBACH, JR., DIRECTOR, ADMINISTRATIVE MAN- 
AGEMENT, URBAN RENEWAL ADMINISTRATION 


Mr. Tuomas. The committee will please come to order. 

We have with us this morning the Office of the Administrator of the 
Housing and Home Finance Agency. We have our able and distin- 
guished Administrator, Norman P. Mason; Lewis E. Williams, Assist- 
ant Administrator for Administration; John M. Frantz, Agency 
budget officer; Nathaniel J. Eiseman, budget analyst. 

From the C ‘ommunity Facilities Administration, Pere F. Seward, 
Acting Commissioner, and Miss Dorothy Boyce, executive officer. 

From the Urban Renewal Administration, David M. Walker, Com- 
missioner, and William H. Gelbach, Jr., Director of Administrative 
Management. 

It is nice to have all of you here. 

Have you a statement for us, Mr. Administrator? 

Mr. Mason. Yes, I have, Mr. Thomas. 

Mr. THomas. You may proceed with your statement, Mr. Admin- 
istrator. 

GENERAL STATEMENT 


Mr. Mason. Mr. Chairman and members of the committee; it is 
always an occasion of special importance to me as Administrator 
to have this opportunity to appear efor your committee and present 
our budget. 

I would like first to make a few comments on the general housing 
picture as I see it. I have been saying for some time that in my 
opinion 1960—the calendar year 1960—will be a good year in housing. 
Not everyone has agreed with me, but I feel more convinced as we 
get closer to the spring building season, and as we see what is happen- 
ing in the mortgage market. I think that opinion in the industry 
is now quite generally swinging around to this point of view. 

When I speak of a good year I don’t mean a boom year or a record 
year—I mean a eood, active, productive year, with perhaps 1,200,000 
new private starts or even a few more. I think that starts will be a 
bit slow in the next 2 or 3 months, because we will be seeing the results 
of the shortage of mortgage money last fall. Then there should be 
a fairly rapid upswing. As you gentlemen know, it takes some time for 
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builders to find out that money has become more available, and then 
to translate that discovery into new building plans and actual oper- 
ations. So when the money situation eases, we don’t see a spurt in 
building the following week. 

As to the money situation—it has definitely improved in the last 
few weeks. Money is now available for mortgages. It isn’t cheap, 
but it can be found in the market. In my opinion, there will be sufi- 
cient funds available to support the volume of building I have sug- 
gested will occur. Perhaps as we go along, and if there are not new 
developments which put too much pressure on the market, we may 
see some improvement in the price as well as the supply. However, | 
do not look for anything dramatic along these lines. 

In the balance of this calendar year and fiscal year 1961, I think 
we shall also see good progress in many of our speci: al-pur pose housing 
programs—especially in housing for the elderly, housing in connection 
with urban renewal, and housing of displaced families. We are 
making special studies and efforts in all these areas, and plan still 
others. 

In this connection I would like to call to your attention a new item 
in this budget—a request for $600,000 to initiate a program of housing 
studies. This is a subject which I have discussed with congressional 
committees, with our Agency advisory committees, and with liter ally 
dozens of trade and industry groups. I am more convinced than ever, 
Mr. Chairman, that we need more and better information about this 
complex business of housing and urban renewal. 

Mr. Tuomas. It isnot a new program, is it / 

Mr. Mason. No, it is not. It is the implementation of a program, 

The Congress, the Housing Agency, ae various facets of industry 
and of local government involved—all of us need more and better 
facts if we are to do our part of the se Me ‘Higently and effic lently. 
I am sure you know of the very active interest in this subject of the 
Banking and C urrency Committees in both the House and Senate. 
Let me say that I am convinced that the results of these studies would 
be equally valuable to the Appropriations Committees in their work 
with our annual budgets. ] strongly hope that this committee will 
agree, and will make these funds available so that we can get a program 
started. I want to assure you that I will personally give a lot of 
attention to this activity, and see to it that these funds are used 
carefully and to best advantage. 

Turning now to the specifies of the budget for my own office and 
for Urban Renewal Administration and Community Facilities Ad- 
ministration, we are requesting administrative funds totaling $12, 
832.000 for 1961 as compared with $12,070,000 this year—an increase 
of $762,000. As you go through our jus stifications. the committee will 
note that we propose only one substantial increase. That is an merease 
of somewhat more than $1 million for the administrative expenses 
of our urban renewal programs. Urban renewal, as you know, has 
become a big national program. It has grown every year since it 
began, and it is still growing. Since I became Administrator and Mr. 
Walker Urban Renewal Commissioner, we have put a great deal of 
time and effort into simplifying urban renewal proc edures and require- 
ments and to put greater responsibility on the local public agencies. 
I think we have achieved a good deal along these lines, which has 
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enabled us to make some reductions in employment in the central office 
and to plan some further reductions. Nevertheless, with more com- 
munities and more projects in the program, it will be necessary to 
strengthen our regional office staff if we are to do our part of the 
urban renewal job promptly and efficiently. In this connection, you 
may be interested in the table which appears on page F-31 of the 
justifications, and which shows estimated increases in workload in 
1961 ranging from a little more than 5 percent in planning to increases 
of 30 pereent and 35 percent in such execution activities as land 
acquisition and disposition. 

Our estimates also contemplate one substantial decrease : a reduction 
of about 20 percent in administrative expenses for college housing 
loans. This results from the Administration’s decision to recommend 
to Congress a new approach to financial assistance to colleges and 
universities. If the Congress agrees with this proposal, our task in 
the future will be limited to carrying the existing program to comple- 
tion—a job which will take 2 or 3 years even with no new loans 
being made. After that we would have no direct responsibility other 
than continuing servicing of the bond portfolio, with a budget which 
certainly would be much smaller than we will require for the next 
vear or two. 

Apart from these two major items, our budget proposes to continue 
the various programs in 1961 at levels just about the same as those 
for this vear. 

Mr. Chairman, this concludes my introductory remarks and I am 
ready to answer your questions. You have already heard from Mr. 
Davern and Mr. Zimmerman, and Mr. Baughman will be here this 
afternoon. If the committee has any questions to ask me concerning 
their programs, I will be glad to answer them this morning or to return 
at another time at the committee’s convenience. 

Mr. Tuomas. That is a very good statement. It is short and to the 
point. You provide a wealth of information in your justifications. 
What are some of vour main headaches ? 


URBAN RENEWAL 


Mr. Mason. The growth in our program, as you know, is in the 
urban renewal field. This program has been implemented in execu- 
tion for 2 years 

Mr. Tuomas. It has been on the books, though, for 11 years, has it 
not ¢ 

Mr. Mason. That is correct. We have been attempting to be sure 
that we do not get into bad habits of too much supervision, and still 
have enough supervision. We have been simplifying our program, 
our manual, so the local agency will be able to work more quickly and 
with less redtape, we hope. We ran a little test on one and found 
there was almost a year’s savings in time in getting these underway 
with the new manual, 

Mr. Tuomas. At one place in the budget you listed around 86 new 
employees, for a total of about $12,832,000. Is that all administrative 

or nonadministrative expense ¢ 
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ADMINISTRATIVE AND NONADMINISTRATIVE EXPENSES 


Do you make a distinction in your budget between administrative 
and nonadministrative expense 

Mr. Frantz. Yes, sir; we do. The last section of the justification 
book summarizes the total, Mr. Chairman, of the administrative and 
nonadministrative. The administrative for 1961 is $12,832,000, reim- 
bursements and working funds, $4,019,000; for a total of $16,851,000, 

Mr. Tuomas. That is in excess of the appropriated funds here, is 
it not? 

Mr. Frantz. That is correct; yes, sir. As you know, the group 
which we call reimbursements and working funds consists largely of 
inspection and audit activities which are financed by fees. 

Mr. Tuomas. Which are charged to the project ? 

Mr. Frantz. Which are charged to the project ; that is correct, sir. 
It also includes our part in the school construction program under 
Public Law 815, which is financed by the Department of Health, 
Education, and Welfare. 


NONADMINISTRATIVE LIMITATION 


Mr. THomas. We really have a limitation in here of that nonadmin- 
istrative fund of $2,900,000, and in the administrative the limit is 
$10,637,000. Your nonadministrative fund in truth and in fact is 
not $2,900,000 ; it is about $4,300,000, is it not ? 

Mr. Frantz. The total reimbursements and working funds is a 
little over $4 million in 1961. Of that, $3 million is the nonadminis- 
trative audit and inspection—$3 million of the $4 million. 

Mr. THomas. What does this $2,900,000 cover, then, in the limita- 
tion ? 

Mr. Frantz. It covers three programs, Mr. Chairman: inspection 
and audit for slum clearance and urban renewal, for public facility 
loans, and for college housing loans. 

Mr. Tuomas. That is really for audit onsite? 

Mr. Frantz. That is right. 

Mr. THomas. That is charged tothe projects ? 

Mr. Frantz. Fiscal audit and inspection onsite; yes, sir, that is 
correct. 

Mr. Tuomas. That amounts to about $4,200,000. 

Mr. Frantz. $3 million next year; $2.9 million is the limitation 
this year, but we will not spend that much this year. 


OTHER REIMBURSEMENTS AND WORKING FUNDS 
Mr. Tomas. What is the difference between your $4 million and 
your $2,900,000 ? 


Mr. Frantz. The difference between the $3 million and the $4 mil- 
lion next year 





Mr. Tuomas. There is a limitation in the committee print prepared 
by the Bureau of the Budget of $2.9 million. 

Mr. Frantz. Yes,sir. That is for 1960. 

Mr. Tuomas. Where does the excess come from? Is that for your 
HEW program ? 

Mr. Frantz. Yes, sir, largely ; almost entirely. 
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Mr. THomas. When you say largely and almost entirely, what is 
the remainder of it ? 

Mr. Frantz. The remainder of it is $14,000 of miscellaneous reim- 
bursements. 

Mr. Tuomas. It can all be charged up to reimbursements by other 
agencies? 

Mr. Frantz. That is correct, yes, sir. 

Mr. Tuomas. So the limitation covers everything in the way of 
nonadministrative expenses except reimbursements from other agen- 
cies, and about 95 or 96 percent of that comes from HEW. 

Mr. Frantz. That is right, sir. 


ITEMS NOT UNDER LIMITATION 


Mr. Tuomas. Do you have any expense, administrative or nonad- 
ministrative, in this budget other than what I have just mentioned ? 

Mr. Frantz. That is, not subject to limitation ? 

Mr. Tuomas. Yes. You pointed out one item, your reimbursement 
from HEW. Are there any others? 

Mr. Frantz. The only other item, I think, Mr. Chairman, is the 
community disposition program where we are disposing of the AEC 
properties. There is no limitation in the appropriation act on that. 
That is the only other item. 

Mr. Tuomas. That covers it all? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. You will wind up that program during fiseal 1961, I 
believe. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Gentlemen, are there any general questions? (No 
response. ) 

SALARIES AND EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
binky pantie > ‘ a ‘ ee a 


Program by activities: 





1. General agency supervision jiide f $1, 142, 364 $1, 214, 000 $1, 300, 000 
2. Consolidated compliance activities. ___- F nl 623, 635 632, 000 | 637, 000 
3. Voluntary home mortgage credit 241, 651 290, 000 300, 000 
4. Community disposition activities 604, 368 325, 000 110, 000 
5. Community facilities programs: | 
(a) Publie works planning advances 517, 825 | 530, 000 600, 000 
(b) College housing loans - _. 1, 596, 567 | 1, 723, 000 1, 400, 000 
(c) Public facility loans _- 473, 438 | 525, 000 530, 000 
(d) Liquidating activities 189, 729 | 155, 000 | 155, 000 
(e) School construction : ‘ 987, 189 | 1, 000, 000 900, 000 
(f) Project inspection and audit - 775, 080 | 1, 000, 000 | 800, 000 
6. Urban renewal program: } 
(a) Urban renewal activities 6, 068, 706 6, 676, 000 7, 800, 000 
(6) Project inspection and audit . 1, 248, 790 | 1, 600, 000 2, 200, 000 
7. Miscellaneous services performed for other agencies 42, 084 14, 000 14, 000 
Total program costs... - 14, 511, 426 15, 684, 000 16, 746, (00 
8. Relation of costs to obligations: Costs financed from } 
obligations of other years (unpaid undelivered orders), | 
net (—) — 48, 487 
Total program (obligations) 14,462,939 | 15, 684,000 | 16, 746, (00 
Financing 
Comparative transfers to other accounts 42,078 
1959 appropriation available in 1958 48, 487 | | 
Advances and reimbursements from other accounts —6,017,913 | —6, 342,000 | —6, 109, 000 
Unobligated balance no longer available 148, 409 
Appropriation (new obligational authority) = 8, 684, 000 9, 342, 000 | 10, 637, 000 
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Object classification 





1959 actual | 1960 estimate | 1961 estimate 


Total number of permanent positions__ ‘ 1,813 1,914 1, 97% 
Average number of all employees 1,611 1,713 re 824 
Number of employees at end of year 1, 652 1,813 L RRA 
Average GS grade and salary a : sae & EE 89 $7,229) 9.1 $7,397 | 9.1 $7, 482 
01 Personal services: 
Permanent positions_._. 355 sii $11, 734, 652 $12, 653, 000 $13, 521, 000 
Other personal services _ __ 111, 448 160, 000 | 110, 000 
Total personal services 11, 846, 100 12, 813, 000 13, 631, 000 
02 Travel 702, 452 869, 000 994. 000 
03 Transportation of things 19, 172 18, 000 26, 000 
04 Communication services : 263, 84 275, 000 297, (Kx 
05 Rents and utility services ~ 285, 380 284, 000 223" (KK) 
06 Printing and reproduction 147, 094 150, 000 160, 000 
07 Other contractual services , 174, O80 164, 000 279, 000 
Services performed by other agencies__. 143, 977 148, 000 103, 000 
08 Supplies and materials 107, 157 115, 000 122, 000 
09 Equipment 107, 506 75, OOM 88, 000 
11 Grants, subsidies, and contributions 685, 804 742, 000 TRS, OOK 
13. Refunds, awards, and indemnities 10, 791 12, 00 15, 000 
15 Taxes and assessments 17, 067 19, 000 20, 000 
1959 program obligated in 1958 t8, 487 
Total obligations 14, 462, 939 15, 684, 000 16, 746, 000 


JUSTIFICATION OF THE ESTIMATE 


Mr. Reporter, let us take a look at the introductory statements and 
put pages A—1 through A-15 in the record. 
(The pages referred to follow :) 


OFFICE OF THE ADMINISTRATOR AND OPERATING PROGRAMS OF COMMUNITY FACILITIES 
ADMINISTRATION, URBAN RENEWAL ADMINISTRATION 


INTRODUCTION 


This volume presents budget estimates and justifications for the Office of the 
Administrator proper, and for those programs assigned to the Administrator 
directly by law and carried out by him through the Community Facilities Ad- 
ministration and the Urban Renewal Administration. 

The Office of the Administrator proper provides staff assistance to the Ad 
ministrator necessary to permit him to discharge his responsibilities as head 
of the Agency, and, in addition, carries out certain operating functions and pro- 
vides staff assistance to the two operating constituents, Community Facilities 
Administration and Urban Renewal Administration. The principal activities 
of the Office are the following: 

1. Assistance to the Administrator in the supervision and coordination of the 
Agency as a whole and its programs. 

2. Provision of a consolidated compliance and investigative activity for the 
entire Agency. 

8. Provision of consolidated staff and general services for the operating con- 
stituent units: Community Facilities Administration and Urban Renewal 
Administration. 

4. Provision of staff and supporting services and facilities for the National 
Voluntary Mortgage Credit Extension Committee and the 7 regional committees 

5. Administration of the program for disposition of the Government-owned 
properties at Oak Ridge, Tenn., and Richland, Wash., as provided in the Atomic 
‘nergy Community Act of 1955 and Executive Order 10657. 

The Community Facilities Administration is responsible for the following 
programs detailed in this justification : 

1. The program of advances for public works planning, authorized by section 
702 of the Housing Amendments of 1955. 

2. The program of college housing loans, authorized by title IV of the Housing 
Act of 1950, as amended. 

3. The program of public facility loans authorized by the Housing Amendments 
of 1955. 





em 


pr 


tit 
the 


se 


an 


by 
19 


la 
ar 
tic 
sil 
in 


el 
of 
ye 


re 


pl 


Q! 


bi 


L 


r 


', 





ee 


797 


4. The several liquidating programs (except for those relating to war and 
emergency housing) under the revolving fund (liquidating programs). 
The Urban Renewal Administration carries out three major and related 
programs, as follows: 
1. Slum clearance and urban redevelopment and renewal, under the original 
title I of the Housing Act of 1949 and under the broadened concept embodied in 
the amended title I under the Housing Act of 1954 and subsequent legislation. 
2. The program of demonstration grants to assist in the development and dis- 


semination of urban renewal techniques, authorized by section 314 of title I as 
amended by the 1954 act. 

3. The program of matching grants for urban planning assistance authorized 
by section 701 of the Housing Act of 1954, as amended by the Housing Act of 
1959. 

Operations in connection with most of these programs and activities have been 
largely delegated to the regional offices of the Administrator. Since they all 
are carried out through an organization which is integrated in important fune- 
tions in Washington, and almost entirely so in the field, they are presented as a 
single combined budget, and are discussed and justified, both individually and 
in total, in this volume. 


SUMMARY OF THE BUDGET 


For all of the programs and activities enumerated above, the budget requests 
appropriations and limitations totaling $12,832,000, representing an estimated 
employment at the end of the fiscal year of 1,461 persons. This is an increase 
of 88 employees and $762,000 above the estimated levels for the current fiscal 
year. 

The principal reason for the larger request is to provide the staff resources 
required for the administration and operation of the expanding urban renewal 
programs. 

In addition, as described in more detail in section N of this justification, the 
Office of the Administrator is engaged in certain other activities which are 
financed through reimbursements and working funds. Accordingly, the following 
summaries of obligations and employment show both the net and the total 
budget program. 

Analysis of obligations 


1960 1961 | Net 
estimate estimate | change 
| | 
Community facilities programs $2, 933, 000 $2, 685, 009 | — $248, 000 
Urban rene'val program | 6, 676, 000 7, 890, 000 | +1, 124, 000 
All other Office of the Administrator programs and activities 2, 461, 000 2, 347, 000 | 114, 000 
Subtotal—net budget sicher cies ertond 12, 070, 000 12, 832, 000 | +762, 000 
Reimbursements and working funds j 3, 729, 000 4.019, 000 | +-290, 000 
Total budget. _. ‘ nee 15,799,000 | 16,851,000 | +41,052,000 
| 


Analysis of June 30 employment 


1960 estimate | 1961 estimate | Net change 


Community facilities programs 338 289 —49 
Urban renewal pr°grams | 784 | 922 | +138 
All other Office of the Administrator programs and activities 251 250 -} 
Subt°tal—net budget ‘ ee, 1, 373 1, 461 LR8 
Reimbursements and working funds at 441 | 424 | 17 
Total budget _ _--- 1, 814 1, 885 +71 


Distribution of employment by location 

Employment for the budget year 1961 follows the trend shown for the cur- 
rent year 1960 in terms of the distribution of central office and field employees. 
Net central office employment continues to decline and field employment in- 
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creases proportionately to the rise in program volume. This is shown in the 
following table: 





Estimate Estimate | Net change 
1960 1961 | 
| 
Headquarters staff: 
Net budget 530 520 | ~10 
Reimbursements and working funds ; 48 45 wal 
| es 
Subtotal, central office ____- 578 | 565 | ~13 
Departmental staff at field locations: 5% 
Net budget ; 50 7 | ~3 
Reimbursements and working funds 71 | 72 +1 
Subtotal 121 119 | “2 
Regional offices: eb 
Net budget \ 793 | 804 | +101 
Reimbursements and working funds $22 | 307 | ~15 
Subtotal 1,115 1, 201 +86 
Subtotal, field locations and regional offices 1, 236 1, 320 | bg 
Total employment ; 1, 814 | 1, 885 | +71 
' ' 


This summary shows that the staff increases requested are for assignment 
at the field level. The consolidated program highlights table on the following 
page summarizes some of the principal workload factors for the operating pro- 
grams of the Community Facilities Administration and the Urban Renewal Ad- 
ministration. It can be noted that many of these workload items increase at 
substantial rates or remain at the high levels of activity being experienced 
during the current year. 


Consolidated program highlights, selected workload factors 
| 1960 estimate | 1961 estimate 
Community facilities programs 
Public works planning advances (sec, E) 


Application received 650 650 
Advances approved (gross) 515 515 
Plans approved... ; 375 375 
Repayments 150 | 190 
College housing loans (sec. H): 
Loans approved 180 138 
Contract awards 167 198 
Bond purchases . 200 | 215 
Project completions - ties : 231 180 
Public facility loans (sec. I) 
Applications processed ; 129 140 
T.oans approved (gross) 90 95 
Contract awards 3 93 100 
Bond purchases 114 104 
Urban renewal programs (sec. F): 
Workable programs actions 790 890 
Planning activities during year 484 | 512 
Projects in execution during year__ 465 | 550 
Projects completed 25 40) 
Demonstration projects, active 29 31 
Urban planning projects, active _- india 368 | 383 


Field staff requirements 


All of the net increase in staff proposed in the budget program is for assign- 
ment to the Agency regional offices. This emphasis on field employment is in 
recognition of the fact that as the urban renewal and community facilities 
programs continue and expand, the Agency necessarily must be in contact with 
thousands of communities, local public agencies, and institutions all over the 
country. 

Some 414 communities are presently being assisted by the Urban Renewal 
Administration in connection with 672 title I projects. By the end of 1961 it 
is estimated that a total of 575 localities, both large and small, will have more 
than 800 projects in process. 
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Almost 2,200 municipalities and State, interstate, metropolitan and regional 
agencies will be associated in the urban renewal programs through their par- 
ticipation in the urban planning assistance program. 

About 900 cities and towns will have active local workable programs through 
which they may qualify for direct urban renewal assistance, for the special 
mortgage insurance programs of rehabilitation and relocation housing under 
sections 220 and 221 of the National Housing Act, or for assistance in the pro- 
vision of low-rent public housing. 

Approximately 1,000 projects at some 750 colleges and universities and hos- 
pitals are represented in the college housing loan program. 

Cities and towns and local public agencies receiving interest-free advances for 
planning local public works projects are estimated to increase from about 1,200 
to over 2,000 during the budget period. 

The number of smaller communities which will receive technical and financial 
assistance through the public facility loan program is expected to increase from 
some 200 to about 400. 

These estimates illustrate the essentially local character of the programs under 
the management and supervision of the Agency. Accordingly, the budget pro- 
gram has been directed towards the necessary field staff. 


BUDGET SUMMARY BY PROGRAM 


The principal aspects of the budget program for each of the programs and 
activities of the Office of the Administrator, the Community Facilities Adminis- 
tration and the Urban Renewal Administration are summarized briefly in the 
following paragraphs. 


feneral Agency supervision 


The budget estimate for Agency supervision is $1,300,000—an amount $86,000 
above funds available for the current fiscal year. The budget request will pro- 
vide the staff assistance necessary to permit the Administrator to perform his 
functions as head of the Agency and as principal housing officer of the 
yovernment. 


Consolidated compliance activities 


The expense request for this activity is $637,000—an increase of $5,000 over 
the amount available for the compliance and investigative activities of the 
Housing and Home Finance Agency for the current year. The budget proposes 
the addition of one investigator to the staff required to handle the substantial 
investigative caseload that continues to come before the Compliance Division. 


Voluntary home mortgage credit 


The staff expense estimate for this program is $300,000—$10,000 more than 
the funds available for the present year. The budget proposes the continuation 
of the present staff operating through seven regional committees to facilitate 
the flow of mortgage funds into small communities and remote areas, and for 
minority groups. 

Public works planning advances 


The budget request for the third advance planning program is $600,000, an 
increase of $70,000 over the amount available for the current fiscal year. The 
proposed addition of 7 employees to the field staff will provide the total staff 
required to handle about 650 applications, the approval of more than 500 
advances, and some 375 approvals of completed plans; as well as associated 
disbursement and collection activities. 

The budget also contains an appropriation request of $7 million to augment 
the public works planning fund. Enactment of this amount will, together with 
estimated repayments of $3,500,000, provide a program of $10.5 million in 
approved advances (net). It would bring cumulative appropriations to the 
fund up to $37 million against the statutory authorization of $48 million. 


Urban renewal programs 


The administrative expense request for the urban renewal programs increases 
from $6,676,000 in fiscal 1960 to $7,800,000 in fiscal 1961. The larger estimate 
stems from the fact that workload in the urban renewal programs has increased 
rapidly as more and more projects move into the execution stages. The budget 
proposes the addition of 188 employees by June 30, 1961, in order to handle the 


53225—60—pt. 2——-51 


wih tiie 








800 


very substantial workload in being and the significant expansion reflected in 
the program estimates. 

The budget also contains the following additional appropriations of program 
funds for urban renewal: 

1. A supplemental appropriation for fiscal 1960 amounting to $50 million for 
urban renewal grants to meet disbursement requirements for projects nearing 
completion. 

2. An estimate of urban renewal grant requirements in 1961 of $150 million. 

3. A supplemental appropriation for fiscal 1960 amounting to $2 million for 
urban planning assistance grants under section 701 of the Housing Act of 1954, 
as amended and expanded by the 1959 act. 

4. A 1961 estimate of urban planning grant requirements of $4,750,000. The 
Housing Act of 1959 provided for a significant expansion in the classes of 
applicants eligible for assistance, and in the purposes for which such matching 
grants may be made. 


Housing studies 

The budget contains a new appropriation request of $600,000 for liquidation of 
contract authorization for the housing studies program. Under contract author. 
ity previously provided in the Housing Act of 1956, the Administrator would— 
if appropriations are provided—enter into six contracts or working agreements 
designed to improve the basic store of information with respect to housing 
need, supply and demand, and related home financing data. 


College housing loans 

The budget estimate for administrative expenses of the college housing loan 
program is $1,400,000, compared with the limitation of $1,723,000 for the current 
fiscal year. This reduction is consistent with the budget assumption that there 
will be no further increases in the Treasury borrowing authorization which 
has funded the loan activity, and that no new program commitments will be made 
after the present borrowing authorization has been encumbered. Year-end 
staff is expected to decline by 59 persons, as the budget program centers around 
the working out of program commitments already undertaken. 

Public facility loans 

The limitation requested for 1961 is $530,000, substantially the same amount 
as the $525,000 available for the current fiscal year. 

Legislation will be proposed to authorize an increase in the borrowing authori- 
zation of the public facility loan fund. The proposal will authorize only such 
increases as may be approved in subsequent appropriation acts. The budget 
reflects as proposed for later transmission a request for $20 million of the new 
authorization to be made available during the fiscal year 1961. 

CFA liquidating activities 

Administrative costs for conducting liquidating activities of the several pro- 
grams covered in the revolving fund (liquidating programs) are estimated at 
$155,000—the same amount available for the current fiscal year. Continued 
progress in liquidation is forecast for the current and budget years. 
Community disposition activities 

The expense estimate for this activity in 1961 is $110,000—a reduction of 
$215,000 from the $325,000 estimate of obligations for the current year. Year- 
end employment is expected to decline from 21 on June 30, 1960, to 10 a year 
later, as the budget forecasts that all properties will have been sold or other- 
wise disposed of by then. During 1961, the two field offices at Oak Ridge and 
Richland will be closed and the cleanup work centralized in Washington. 


ORGANIZATION OF BUDGET PRESENTATION 


In support of the budget program for the Office of the Administrator—in- 
cluding the activities of Community Facilities Administration and the Urban 
Renewal Administration which are financed through funds appropriated or 
authorized to the Administrator—a series of table has been included in this 
volume. These tables summarize staffing and expense requirements for the en- 
tire organization, while more detailed discussions are presented in the narrative 
justifications for each activity. The principal tables are: 

Table I which shows the sources of. funds from which the several programs 
and activities of the OA, CFA, and URA are financed. Table I follows the se 












ir- 
ar 
pr- 
nd 


in- 
an 

or 
his 
en- 
ive 


a ll 


801 


quence of appropriation and authorization language items appearing in the 
independent offices appropriation bill. Appropriation language sheets and an 
explanation of language changes proposed appear in section O of this volume. 

Table Il is organized for comparison by activity. It presents in summary 
form the budgetary experience and estimates for the 3 years covered by the 
pudget program. Each of the activities listed in table II is described in de 
tail in sections B through K. 

Table IIL shows June 30 employment and personal services costs in a com- 
parison of stafling by organization unit. Additional detail including brief 
functional statements for each organization unit is presented in the organiza- 
tion and personal services section L, below. 

Table 1V, included in section L, presents a breakdown of actual and proposed 
regional office expenses by program. ‘This is followed by a detailed discussion 
of personal services requirements by organization units in the field service. 

Table V summarizes objects of expense other than personal services for the 
3 years of the budget program. Each of the “other objects” is described in 
detail in section M. 


SOURCES OF FUNDS RELATED TO BUDGET PRESENTATION AND JUSTIFICITION 


The staff expenses of the Office of the Administrator, the Community Facilities 
Administration, and the Urban Renewal Administration are supported by funds 
from several different sources. These fall into four main classes: 

1. Appropriation of Federal funds.—The appropriation of staff expenses re- 
quested for 1961 is under the head, “Salaries and expenses.” 

2. Authorization to use corporate funds for administrative expenses.—For 
fiscal year 1961 three authorizations are requested—for college housing loans, 
for public facility loans, and for revolving fund (liquidating programs). 

3. Allocations or advances of funds appropriated to other agencies.—Funds 
appropriate to the Office of Education, Department of Health, Education, and 
Welfare, are advanced for the functions performed by the Administrator on 
behalf of the Commissioner of Education. 

4. Authorization to defray nonadministrative erpenses from fees—The ex- 
penses of protecting the Government’s interest by engineering inspection and 
audit of projects carried out through certain financial aid programs conducted 
through the Community Facilities Administration and the Urban Renewal Ad- 
ministration are classified as nonadministrative and are required to be compen- 
sated by fixed fees assessed against the beneficiaries of these programs. 

Funds from these several sources support the operating expenses of a single 
integrated organization. For efficiency and economy, most staff and common 
services for all programs are consolidated so that there is a single audit staff, 
a single general services staff, etc. In only a few cases can an entire organiza- 
tion unit be identified with a single operating program or a single source of 
funds. Similarily, in no instance is the full conduct of a program confined to 
a single organization unit. 

Some individual appropriations and authorizations provide for more than 
one program activity. For example, in 1961 the appropriation “Salaries 
and expenses” covers the programs general agency supervision, consolidated 
compliance activities, Voluntary Home Mortgage Credit program, advances for 
public works planning, and urban renewal programs. The authorization 
“Revolving fund (liquidating programs)” covers seven programs in liquida- 
tion. The other two authorizations for college housing loans and public facility 
loans cover only a single program each. 

A majority of the employees of the total office work on or serve, and their 
expenses are charged to, more than one program or activity. An expense dis- 
tribution system to maintain costs by programs is kept in the official books, 
subject to audit. This system is designed to produce reasonably accurate 
results without resorting to elaborate and expensive cost accounting procedures. 

Every effort has been made in this volume to present full and complete infor- 
mation for the consideration of the committee. To provide a complete picture 
of the organization, staff, and activities of the office, section N entitled “Reim- 
bursements and Working Funds” nas been included. This section presents 
in summary form information on estimated employment and expenses in con- 
nection with those functions which are financed by allocations and advances 
from appropriations to other agencies and from fees assessed against the bene- 
ficiaries of certain financial assistance programs. 
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Sources of funds for staff expenses 





Appropriations: Salaries and expenses: 
Annual act __- 


Supplemental apanrnriations, voluntary home e mortg: age 


credit. 


Total, salaries and expenses. 
Authorizations: 
College housing loans_---.............-- 
Public facility loans_....-_- huss ‘ 
Revolving fund (liquidating programs) - 
Community disposition activities. 


Subtotal 
Supplementals for pay increase- debe 


Total, sources of funds 


Unobligated balance, estimated savings... coe 


Total obligations_-... 


|e 














- SS 
1959 actual | 1960 estimate | 1961 estimate 
aia — aor 
$8, 000, 000 $9, 052, 000 $10, 637, 000 
ene aa SPT Ne nvcasomnnae 
8, 000, 000 9, 342, 000 10, 637, 000 
1, 675, 000 1, 723, 000 , 400, 000 
400, 000 525, 000 530, 000 
180, 496 155, 000 | 155, 000 
660, 000 325, 000 110, 000 
| 10, 915, 496 } 12, 070, 000 12, 832, 000 
729, 900 | ; 
| il. 645, 396 12, 070, 000 | 12, 882, 000 
| — 187, 113 - oan 
| 11, 458, 283 | 12, 070, 000 | 12, 832, ( 


Comparison by activity 


1959 actual 


Program or activity 











June 30 Total 

employ- obliga- 

ment tions 
General agency supervision -__..--.--. 120 | $1, 142, 364 
Consolidated compliance activities_. 68 623, 635 
Voluntary home mortgage credit.._- 23 241, 651 
Public works planning advances--_ 58 517, 825 
Urban renewal programs... 708 | 6,068, 706 

Subtotal, salaries and ex- 

MNEs das cube teeckden tem 77 | 8, 504, 181 
College housing loans_--........---- 187 | 1, 596, 567 
Public facility loams...............- 56 473, 438 
CFA liquidating activities._....... 22 189, 729 
Community disposition activites_._- 57 604, 368 
Total obligations... .........- 1, 299 | 11, 458, 283 








1960 estimate 


sbbnndidhclviseslilinlioe 


om 





1961 estimate 























June 30 Total June 30 Total 
employ- obliga- employ- obliga- 
ment tions ment tions 
126 | $1, 214,000 135 $1, 300. 000 
69 632, 000 70 637, 000 
35 290, 000 | 35 300, 000 
60 530, 000 67 600, 000 
784 6, 676, 000 922 7, 800, 000 
a ae Oe 7 —_———- — — | — 
} 
1, 074 9. = 000 1, 229 10, 637, 000 
200 1, 723, 000 141 1, 400, 000 
60 525 000 63 530, 000 
18 155, 000 18 155, 000 
21 326, 000 10 110, 000 
1, 373 | 12,070,000 | 1, 461 | 12, 832, 000 


} 
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Comparison by organization unit 

































































TT. j 
1959 actual 1960 estimate 1961 estimate 
Organization unit © Ares hy ° l nian ha bie Ti wae hn 
June 30 June 30 June 30 . 
|} employ- | Net cost | employ- | Netcost | employ- | Net cost 
ment ment ment 
eee aE ~ -——-- — | —_—____—_— — aq | 2 ~ nt ennai 
Departmental: : F a * o i ze 
Administrator’s office... ....-.--- 17 $126, 823 17 $157, 000 17 $157, 000 
Audit Division saad 31 208, 492 32 229, 000 34 234, 000 
International housing. bt 6 48, 532 | 7 65, 000 7 | 66, 000 
Intergroup relations......_..---- 0 25, 138 4 25, 000 4 _ 32, 000 
Office of Program Policy....----| 33 293, 757 33 282, 000 | 35 320, 000 
Office of Public A ffairs_-___ | 20 | 137, 941 20 147, 000 20 148, 000 
Office of the General Counsel] - -- 36 | 293, 100 | 34 278, 000 34 | 2 9, 000 
Administrative staff services 96 665, 335 91 661, 000 92 668, 000 
General Services Division... -_-_| 68 366, 092 72 392, 000 73 386, 000 
Division of Compliance | 61 450, 806 | 62 | 453, 000 63 455, 000 
Voluntary Home Mortgage | J 
Credit 18 162, 163 27 | 183, 000 7 187, 000 
Community disposition... 38 | 329,161 9} 180,000 4 54, 000 
Community Facilities Admin- y 
istration 64 499, 312 62 511, 000 52 501, 000 
Urban Renewal Administration-| 134 | 1,077,755 110 | 1,039,000 105 926, 000 
Total, departmental -- 622 4, 684, 407 580 4, 602, 000 567 4, 423, 000 
Regional offices: : P i 
Regional administrator __ - 32 275, 992 35 294, 000 35 293, 000 
Community requirements 
branch a 1s | 138, 922 20 | 153,000 20 161, 000 
Administrative Branch - ee 94 473, 230 100 | 523, 000 lil 586, 000 
Legal branch ; — 90 640, 657 100 680, 000 95 a 19, 000 
Community facilities director-__| 49 | 329, 076 | 49 343, 000 44 331, 000 
Engineering staff _ _- stat 5 391, 439 57 417, 000 50 370, 000 
Finance staff | 34 263, 462 37 299, 000 34 239, 000 
Urban Renewal Branch.....__- 315 2, 232, 954 395 2, 629, 000 505 3, 438, 000 
Total, regional offices.........|___ 677 | 4,745,782 | 793 | 5,338,000 | 804 |_6, 187,000 
Total, personal services......| 1,299 | 9, 430,139 | 1,373 | 9,940,000 | 1,461 | 10,560,000 
Other objects of expense - | i | 2,028, 144 2, 130, 000 | 2, 272, 000 
\— qomeu — --— |---| ---_-—_ -—— 
Total obligations.._..__- - .-..-| 11, 458, 283 |--- | 12, 070, 000 fpe==- be ai | 12, 832, 000 
! 








Mr. Tuomas. This virtually tells the tale. Of course you have 
three big categories of operations here. The first is the Administra- 
tor’s Office itself, with the regional offices. How many are there 
now? Five or seven? 

Mr. Mason. Seven. 

Mr. Tuomas. You have your big programs of urban renewal and 
your community facilities. 

Mr. Mason. That is correct, sir. 


PERSONNEL ESTIMATES, 1960-1961 


_ Mr. Tuomas, The table which appears on page A-4 is worth look- 
ing at. It shows your headquarters staff numbering 530 in 1960, a 
decrease to 520 in 1961. The charge to reimbursements gives you'a 
total figure of 578 for 1960 against 565 for 1961. 

Then you show the departmental staff in the field, 50 in 1960 and 
47 in 1961. 

Then you show the personnel for the seven regional offices, which 
goes from 793 in 1960 to 894 in 1961, which is an increase of 101. You 
show personnel under reimbursements here, which gives you a total 
for 1960 of 1,115 employees against 1,201 for 1961, an increase of 86, 
entirely in the regional offices. As you stated a while ago, it would 
be for your urban renewal program. 
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There is a very nice cover sheet on your workload, page A-5. 

The table on page A-13 shows the source of funds, your total obli 
tions of $12,832,000 for fiscal 1961 as against $12,070,000 for 1960, 

The table on page A-14 breaks down 1 your employment by numbers 
and dollars in all your programs for 1959, 1960, and 1961, In 1959 
you had a total of 1,299 employees at a cost of $11,458,283. In 1960 
it goes up to a total of 1,373 employees at a cost of $12,070,000, and 
in 1961 it goes up to 1,461 in numbers at a cost of $12,832,000. 


GENERAL AGENCY SUPERVISION 


There is a table for general agency supervision on page B-5. You 
might put page B-1 and 2 and the table on page B-5 in the record, 
(The pages referred to follow :) 


GENERAL AGENCY SUPERVISION 


The activities budgeted under this heading are those arising from the Adminis- 
trator’s functions as head of the Agency and as the principal housing official of 
the Government. 

The bulk of the continuing workload in this budget category of “General 
Agency supervision” arises from the Administrator’s responsibilities as the 
head of a major independent agency of the Government and the administration’s 
policy spokesman on housing and community development matters: 

As the principal spokesman for housing matters for the executive branch, the 
Administrator develops and presents to the Congress the legislative program 
of the administration in the field of housing and community development: ana- 
lyzes legislativet proposals and advises the members of Congress and legislative 
committees as to their probable effects and their relationship to existing activi- 
ties and to the program of the President; reports on such matters as the need 
and demand for housing, the existing and probable rate of new housing con- 
struction, and trends in housing costs and prices; and presents the budget pro- 
gram of the Agency. 

As the head of the Agency, the Administrator reports to the President on 
behalf of all programs of the HHFA; assures adminisration of the Agency’s 
programs in a manner consistent with administration policies ; formulates recom- 
mendations for basic policies in the field of housing and community development 
for such things as the legislative program, the state of the Union message and 
the President’s budget message ; works with the Executive Office of the President 
and with other Federal agencies in keeping economic and fiscal policies in hous- 
ing consistent with other economic and fiscal policies of the Government; and 
provide agencywide representation with the Bureau of the Budget, the Civil 
Service Commission, General Accounting Office, General Services Administra- 
tion, and other similar Federal agencies administering Government-wide 
functions. 

As the Government’s principal housing official, the Administrator meets with 
and interprets Government housing programs to organizations and officials repre- 
senting builders, lenders, and other facets of the housing industry, local govern- 
ment officials, labor and minority groups, and social service organizations, 

Staff activities in this budget category are required generally to assist the 
Administrator in carrying out the broad responsibilities briefly summarized 
above. The functions of each Office of the Administrator organization unit which 
provides such assistance are set forth in this presentation under the heading 
“Organization and Personal Services.” 

Some examples of the kinds of workload performed by Office of the Adminis- 
trator staff in assisting the Administrator in carrying out his broad responsi- 
bilities for supervision and coordination are: 

1. Compilation and analysis of statistics on the housing economy to serve as 
a basis for establishing Agency and administration policies. This includes work- 
ing with the Agency’s constituents and with other Federal agencies such as 
the Bureau of the Census and the Bureau of Labor Statistics in planning and 
developing the data to be gathered by them on housing and related areas and in 
consolidating and interpreting the results 
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2, Coordination and development of legisative proposals affecting the Agency’s 
rograms. Considerable staff time is required for the development of major 
legislative proposals to carry out the administration’s program in the housing 
field, and to sift and analyze a wide variety of proposals for changes in housing 
legislation in the light of their effects on other Agency programs or their con- 
tribution to the major goals of the Agency and the administration. 

8. Certain statutory functions of the Administrator which are not delegated 
to operating officials require that OA staff review and make recommendations 
to the Administrator for approval or disapproval. These include, for example, 
approval by the Administrator of the undertaking by the Public Housing Admin- 
istration of loan or annual contributions contracts; and, with regard to the 
programs of the Urban Renewal Administration and the Community Facilities 
Administration, the fixing of interest rates on lending programs. 

4. Office of the Administrator staff devote a major portion of their time to 
the assembly and analysis of facts and views on major policy issues which are 
presented for consideration by the Administrator. Examples of the kinds of 
policy questions presented and the channels through which they may be pre- 
sented are: 

Basic policy issues in fiscal and other areas are presented and resolved 
in the course of consultation by the Administrator and his staff with the 
Executive Office of the President, including the Council of Economie Ad- 
visers, and with other Federal agencies concerned with such problems. 

Questions of broad housing policy, program direction, and major operat- 
ing policy on individual programs are presented to the Administrator in the 
development of Agency budget assumptions and estimates. 

As the official in whom statutory authority for administration of the 
programs of the Urban Renewal Administration and the Community Facili- 
ties Administration is vested, and as the official to whom both the program 
Commissioners and the HHFA regional administrators operating these 
programs in the field report, major policy issues on these programs are 
necessarily presented for resolution by the Administrator. 

With regard to operations of the Federal National Mortgage Associ«tion, 
major policy questions are presented to the Administrator in his capacity as 
Chairman of the FNMA Board. 

Important policy questions with regard to any of the programs in HHFA 
may be presented for consideration of the Administrator by any of the 
heads of those programs in recognition of the Administrator’s responsibili- 
ties as the head of the Agency and the spokesman on major housing policy. 

5. In addition, the staff of the Office of the Administrator is engaged in a wide 
variety of other duties required of the immediate staff of any independent 
agency head: representation of housing agency views on several interdepart- 
mental committees; provision of a central point of contact on international 
housing matters for agencies such as the Department of State and the Inter- 
national Cooperation Administration: agencywide representation with such 
agencies as the Bureau of the Budget, General Accounting Office, the Civil Serv- 
ice Commission and the General Services Administration: and coordination of 
Agency activities and reports pursuant to the regulations of such agencies. 

In addition to these activities in Washington, the HHFA regional offices assist 
the Administrator in the coordination of Agency programs at the field level. 


Administrative expenses 


Administrative expenses for general agency superivision are provided in the 
“Salaries and expenses” appropriation to the Administrator. 

The budget request for the fiscal year 1961 is $1,300.000—an increase of $86,000 
over the $1.214,000 estimate for the current year. Year-end employment is ex- 
pected to increase from 126 at the end of 1960 to 135 by June 30, 1961. 

The increase projected for 1961 results largely from the continuing increase 
in public and congressional interest in housing and community development 
programs, as well as from the recent enactment of the Housing Act of 1959. 
There has been a resultant increase in the workload of the Office of the Admin- 
istrator with respect to program planning and development; legislative, fiscal and 
administrative matters in connection with existing and new programs; compila- 
tion and analysis of statistics and studies of the housing and home financing 
economy: and the presentation and explanation of Agency policies and programs 
to the public, industry, local communities, and the Congress. 
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The table on the following page presents the detail of the adminstrative ex. 
pense estimate and related employment for the 3 years covered by the budget 
program. 

GENERAL AGENCY SUPERVISION 


Comparison of administrative expenses 


Dep uwtmental| Field Total 
| 

ee ee 7 ad Se eee 

June 30 employment: | | } 
ee oe a a Ee 105 | 15 120 
Des cent SO ee Se age ce caente ‘ ‘ 111 | 15 | 126 
1961_____ aS ries sor Ses fee 119 16 | 135 
Increase or Decrease (=); Tina La CEES NS” | | l 9 








1959 actual |1960 estimate |1961 estimate 


OBLIGATIONS | 
Personal services: | | 


Departmental bik : $820, 168 $899, 000 $965, 000 
Field. _- | 131, 883 121, 000 122, 000 

Subtotal— Personal services_ 952, 051 1, 020, 000 rs 087, 000 

Other objects of expense: 

Travel... 27,035 | 27, 000 31,000 
Transportation of things 1, 175 1, 500 | 3. 000 
Communication services 22, 218 | 24, 500 | 27, 800 
Rents and utilities__ ii : 34, 723 | 29, 100 21, 000 
Printing and reproduction -. | 11, 798 14, 500 17, 800 
Other contractual services = } 15, 876 | 15, 000 24, 000 
Supplies and materials_- an 10, 241 14, 500 15, 500 
Equipment. 8. 868 7, 000 8, 000 
Retirement contributions. 56, 37 58, 600 2, 000 
Refunds, awards and indemnities ; 830 1, 000 1, 300 
Taxes and assessments... 1, 173 1, 300 1, 00 

Subtotal—Other objects_... 190, 313 194, 000 213, 000 

Total obligations_._- 1, 142, 364 | 1, 214, 000 1, 300, 000 








LOCATION OF STAFF 


Mr. Tuomas. Are all these people, 119, located in the District and 
16 in the field? This is in addition to your field staff. What is your 
total field staff ? 

Mr. Frantz. The total field staff in the current year or next year, 
Mr. Chairman? The total regional staff—— 

Mr. Tuomas. It is 894 for 1961 against 793. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Are these 16 set out here— 

Mr. Frantz. They are part of it. 

Mr. Tuomas. Even though they are charged to the central office ? 

Mr. Frantz. They are not actually charged to the central office, 
Mr. Chairman. This is that part of their job which involves repre- 
senting the Administrator on overall agency business in the field. 

Mr. Tuomas. I notice the travel goes up from $27,000 for 1960 to 
$31,000 in 1961 for your departmental people. Communication serv- 
ices goes up from $24,500 to $27,800. You show a decrease in rental 
and utilities here. What are your rents and utilities composed of! 

Mr. Frantz. I do not understand the question, Mr. Chairman. 

Mr. Mason. The rent is office rental. 





D 


fi 








t~ 


i — 


1iooeoocoooeoooeom 


a 


—_---e—~ Soo.) Oa ee eaee—<0Qe__ee eT 


807 
RENTS 


Mr. Tuomas. Are you still paying $3.50 per square foot for the 
District of Columbia properties ? 

Mr. Mason. For some properties, yes, sir. 

Mr. THomas. How many locations have you in the District of 
Columbia ? 

Mr. Frantz. Six in the District, at a cost per square foot ranging 
from $2.19 to $5. 

Mr. THomas. How many square feet do you have altogether ? 

Mr. Frantz. We have 116,000, but that is not all in the District. 

Mr. Tuomas. How many square feet do you have for this $29,0004 
I guess it is not all rent. 1 image about $20,000 of it is rent. 

Mr. Franz. That is a prorated figure, actually, Mr. Chairman. 
Most of these people are not individu: al bodies or many of them are 
not individual bodies. We do not account for the space in that way. 
We treat it as a total and prorate it to the programs on the basis of 
personal services. 

Mr. Tuomas. How many people do you have in the District of 
Columbia? Isthischart right? Now you have 111? 

Mr. Franz. Yes, sir. 

Mr. Tuomas. I thought it was more than that. 

Mr. Franvz. This is only the activity which we call General Agen- 
cy supervision. 

Mr. Tuomas. What is the total in the District of Columbia ? 

Mr. Frantz. The total of all employees in the District! 


RENT IN THE DISTRICT OF COLUMBIA 


a 57S 


Mr. Tuomas. It is 578. What is your rent bill for your 578 em- 
ployees in the District of Columbia for 19604 

(Off the record.) 

Mr. Frantz. The total rent is $284,000, of which about $50,000 is 
in the field. 

Mr. Tuomas. Those are pretty plush quarters, are they not? 

Mr. Frantz. Some are pretty good and some are not so good. 

Mr. Tuomas. This 111 get that $5 per square foot space, the super- 
visory crowd. Can you image a good New England Yankee coming 
down here and paying $5 a square foot for space? If he was up 
home and they charged him $1.06, you could hear him from New 
England down to New York s saying they were robbing him. 

(Off the record.) 

Mr. Frantz. My figure was a little high, Mr. Chairman. I will 
correct that. Total rent costs in the District of Columbia for fiscal 
year 1960 are estimated at $175,150. 


CoNSOLIDATED CoMPLIANCE ACTIVITIES 


Mr. Tuomas. Put pages C-1 through C-4 in the record. 
(The pages referred to follow :) 
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CONSOLIDATED COMPLIANCE ACTIVITIES 


INTRODUCTION 


The Housing and Home Finance Agency has maintained a central staff for 
the compliance and investigation functions of the Agency and its constituents 
since October 1, 1954. Established under the authority contained in the Inde- 
pendent Offices Appropriation Act, 1955 (Public Law 83-428), the Compliance 
Division directs, coordinates, and evaluates the overall inspection and investiga- 
tion activities of the Agency. 

An Inspection Branch is responsible for surveying, examining, and evaluating 
the adequacy and effectiveness of inspection programs throughout the Housing 
and Home Finance Agency to insure integrity of operations and adherence to 
applicable statutes and established regulations, policies, and procedures. The 
Branch reports the findings of its surveys and examinations, makes appropriate 
recommendations to correct irregularities or noncompliances, and follows up on 
actions taken concerning such recommendations. 

An Investigation Branch is responsible for conducting all criminal and ad- 
ministrative investigations required with respect to violations of law or other 
irregularities in the administration of the programs and activities of the Housing 
and Home Finance Agency. 

The inquiries, complaints, and cases referred to the Compliance Division by 
the constituent agencies fall into three broad categories; 

1. Those which involve the general or specific criminal statutes governing 
participation in or the conduct of the programs and activities of the Housing 
and Home Finance Agency. Primary responsibility for the investigation of such 
cases rests with the Compliance Division. 

2. Those where another investigative agency—either by law or by adminis- 
trative agreement—has the primary jurisdiction for investigation. Investiga- 
otions necessary to establish prima facie violation of the Federal criminal statutes 
are conducted by the staff of the Compliance Division for referral to the FBI 
or other agency having primary jurisdiction. 

3. “hose matters which by their nature warrant investigation by trained 
investigators, or are of such nature and importance to require objective investi- 
gation as a basis for administrative action. 


WORKLOAD SUMMARY 


When the Compliance Division was established on October 1, 1954, it had on 
hand 788 cases carried over from the FHA special investigation. Since that 
time, as shown in the following table, some 10,000 new investigative cases were 
opened—an average of about 2,000 per year over the 5-vear period. By the 
end of November 1959 more than four-fifths of these cases had been resolved 
through administrative, civil, or criminal action after investigation and handling 
hy the Compliance Division. 


Investigative cases 
Opened Closed Balance ont- 
standing 


Cumulative as of | 
Oct. 1, 1954_....-. hate ‘ | 788 |. | 788 
June 30, 1955........-- = 4,078 1, 723 2, 355 
June 30, 1956_. : 5, RN2 3, 371 2, 431 
June 30, 1957_- Gabnad ware ‘ 6, 633 4,413 2, 020 
June 30, 1958 ee aL B & 7S 6.030 2 (048 
SI ote lah adawtarmnenia is 10, 099 &, 127 1, 972 
Nov. 30, 1959 = 2 aaa : bs 10. 745 9. 125 1, 620 
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The table below shows the continuing relative importance in total caseload 


of FHA cases—particularly title I—compared with all other HHFA cases sub- 
mitted for investigation : 








June 30, 1957 | June 30, 1958 | June 30, 1959 | Nov. 30, 1959 


MRI as ek Rn crate bake 1, 204 | 1, 309 | 1, 601 1,277 
FHA other............. piel eet osa Rasen 679 | 582 275 251 

} Nd 1, 883 1, 891 1, 876 1, 528 
IEE iene... Adorn 137 | 157 96 92 

! WT Sh Siloancecanpveg bibbdesdesweadetiea 2, 020 | 2, 048 | 1, 972 1, 620 

| While FHA title I cases have accounted for a rather substantial proportion 
of the investigative caseload, the total of these cases handled comes to only 
slightly more than one-tenth of 1 percent of the property improvement loans 
insured by the FHA during this 54-year period. 


ADMINISTRATIVE EXPENSES 


| Administrative expenses for “Consolidated compliance activities’ are pro- 
vided in the annual “Salaries and expenses” appropriation to the Administrator. 
The budget request for fiscal 1961 is $637,000 compared with $632,000 available 

for the current year. 


An increase of one in year-end employment is proposed. 4 
The nature of the work of the Division makes it practically impossible to y 
project the volume of “investigative work which will be received in future : 
periods, or to provide a quantitative judgment of the impact of any suggested ? 
| “aseload level. However, aS more and more communities and agencies and 
| individuals participate in Agency programs, it is reasonable to expect a con- : 
| tinuing volume of complaints and incidents which will require investigation ' 
or administrative handling. 
. The activties of the staff of the Compliance Division are not limited to the 


specific cases for investigation nor to the inspection projects. There are numer- 
ous special investigations, inspections, and analyses for the Administrator and 
the constituent Commissioners. There are many matters which require admin- 
istrative review and evaluation but do not qualify as cases for investigation. 








The Division staff maintains master files and indexes which have served as a ' 
! constant and valuable source of reference for other compliance and investigative ' 
; agencies of the Federal Government. For extended periods, the investigators ; 
, may be required to assist U.S. attorneys in preparing for criminal and civil i 
P trials in the Federal courts. ‘g 
1 The staff of the Compliance Division is composed principally of professional if 
; investigators and inspectors. Specialized staff assistance and general admin- IE 
istrative services are provided by other divisions of the Office of the 
Administrator. 
The following table compares the budget program for the 3 years covered 
. by the budget: 
| Comparison of administrative expenses 
- Headquarters Field Total de- 
staff locations partmental 
a8 = aS ea osescasntatpama etait 
31 | June 39 employment S 
” 1959 : a 9 51 | 17 68 
48 1960 ines | 9 | ~ 69 
72 i 1961 59 18 = 
” Increase (+) or decrease (—) in 1961_- ie eg =. ie 1 1 


i 
| 
| 
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Obligations 
[ l 
| 1959 actual | 1960 estimate | 1961 estimate 
Personal services......-..-..- coanek : beRSibile ens | $493, 533 $496, 000 $498, 000 
= 2 Se ———. 
Other objects of expense: 
i. PRitbe <n ccmnediieel o<<ee~cen tht arte ee 50, 825 54, 000 55, 000 
Transportation of things --- sasaki ced ; 291 500 1,000 
Communication services. -.--.--- 10, 27 11, 500 11, 500 
ments Gnd utilities... ._................... 15, 195 15, 500 10, 500 
Printing and reproduction-.-.-.-.......... | 7,119 7, 400 7, 700 
Other contractual services ---.---....-- 7, 234 8, 500 13, 000 
Supplies and materials_- 5, 002 | 5, 500 6, 500 
Ge og on ee 4,023 | 3, 500 4, 000 
Retirement contributions.__- 29, 378 28, 400 28, 500 
Refunds, awards, and ink iemnities 258 | 500 L00 
Taxes and assessments-- ek Le. c : 503 | 700 700 
. pence et npc mavemanpetnipinesiats 
Subtotal, other objects... og 130, 102 136, 000 139, 000 
Total obligations.__..- béecdecaccca up ieut ats dle 623, 635 | 632, 000 637, 000 


Mr. Tuomas. What is this compliance crowd doing? How many 
people do you have now? I remember when you started this group 
off + years ago on a temporary basis. It was going out to look into 
these windfall propositions. Of course, that was ‘before your day, 
Brother Mason. Of course it would take them about 2 years to clear 
it up and then they would be off the payroll. Since then I think 
you have added 30 to that group. 

Mr. Mason. Mr. Thomas, this was set up, as you said, originally 
that way, but the current setup was est: ablished after that job was 
done. That was done in order to keep us from having the troubles 
we had in those days. In those days 

Mr. Tuomas. It did not take all of them that you used to clean 
up the situation, to prevent future recurrences, did it? 

Mr. Mason. I do not know the numbers, Mr. Thomas. 

Mr. Tuomas. How many do you have now? 

Mr. Frantz. The staff was up to 128 at its largest size. 

Mr. Mason. I know our troubles arose because we had within 
FHA, for instance, a staff of this sort working for FHA, and because 
they were working within the agency they did not do as good a job 
as they might have. 





COMPLIANCE STAFFING 


Mr. THomas. How many do you have now ? 

Mr. Frantz. That compares with the estimate of 70 for next year. 

Mr. Tuomas. You have 52 in headquarters and 18 in the field. 
That is 70. 

Mr. Frantz. Yes, sir. We have 66 now. 

Mr. Tuomas. Do you need this entire group? These are the police- 
men, the Administrator’s policemen, his eyes and ears. They walk 
into an installation and the elevator stops. 

Mr. Mason. The greatest part of their work is not done on our 
own employees but with the industry that we serve. This industry 
is one which does a fine job, but we have some people in it who are 
quite sharp. 

Mr. Jonas. Will the chairman yield? 

Mr. Tuomas. Yes, sir. 
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LOCATION OF INVESTIGATORS 


Mr. Jonas. Would it not be better to have more of them in the 
field and fewer of them in headquarters? 

Mr. Mason. This way they do not stay in Washington all the time. 

Mr. Jonas. I know. They do a lot of traveling. You request 
$55,000 here for travel. If they were located in the field they would 
not have to travel so much. 4 

Mr. Tuomas. What agency was that we had which put them all in 
the field and the travel went up 100 percent but the salary costs went 
down and they saved $150,000. ; 

Mr. Mason. The difficulty with moving them into the field is that 
the points of trouble do not all come regularly in one area. They will 
be spotted in one area and then in another area. This is the reason 
for our judgment in this matter. 

Mr. Jonas. You mean if you had them equally distributed through 
the field they would not necessarily be at the places where you need 
them ? 

Mr. Mason. Yes. And they would still be traveling. 

Mr. Franz. We try to keep the number in the field, Mr. Jonas, 
who will be busy full time. 

Mr. THomas. What do they do here, then, if they are not busy? 
When they are here, they have to go someplace to get into the field. 

Mr. Frantz. That is right. 

Mr. Mason. The troubles are in the field, Mr. Thomas, generally. 

Mr. Frantz. The workload does not stay put. 

Mr. Tuomas. Mr. Jonas asked you a very pertinent question. If 
the trouble is in the field, what do you want with 52 of them here and 
18 in the field? Why do you not reverse it ? 

Mr. Mason. Because we travel the people from here to the trouble 
spots in the field more quickly. 

Mr. Tuomas. If they were assigned to the seven regional offices, 
they would not have to travel so far to get to the trouble spots, would 
they ? 

Mr. Mason. They might have to travel just as far or farther. 

Mr. Tuomas. Then they would not have to use that $5 a square foot 
rented space in the District. It would be a little cheaper in the field, 
would it not? 

Mr. Mason. The space would be cheaper in the field, Mr. Thomas, 
but I think this would be poor economy. 

Mr. Frantz. They also have a fairly large clerical operation, Mr. 
Jonas, which is located and centralized here, which involves case files, 
cross indexes on all complaints that we have ever had. 


VotuntTary Home Morreacr Creprr 


Mr. Tuomas. Put pages D-1 through D-5 in the record. 
(The pages referred to follow :) 
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VoLUuNTABY Home Morreace Crepir Procram 


Program highlights 


LT 


| 
| 1959 actual | 1960 estimate | 1961 estimate 


| 


= _ | 
| 
Applications 





Felldecthin so eso tietdhe Didarhslndihie dada wthbdeien the wtichide« chal 12, 516 29, 000 30, 000 
a cs | 15, 138 30, 000 60, 000 
Loans placed: | P 
ee 5 oa 5, 904 7, 500 12, 000 
I OI eo eicnimnumciinne SU $60 $75 $125 
| 








Summary of budget request 


The budget for fiscal year 1961 includes a request for appropriation of $300,000 
for administrative expenses as part of “Salaries and expenses, Office of the 
Administrator.” 

Introduction 


The voluntary home mortgage credit program was established by title VI of 
the Housing Act of 1954 to facilitate the flow of private funds for FHA-insured 
and VA-guaranteed home mortgage loans into remote areas and small communi- 
ties and to promote, in any area, the financing of housing available for occupancy 
by members of minority groups. All loans made under the program are made 
by private lenders with their own investment funds. 

The program has been responsible for placing more than 40,000 loans amount- 
ing to approximately $400 million for families otherwise unable to obtain home 
mortgage financing on reasonable terms in small towns and remote areas, and 
for minority groups. Almost half of these loans were for families in the $3,000 
to $6,000 income range and more than half of the homes purchased were in the 
$5,000 to $11,000 bracket. 


Organization 


The program is operated by a national committee, with the Housing and Home 
Finance Administrator as chairman, and seven regional committees. The 
national committee sets policies for the program and supervises its operations 

The regional committees maintain a rotating referral procedure under which 
loan applications are referred to participating lending institutions. Each appli- 
eation must be accompanied by a certification that the applicant has been 
refused the type of loan requested by two local or reasonably accessible private 
lending institutions. All participating lenders apply their own lending standards 
and bear the expenses incident to their loan processing. 

The voluntary home mortgage credit program operates in most VA direct 
loan areas, plus an additional number of cities and towns of less than 25,000 
population that have been made eligible for assistance by action of the national 
committee. The program is not designed to operate in areas which may be 
experiencing only a temporary shortage of mortgage credit. Since mortgage 
credit appears to be inadequate from normal home financing sources for 
members of minority groups throughout the country, there are no area restric- 
tions applicable to voluntary home mortgage credit program assistance for 
minorities. 


Record of operations 


From the beginning of operations in January 1955 through December 15, 1959, 
the voluntary home mortgage credit program received 128,559 applications for 
mortgage assistance. The detail of this record, showing number and dollar 
volume by type of applicant assisted and average mortgage amounts, is shown 
in the following table: 


Loans placed 
rype Di 
Numb “st ted A 
amour 
| 
Individual 34 BOR | $338. 000. ( eq 7 
Lender f 311), OO 11, 404 
Bui'd r - 5 047 62. 000. 0 10. 400 
Total . . 40, 579 398, 300, 000 10, 000 
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Through the influence of the voluntary home mortgage credit program, the 
opportunity for homeownership has been increased in previously neglected 
areas of the housing market. The overall effect of the voluntary home mort- 
gage credit program has been to stimulate home financing in small towns and 
for minority groups everywhere. Prospective home buyers in small communi- 
ties, and members of minority groups, have obtained private mortgage loans in 
greater quantity—with lower downpayments, longer maturities and lower in- 
terest rates—than have previously been available to them. The principal bene- 
ficiaries of the program have been families of modest means who buy low- 
priced homes. 

Voluntary home mortgage credit program records do not differentiate between 
loans placed where the borrower is a member of a minority group and those 
where the borrower is not. However, in metropolitan areas where only minor- 
ity groups are eligible for voluntary home mortgage credit program assistance 
the program has placed nearly 9,000 loans amounting to approximately $90 
million. 


Administrative operations 


Under title VI of the Housing Act of 1954, the Housing and Home Finance 
Administrator is authorized and directed to provide the national and regional 
committees with suitable office space and meeting places and to furnish such 
staff assistance as may be reasonably necessary to the conduct and success of 
the program. 

The national committee staff is headed by an executive secretary and a total 
of four professional and clerical assistants. The staff of each of the seven 
regional committees is under the direction of an executive secretary. The pro- 
gram receives policy guidance, direction and support from the industry repre- 
sentatives serving on and advising the national and regional committees. These 
individuals, nominated by their trade associations, serve without compensation 
and are responsible for the operation of the program in their areas. 

The location and proposed staffing of the seven regional committee offices are 
as follows: 








Region Location Number of 
personnel 








I. | Washington, D.C 


3 

Il. Atlanta, Ga 3 
III. | Nashville, Tenn. 2 
IV. Chicago, Tl 4 
V. | Dallas, Tex 3 
VI. Denver, Colo 2 
VII. | San Francisco, Calif | 2 
Potal..- 19 


Administrative expenses 

Administrative expenses for the voluntary home mortgage credit program are 
provided by annual appropriation in the “Salaries and expenses” appropriation 
to the Administrator. The budget request for fiscal 1961 is $300,000—an increase 
of $10,000 over the $290,000 made available for the current fiscal year. No 
increase in yearend employment is anticipated. 

This is the minimum staff necessary to handle the receipt of an estimated 
30,000 applications for assistance during the year, to process approximately 
60,000 referrals, and for related program activities. It is estimated that some 
12,000 loans will be placed through the voluntary home mortgage credit program 
during fiscal 1961, providing financing of about $125 million for home purchasers 
in small towns and remote areas, and for members of minority groups. 

The table on the following page presents the detail of the expense requirements 
and employment for the 3 years covered by the budget. 
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VOLUNTARY HOME MorRTGAGE CREDIT 





Comparison of administrative expenses 








June 30 employment Headquarters Field | Total de- 
staff locations partmenta] 
Rr 7 ; 10 13 23 
ah athicn naan iamtmatnaweupetlindenDtasiaatarsiegd 22 35 
| RS SESE I Rae 22 35 
Obligations 1959 actual | 1960 estimate! 1961 estimate 
Personal services.__. $199. 359 $230. 000 | $233, 000 
Other objects of expense 

lravel__ & 22G 21. 400 23, 000 
Transportation of things g12 1, 000 1, 500 
Communication services 4, 430 5 000 5 AM) 
Rents and utilitie 2, 228 3, 000 2, 500 
Printing and repre dit ction __ 2, 502 3 000 3, 500 
Other contractual services 9, 807 10, 000 13, 500 
Supplies and materials 1, 409 2, 000 2, 000 

; | 
Equipment 706 1, 000 1, 500 
Retirement contributions. 11, 834 13, 200 13, 400 
Refunds, awards, and indemnities 39 100 300 
laxes and assessments 196 300 300 
Subtotal, other objects__ 42, 292 60, 000 67, 000 
Total obligations. -__.__- . “ ‘ } 241, 651 } 299, WOO | 300, 000 

| 


VHMCP APPLICATIONS 


TxHomas. What about your voluntary home mortgage credit? 

This shows that you have an estimated number of applications of 
30,000 for the next year as against 29,000 for this year. Actually, 
how many did you have the first 6 months of 1960? 

Mr. Frantz. The first 7 months we have had 15,900, in round 
numbers. 

Mr. Tuomas. You made your estimate quite well, then. 

Mr. Frantz. So far. 


Mr. Tuomas. How is the program working out? How many loans 
are you making? That is the test of it. 


The voluntary home mortgage credit program was established by title VI of 
the act of 1954 to facilitate the flow of private funds for FHA-insured and VA- 
guaranteed home mortgage loans into remote areas and small communities and 
to promote, in any area, the financing of housing available for occupancy by 
members of the minority groups. 


LOAN PLACEMENTS 


The program has been responsible for placing more than 40,000 loans amount- 
ing to approximately $400 million for families otherwise unable to obtain home 
mortgage financing on reasonable terms in small towns and remote areas, and 


for minority groups. Almost half of these loans were for families in the $3,000 
to $6,000 income range. * * * 


How many years did it take you to get those 40,000 loans? 
Mr. Mason. The life of the program. 

Mr. Frantz. That is right. 

Mr. Tuomas. That is 7 years now. 

Mr. Frantz. Six years, approximately. 

Mr. Tuomas. Count again. 

Mr. Frantz. The fall of 1954 to the fall of 1959—5 years—plus. 











815 


The first 7 months, Mr. Chairman, we had placed 3,143 loans totaling 
$33 million. 

Mr. Tuomas. You estimate 7,500 loans in 1960. How many loans 
did you place the first 6 months ? 

Mr. Frantz. In the first 7 months, 3,143, for $33 million. 


LOCATION OF VHMCP PERSONNEL 


Mr. Tuomas. Where are these people? Are they located in the 
District offices ? 

Mr. Mason. No, sir. 

Mr. Franz. They are located largely at the places at the bottom 
of page D-3. 

Mr. Tuomas. You have 19 of them in the 7 regional offices. Where 
are the remainder? In the District of Columbia ? 

Mr. Frantz. No, sir. There are 7 regional offices—— 

Mr. THomas. You have 19 of them there. 

Mr. Frantz. Yes, sir; that is correct. 

Mr. Tuomas. Where are the remaining number which cost $300,000 
this year, I notice ? 

Mr. Frantz. The remainder is the national office staff—— 

Mr. THomas. How many ¢ 

Mr. Frantz. In total there are 32. 

Mr. Tuomas. Thirty-two in all, including 19 in the regional offices. 


ADMINISTRATIVE EXPENSES 


What is the cost in 1959 and 1960? You set out a $300,000 item for 
1961. 

Mr. Frantz. $241,000 in 1959, and our estimate for this year was 
$290,000, but we will not spend quite that much. 

Mr. Tuomas. You have an estimate for 1961 of $300,000. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. How much will be the unexpended balance for 1960? 

Mr. Frantz. For 1960, I would judge we would probably not go 
above $225,000. 

Mr. Tuomas. Out of your $290,000. 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. We can chip off $100,000 of this $300,000 for 1961, 
then, can we not 

Mr. Frantz. The reason for that is that two new offices were opened 
only fairly recently and will not have been in business all year this 
year. 

Mr. Tuomas. Let us look at your public works planning here. You 
have a new law on public works planning. It is in public facility 
loans, is it not? You had it last year. We can call that practically 
new. 

Mr. Botanp. It provided an increase from 25,000 to 50,000 in popu- 
lation with respect to towns. ° 

Mr. Frantz. That is on the urban planning assistance program, 
Mr. Boland. 

Mr. Tuomas (reading) : “The budget program assumes that the re- 
volving fund will be increased by $100 million.” 
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Mr. Sewarp. That is legislation which has not yet been introduced 
in Congress. 
Mr. Tuomas. You call that a new program, then, do you not? 
Mr. Sewarp. It is simply an increase in the authorization, Mr, 
Thomas. 
ADVANCES FOR Pusitic Works PLANNING 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 





Program by activities | 
Commitments for planning advances | $11, 255, 769 $10, 500,000 | $10, 500. 000 
Expense | 13 | 
Total program (obligations) (object class 16 11, 255, 812 10, 509, 000 10, 500, 000 
. j : 
Financing | 
Amounts becoming available 
A ppropriation 7, 000, 000 | 6, 000, 000 7, 000. 000 
Collections of advances 2, 056, 063 3, 500, 000 3, 500, 000 
Revenue... 941 
| 
Total amornts becoming available 9, 057, 004 | 9, 500, 000 10, 500, 000 
Unobligated balance brought forward | | | 
Reserved (approved contracts not yet executed 2, 604, 553 1, 065, 047 1, 065, 047 
Unreserved 7 1, 736, 227 1, 076, 925 76, 925 
Total amounts available 13, 397, 754 11, $41, 972 11, 641, 972 
Unobligated balance carried forward 
Reserved (approved contracts not yet executed - 1, 065, 047 1, 065, 047 1, 065, 047 
Unreserved 1, 076, 925 76, 925 76, 925 
Financing applied to program... ‘ 11, 255, 812 10, 500, 000 10, 500, 00 


Mr. Tuomas. The budget for fiscal 1961 for the program of ad- 
vances for public works pl: unning includes: 
An appropriation of $7 million for payment to the revolving fund, 
out of which planning advances are made. 
An appropriation of $600,000 for administrative expenses and 
salaries, Office of the Administrator. 


The program of advances for public works planning, authorized by section 702 
of the Housing Act of 1954, as amended, was enacted to encourage municipali- 
ties and local public agencies to prepare and maintain a current and adequate 
reserve of planned public works which could readily be placed under con- 
struction, and to promote economy and efficiency * * *. Under the statute, the 
program is financed by a revolving fund to which appropriations are authorized 
up to a maximum of $48 million. 

Through the end of fiscal 1959 the Agency approved planning advances 
amounting to some $26.2 million. According to generally accepted guides, the 
construction potential of these plans is estimated at about $1.5 billion. Under 
the program for the current year and that proposed for fiscal year 1961, net ap- 
proved advances will reach $47 million with a construction potential of $3 bil- 
lion. 


How much is in the fund now ? 


PROGRAM AUTHORIZATION 


Mr. Sewarp. The amount authorized is $48 million. $30 million 
has been appropriated. 

Mr. Trromas. You have an unexpended balance of about $18 million 
in the fund? 

Mr. Sewarp. The authorization is $48 million. 

Mr. Tuomas. How much has beén apprc priated ? 
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Mr. Sewarp. $30 million. 

Mr. Tuomas. Of that $30 million how much has been obligated? 

Mr. Sewarp. Of the $30 million 

Mr. Tuomas. You have $5,785,000; you have $12 million in 1960 
and you estimate $9.9 million. 

You have about $28 million. Is that correct ? 

How much of that has been paid back? Has there been any? 

Mr. Sewarp. Yes, there has been some repayment. 

Mr. Frantz. About $5 million in repayments through January 31, 
Mr. Chairman. 

Mr. Tuomas. This is a total 100 percent grant? 

Mr. Sewarp. No. sir, an advance. There is no grant in this. It is 
an advance which is repayable when construction is started. 

Mr. Tuomas. If the work is not placed under construction it is a 
100 percent grant. Is that right? 

Mr. Sewarp. That is right, with no recovery. 

Mr. Frantz. The unobligated balance as of January 31 was a little 
over $5 million, Mr. Chairman. We had on hand at that time applica- 
tions which would total in the neighborhood of $414 million. 

Mr. Tuomas. Is it $7 million in the way of fresh money ? 

Mr. Frantz. Yes, sir. 





EMPIOYMENT 


Mr. Tuomas. How many people do you have working in there? 

Mr. Sewarp. It is at the level it has been carrying. 

Mr. Tuomas. How many people do you have in this program? 

Mr. Frantz. Sixty-two currently. 

Mr. Tuomas. What did you have last year? 

Mr. Frantz. Fifty-eight. 

Mr. Tuomas. Insert the table on E-1 and pages E-7 and E-9 in 
the record. 

(The pages referred to follow :) 


ApVANCES For PUBLIC WoRKS PLANNING 
Program highlights 


[Dollars in thousands] 





1959 actual | 1960 estimate | 1961 estimate 
ved 703 650 650 
1 (net | 
414 415 415 
$9, 716 $10, 500 $10, 500 
ed 38 375 375 
hursed $5. 785 $12, 200 $9, 900 
nal «. UOd 500 3, 500 
id appropriatio 
ial ; ‘ . | 7. 000 6,000 | 7,000 
‘umulative » | 24,000 | 39, 000 37, 000 


SUMMARY OF BUDGET REQUEST 


The budget for fiscal year 1961 includes the following requests for the program 
of advances for public works planning: 

(1) An appropriation of $7 million for payment to the revolving fund out of 
which planning advances are made; and 

(2) An appropriation of $600,000 for administrative expenses as part of 
“Salaries and expenses, Office of the Administrator.” 
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{In millions] 








7 s ‘ ola 
| Statutory authorization Appropriations 
Fiscal year 6 as eat aabaniin i 
i — 
Annual | Cumulative Annual Cumulative 
| 
1955 actual nas $10.0 $10. ¢ $1 $1, 
1956 actual a icbbe 10. 0 3.0 | 4.5 
1957 actual Senecbahecsobetusmate cae 12.0 22. 0 7.5 | 12.0 
958 actual : 12.0 | 34.0 5. 0 17.0 
1959 actual tie 14.0 | 18. 0 7.0 | 24.0 
1960 actual : ---| 48. 0 6.0 | 30.0 
1961 estimate ; ; is. 0) 0 | 37.0 


The budget program for fiscal year 1961 assumes that the net value of the 
estimated 415 approvals will total approximately $10.5 million. As indicated 
in the table below, this program level would be financed by an appropriation 
request of $7 million and estimated repayments of $3.5 million. 


Status of funds 


[In thousands} 


Actual 1959 | 1960 estimate | 1961 estimate 











Balance, start of year i od $1, 736 $1, 077 $77 
Appropriations. - ~~ ‘ 7, OO (Hi 7, 000 
Repayments _..--. iadimeneehchdigiadaia arte ail Si ae 2, 057 3, 500 3, 500 
Total funds available. .................... se : 10, 793 10, 577 10, 577 
Approvals (net) - nelle ; daach taka bites ; 9, 716 | 10, 500 10, 500 
Balance, end of period_..................-- See ae | 1, 077 77 77 
PusLic WORKS PLANNING ADVANCES 
Comparison of administrative expenses 
| Departmental | Field Total 
June 30 employment 
1959 Se Baia i ee | 20 3R 58 
SU cincucawies inal 7 pusiamimewunds alae 17 43 60 
1961 iene ‘ Sie tlle lave : £7 SY LR ete 17 KO 67 
Increase or decrease (—) in 1961__- : pion ae 7 7 
Obligations 
1959 actual | 1960 estimate | 1961 estimate 
Personal services 
Departmental a i ‘ ; . $143, O85 $130, 000 $138, 000 
Field ; 207. 768 318. OM 365, OOF 
Subtotal, personal services - 440. 853 148. OO 503. 000 
Other objects of expens« 
Travel 1. GbE 15. OO 20), 000 
Transportation of things : 453 700 
Communication services } 12, 5K 
Rents and utilities 7, 1s¢ 10. 000 9. 200 
Printing and reproduction 5.413 7. 000 7. 000 
Other contractua 544 ( 8, SO 
Supplies and materials 4. 766 ( OK 
Equipment {ARE 2 500 3 000 
Retirement contributions 25, 83 2. 0 23, 800 
Refunds, awards, and indemnities 20 00 800 
Taxes and assessments 5 600 700 
Subtotal, other object i 76. 072 g2 KOO 97, 000 
Total obligations a eS i742 1. OOO 600, 000 
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Mr. Tuomas. For 1960 you have 60 people, 43 in the field and 17 
in the District. 
In 1961 you want to increase it by 7; 50 in the field and 17 in the 
District. 
FUNCTIONS OF CENTRAL OFFICE STAFF 


What are these 17 in the District doing? 

Mr. Sewarp. Our people operating here handle a lot of the applica- 
tions and the followup in repayments. 

Mr. Tuomas. The work really is done in the field and you have 17 
supervisors here. 

Mr. Sewarp. No, sir; they are not supervisors. 

Mr. Tuomas. Supervising about 50 people in the field. What does 
this crowd here do? 

Mr. Sewarp. The applications that are for an amount in excess of 
£3.0,000—— 

Mr. Tomas. But you state here in your justifications some place 
that about 90 percent of them are under $30,000. 

Mr. Sewarp. That is right. 

Mr. Tromas. What do the 17 do here? 

Mr. Sewarp. We examine the applications when they are for 
amounts in excess of $30,000, and then 

Mr. THomas. You have engineering, legal, and every conceivable 
type of brain in the field to do that. They either make a recommen- 
dation for or against. If it is over $30,000, no bother. What do you 
do wit - 17 people? 

Mr. Sewarp. They are in the various branches of our operation. 
Some are legal, some engineering—— 

Mr. Tromas. It is a duplication of what you have in the field. 

Mr. Sewarp. No, sir; I have to differ with you, Mr. Thomas. 





GRANTS FOR SLUM CLEARANCE AND URBAN RENEWAL 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
Program by activities: | 
Grant funds reserved, net_- - Saalbatl | Li ctedivdoaat $118, 119,168 | $386,300, 000 | $300, 000, 000 
Reservations outstanding at beginning of year... __- | 772, 356, 219 601, 484, 757 | 727, 784, 757 
Reservations outstanding at end of year (—)...._.- — 601, 484, 757 —727, 784, 757 | — 677, 784, 757 
Total program (obligations)....................-.. 288, 990, 630 260, 000, 000 | 350, 000, 000 


Financing: | 
Amounts becoming available: Contract authoriza- | 
tion (permanent) } 100, 000, 000 | 350, 000, 000 | 300, 000, 000 
Unobligated balance brought forward (contract au- 
thorization) | | 
Ser Se en ncdnnccobiueanabewe | 772, 356, 219 | 601, 484, 757 | 727, 784, 757 
Available for reservation.__---_- ehiiketacninne | 54, 435, 619 36, 316, 451 16, 451 





Total amounts available. ..................... | 926, 791, 838 | 987, 801, 208 | 1, 027, 801, 208 
Unobligated balance carried forward (contract au- | 
thorization): 





Green Teme RNR fait. -adabs ccd wcsedut ree —601, 484,757 | —727,784, 757 — 677, 784, 757 
EPRI TOR. TRE T SIO ceccnndinnbantnnidmenind |} —36,316,451 | —16,451 | —16, 451 
Financing applied to program_..............-- | 288, 990,630 | 260, 000, 000 | 350, 000, 000 
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Status of unfunded contract authorization 





1959 actual 1960 estimate 1961 estimate 
Unfunded balance at beginning of year. .............--- | $1,093, 000,000 | $1, 143,000, 000 | $1, 353, 000, 000 
emarees Gtnarisstion (ROW )...nccncscncseccesoseccuccuc | 100, 000, 000 | 350, 000, 000 | 300, 000, 000 
Transferred to Proposed for later transmission. .........|....-..-.--- oe ee Sk | a eas 
Unfunded balance at end of year_............-...-.....- |—1, 143, 000, 000 |—1, 353, 000, 000 | —1, 503 900, 000 
Appropriation to liquidate contract authorization_| 50, 000, 000 | 90, 000, 000 | 150 000, 000 


| | 


Mr. Tuomas. Let us look at urban renewal. Insert F-1 through 
F-25. 
(The pages referred to follow :) 
URBAN RENEWAL PROGRAMS 


Program highlights 


[Dollars in millions} 


1959 | 1960 1961 
actual estimate estimat 

Workable programs: 

Certifications : bias anal icc 405 220 19 

Recertifications = : . 3i7 570 7H 
Planning 

New planning approvals_.-_--_- a os 120 205 35 

Total active during year - el 7 ; 396 454 512 

Planning underway, end... _- tae aes ; 279 327 350 
Execution | 

New execution approvals. - js / ae : 96 lt 0 

Total active during year _- ; 372 46 50 

Execution underway, end_...__...- : ; 355 440 510 
Title I advances and loans: 

Contracts executed (net) _. aes s oe $380.9 $374. 2 $423.0 

Federal disbursements : 68.8 80.4 112.0 

Guaranteed loans ‘ J . Aka 175.9 244.4 310.0 
Title I grants 

Contracts executed (net oe ca 289.0 260. 0 $50.0 

Disbursements ; a iacal ‘ 75.5 140 0.0 
Net budget expendit : a 75.2 95 7.7 
Demonstration grant program highlights 
Urban planning assistance program highlights. --- 


SUMMARY OF BUDGET REQUEST 


The budget for fiscal year 1961 requests the following appropriations for urban 
renewal programs: (1) $150 million for grant payments under existing contracts ; 
(2) $4,750,000 for urban planning assistance grants; and (3) $7,800,000 for 
administrative expenses as part of the appropriation “Salaries and expenses, 
Office of the Administrator.” 

This justification assumes enactment, as recommended in the budget, of a sup- 
plement appropriation of $50 million for urban renewal grants and a supple 
mental appropriation of $2 million for urban planning assistance in fiscal 
year 1960. 

INTRODUCTION 


Legislation to assist American communities in coping with local problems of 
urban blight was first enacted in the Housing Act of 1949. After 10 years of 
operation under this statute, 26 urban renewal projects had been completed in 
21 communities; 364 title I urban renewal projects were in their execution 
phases in 231 locations; and 234 additional projects were in various preliminary 
stages in 199 communities. 

In round figures, in connection with these activities, 50,000 parcels of real 
estate had been acquired by local public agencies, aggregating 5,000 acres of land; 
80,000 families had been relocated from urban renewal areas into standard hous- 
ing units; 90,000 dwelling units, and 45,000 other blighted and substandard 
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structures had been demolished ; 1,600 acres of land had been disposed of by the 
local agencies. 

In financial terms: $1,336 million of urban renewal grant funds had been 
reserved for projects; $836 million had been formally committed through con- 
tracts with local public agencies ; $1,157 million for planning advances and defini- 
tive and temporary loans had been committed; and $231 million had been 
disbursed for urban renewal, relocation, and demonstration grants. 

The Housing Act of 1949, with its subsequent amendments—particularly the 
amendments in the Housing Act of 1954—has provided effective means for at- 
tacking deterioration and decay in urban communities and fostering sound urban 
development and redevelopment. While slums and urban blight are local condi- 
tions, the legislation recognizes that their cumulative effects throughout the 
country constitute a national problem, and that few communities have the techni- 
cal and financial resources necessary to deal with the local problem on their own. 
The legislation has accordingly centered in the Housing and Home Finance 
Agency a group of closely related programs for aiding localities in their efforts to 
meet and deal with these growing problems. 

Necessarily, the first decade of urban renewal was a period of planning, trial, 
and experiment, complicated by the problems, mistakes, and delays that in- 
variably go with a tremendous new community undertaking. As this budget is 
submitted, a rapid process of transition is visible in the program. The budget is 
based on maximum effort at the Federal level to stimulate and accelerate the key 
trends toward maturity and productivity in urban renewal: the increasing recog- 
nition of the necessity of responsible and knowledgeable local planning and ad- 
ministration; the imperative necessity for an integrated and imaginative ap- 
proach to the whole complex of urban problems; the increased understanding 
of the fundamental part played by local citizen support, by local government, and 
by private enterprise in the total urban renewal effort ; the need for what amounts 
virtually to a new industry to make large-scale rehabilitation possible; and the 
new and growing understanding on the part of private industry of the immense 
market possibilities opened up by successful urban renewal. 

The following paragraphs provide a brief summary of the urban renewal pro- 
grams administered by the Urban Renewal Administration and supported from 
the funds requested in this budget estimate. 


Workable programs 


A workable program is a community’s own official plan of action for guiding 
its growth and for combating slums and blight. In keeping with the basic 
philosophy that Federal assistance is justified only where the locality is willing 
to help itself, the law requires certification of a local workable program by the 
Administrator as a prerequisite for title I urban renewal assistance, special 
FHA mortgage insurance aids, and annual contributions contracts for federally 
aided low-rent public housing units. 

To provide assurance of a sustained local effort toward attaining stated ob- 
jectives within reasonable time limits, the Administrator’s certification applies 
for only one year. Recertification to continue eligibility for Federal assistance 
is made only after a review of local action during the period of the last certifi- 
cation and is based upon a showing of reasonable progress toward the local 
objectives. 

The workable program requirement has resulted in stimulation of significant 
urban renewal efforts in a large number of communities. Steps have been taken 
or are planned for improvement of local codes and ordinances. In many com- 
munities, local codes are being developed for the first time. Almost all workable 
programs stress improvement of code enforcement and inspection methods and 
coverage. Comprehensive city plans are broadened and strengthened. Neigh- 
borhoods needing rehabilitation, clearance, or other types of public action have 
been identified, and new housing and rehabilitation efforts have been scheduled. 
Special administrative units or extensions of existing municipal departments 
have been organized to facilitate coordination of the local urban renewal effort. 
Funds are being raised and earmarked for the local costs of urban renewal 
programs. Citizens’ organizations and committees have been developed to pro- 
mote civie understanding of the participation in the local programs. 

Title I program 


Where a locality is prepared to plan and carry out urban renewal activities, 
Federal urban renewal assistance, in the form of technical and financial aids, 
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can supplement local resources. The Federal financial aids available to com- 
munities include: 

(a) Grants to pay up to two-thirds the cost of preparing community re- 
newal programs (authorized by the Housing Act of 1959) ; 

(b) Planning advances to finance surveys and plans for specific urban re. 
newal areas and projects ; 

(c) Temporary loans and Federal guarantees of private loans to provide 
working capital for carrying out urban renewal projects: 

(d) Grants to cover the cost of relocating families, individuals, and business 
concerns displaced from urban renewal areas; 

(e) Grants to cover up to two-thirds of the cost of carrying out urban re. 
newal projects. 

Federal urban renewal assistance encourages communities to attack blighted 
areas with the techniques they determine to be best suited to the needs of each 
specific case. In urban renewal projects where existing structures are hope 
lessly deteriorated or land uses are incompatible with the community’s overall] 
plans, the entire area may be acquired, cleared, and sold for redevelopment, 
Where existing structures are basically sound but have deteriorated to the 
point where they are a blighting influence on the neighborhood, they may be 
salvaged through a program of rehabilitation. Special FHA mortgage insur. 
ance is available to aid in financing structural rehabilitation. In addition, the 
locality may with Federal assistance upgrade the project area by the provision 
of community facilities (such as schools, parks, playgrounds, streets, and 
sewers) to make it a better place in which to live and work as well as to raise 
and stabilize property values. 

Where it is feasible to carry out an urban renewal project without direct 
Federal financial assistance, special mortgage insurance may still be provided 
by FHA under section 220 of the National Housing Act. One of the require- 
ments for such insurance is that the area be covered by a locally developed 
urban renewal plan which has been approved by the Administrator. 


Demonstration grant program 


Information on new or improved ways of treating blighted areas is made 
aviuilable to localities in the reports prepared under the demonstration program 
authorized by section 314 of title I. Under this program, grants are made to 
public agencies to defray up to two-thirds of the cost of projects aimed at demon- 
strating and reporting on improved techniques for dealing with problems of 
urban blight. 


Title VII urban planning assistance 


Under the section 701 urban planning assistance program, matching grants 
are made to State planning agencies aiding smaller localities and counties to 
develop comprehensive plans for the promotion of sound community develop- 
ment. Grants are also made to metropolitan and regional planning agencies 
for the development of comprehensive plans for metropolitan or regional areas, 
and State planning agencies may receive grants for State and interstate 
planning. 

BUDGET PROGRAM 


General outline of activities in 1961 

The urban renewal programs have been increasing in diversity and scope during 
the whole of the first 10-year period. The following table shows the total num- 
ber of projects in various stages over the past several years: 


| l 





I Active 
urt Active Active 
Fiscal year s plannin demon workable 
sSSiSt- stration | programs 
| In plan- | In exe- ance projects 
| ning cution | projects | 
1955 st ie eats ion ae 198 101 4 2 53 
1956 cea a s adleltnin a a 251 128 30 12 10% 
1957 . : Snsidh dae ‘ 25 187 78 21 262 
1958 4 aS “ PE BOCRS al 268 208 155 | 25 532 
1959 1__ oe ss a ate 266 372 | 279 | 20 885 
1960 2 ee 4 ie : . : a 202 465 | 368 | 29 870 


o's! r re | 297 550 | 383 | 31 860 


1 Actual. 
2 Estimate. 
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The most important increase in the estimates is that the number of projects 
in the execution stage—up almost 50 percent in 1961 over 1959. This progress 
in program activity into execution requires redirection of program administra- 
tion and the application of a number of new skills and techniques. 

The budget program for 1961 is based on the following key steps to strengthen 
program administration : 

1. A thorough revision of administrative procedures, eliminating unneces- 
sarily restrictive requirements, simplifying others, and placing maximum 
responsibility at the local level, consistent with appropriate supervision of 
the use of Federal funds. 

2. Realignment and strengthening of urban renewal staffs in the field so 
that they can provide more effective leadership and assistance to localities, 
especially in land disposition and rehabilitation. 

3. Reductions in the operating functions heretofore performed in the 
central office, with a strengthening of that office’s responsibilities for leader- 
ship, program planning, coordination, and policy formulation. 

4. Delegation to regional offices of responsibility for operating decisions 
heretofore made in Washington. 

5. A change in the timing of project approval, involving deferral of the 
formal reservation of grant funds until basic planning has been completed 
by the local bodies. This change is expected to result in a more businesslike 
procedure which will contribute to better and faster planning. It should 
also provide the community and the agency with better estimates of ultimate 
costs and requirements for interim financing prior to reservation of grant 
funds. 

A more detailed explanation of the anticipated level of activity in the urhan 
renewal programs during the fiscal year 1961 is provided below. 


Workable programs 


1959 actual | 1960 estimate | 1961 estimate 


Certifications __._- i ee x le ae 405 220 | 190 


Recertifications.._........ ‘ ere Sl 377 570 700 


The estimate of original workable program certifications declines in the cur- 
rent and budget years mainly because fewer cities are expected to apply for 
annual contributions contracts for new low-rent public housing units. How- 
ever, a continuing increase in workload is anticipated in connection with recerti- 
fication of existing workable programs covering both urban renewal and low- 
rent public housing activity. 

Urban renewal planning activities 

Urban renewal planning activities include four types of plan preparation: (1) 
Urban renewal project planning, (2) general neighborhood renewal planning, 
(3) feasibility surveys, and (4) community renewal programs. Estimates for 
these four types of planning activity are consolidated in the following table: 


| 
1959 actual | 1960 estimate | 1961 estimate 


In planning, start of year_.. =e i ee ; 276 279 327 
New planning approvals: 
Title I projects ee as ee eee aS Ue} oe eendd 97 155 135 
Other planning activities 23 0) 50 
In planning during year . 396 484 | 512 
Planning terminated before completion ; 23 25 25 
Planning completed 
en OT is oh al ok, ce hisebdeilahsnaesinanad ae teas 94 110 110 
Other planning activities... .-- pee eure kT sical paca eaten 22 32 
In planning, end of year... eae ; a ; 279 327 | 350 


| 


The number of projects (97) approved in fiscal year 1959 was considerably 
lower than in previous vears because there was a considerable period during 
which new projects could not be approved until Congress provided additional 
program authorization. Estimates of 155 planning approvals in the current 
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year and 135 in the budget year reflect the demand for assistance under con- 
tract authority which became available in the Housing Act of 1959. 

Urban renewal project planning.—The major local activity covered by the 
project planning estimates is the preparation of plans for specific urban renewal] 
projects. This involves initial survey and analysis of areas of existing slum or 
blight. From these analyses, the boundaries of proposed projects are delineated, 
and decisions are made for new land uses in the area, including the degree in 
which rehabilitation of existing structures is feasible and the extent to which 
clearance and redevelopment will be necessary. 

After a determination that the project is eligible for assistance, that it is 
feasible, and that the relocation and other statutory requirements can be met, 
the local public agency prepares detailed plans for land acquisition, site im- 
provements, relocation of families, land disposition, and estimates of project 
cost and financing. On the basis of these project plans, the Agency approves 
the undertaking and enters into a contract for loan grant assistance to the 
project. 

General neighborhood renewal planning.—The general neighborhood approach 
makes possible, in the case of an area too large for treatment as a single project, 
the preparation of an overall urban renewal plan that can be carried out in 
separate stages. Each stage represents an individual project contributing to 
the achievement of the total objective for the area. <A general neighborhood 
renewal plan followed by a series of implementing projects is recommended as 
an alternative to a large-scale urban renewal project that exceeds the immediate 
capacity of the community, or that appears unlikely to be completed within a 
reasonable period. 

Feasibility surveys.—Under the Housing Act of 1956, the Agency may provide 
assistance for surveys of urban areas to determine whether a project is feasible. 
Feasibility surveys are appropriate in those exceptional cases where an urban 
area poses unusual questions of eligibility, boundaries, marketability of land, 
or other especially complex situations. 

Community renewal programs.—A new form of planning activity, authorized 
by the Housing Act of 1959 is used to identify and measure the slums and 
blighted areas in an entire community, evaluate the financial and other resources 
needed to improve such areas, and schedule the type of activity—both with and 
without Federal assistance—that appear to be required. Community renewal 
planning is financed through grants of up to two-thirds of the costs of plan 
preparation, rather than through planning advances. The grants are charged 
against the overall title I urban renewal grant authorization and paid out of 
the liquidating appropriation. 

Administration of planning operations 

Throughout the planning stage, Agency staff provides technical consultation 
and assistance as requested by the local public agency and keeps in close touch 
with local activities to assure that planning progresses on schedule, that local 
problems are resolved, and that completed plans will meet legislative and 
administrative requirements. The agency is continuing its efforts to stream- 
line planning requirements. A complete review and revision of all outstanding 
instructions and technical requirements to local public agencies is now under- 
way for this purpose. 

Project execution activities 

After completion of planning activities, local urban renewal projects proceed 
under contracts for Federal loan and grant assistance with acquisition and 
clearance of land, relocation of families and commercial establishments, rehabili- 
tation of salvable structures, construction of public improvements and facili- 
ties, and disposition of cleared land to redevelopers. Estimates for project 
execution activities are as follows: 


1959 actual | 1960 estimate | 1961 estimate 


Projects active in execution during year--_.-- ‘ i z 372 465 550 
Active, beginning of year. ...-.-.-- 5 276 355 440 
Execution apnroved : , y % 110 110 
Terminated in execution stage patel cael l iiedten ema 
Projects completed -- : ; pois et! 16 25 40 


Active, end of year oe - ile : ae 355 440 510 
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Rehabilitation—An increasing number of projects include rehabilitation as 
one of the methods used to deal with local slum and blight. Rehabilitation is 
directed toward saving structures that have not deteriorated to the point beyond 
which repair is uneconomic. Improved public facilities and effective code en- 
forcement are also normally required to help arrest neighborhood decline. 

At the close of 1959, grant reservations had been approved for 120 projects 
involving rehabilitation; 81 are in the planning stage and 39 under contract. 
These projects, in total, embrace some 28,500 acres, three-fifths of which repre- 
sent areas in which rehabilitation will be undertaken. Only about one-third of 
the nearly 231,000 dwelling units on these projects are scheduled for clearance. 


Nonassisted projects 


! i 


| 1959 actual 


bet nT TE 


| 
1960 estimate | 1961 estimate 


| | 
Urban renewal plans approved. --................---.-----.-- | } 10 10 
' 


Ten projects in each of the current and budget years are expected to be 
undertaken without direct Federal financial assistance under title I. These 
projects are expected to be planned and executed with local public and private 
resources. Although much of the administrative work involved in the provision 
of Federal financial aid is eliminated, these nonassisted projects involve (a) the 
agency’s urban renewal service in the selection and delineation of the urban 
renewal area and preparation of the local workable program and urban renewal 
plan; (b) regional and central office processing in connection with certification 
and recertification of the local workable program; (c) technical review and 
processing of the urban renewal plan; and (d) coordination of the elements 
of the local project proposal to permit the Administrator to certify FHA section 
220 assistance for the construction and rehabilitation of dwellings in the project 
area, and FHA section 221 assistance for the construction or rehabilitation of 
low-cost dwellings to facilitate the relocation of displaced families. 


Progress in execution 


The following table summarizes progress in the principal phases of execution 
activity on 222 projects under contract at the end of 1958 and 307 under contract 
at the end of 1959. 











Work started Work completed ! 
Activity == ee ee ee ae teh 
Actual, Actual, Actual, Actual, 

June 30, 1958 | June 30, 1959 | June 30, 1958 | June 30, 1959 
—- TE —— — —| RE a . = - | enna — 
Land acquisition a priests aia eae iciaes 188 | 285 92 126 
LG, 52. cles bdckia su cdi caella 178 | 274 | 84 125 
Site clearance __. lie eed 161 | 232 | 64 90 
Sr IOPOIINOTNG -| 80 125 | 32 | 54 
Supporting facilities. KBe é ails wodual 7 | 99 30 | 45 
Land disposition. .__- In deaionoh eerie 81 118 29 45 


! Included in number started. 


Progress expected during the budget period is shown in the following table in 
terms of selected units of project activity : 


rc 
| 1959 actual | 1960 estimate | 191 estimate 








Land acquisition: 


Number of parcels. _  euew ate ele deka 11, 789 | 22, 700 29, 300 

Area in acres___. Caden : aoe 2 1, 508 2.300 | 2, 900 

Acquisition cost (thousands) -- a eee aan $142, 473 $235, 000 $303, 500 
Families relocated ad eae ‘ . 19, 872 20, 500 26, 100 
Clearance 

Structures s : 10, 880 15, 000 18, 500 

Dwelling units... _- ‘ jum é a 21, 963 | 29, 700 | 36, 600 
Land disposition: 

Areas in acres__. : ae ; 482 800 | 1, 100 

Sales price (thousands) --- Pe oe $i5, 944 $33, 600 | $44, 600 
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PROJECT CHARACTERISTICS 
Location of projects 

The 647 projects active in the urban renewal program as of June 30, 1959, 
were located in 385 communities in 41 States, the District of Columbia, and 
Puerto Rico. Smaller communities predominated, cities under 50,000 repre 
senting 63 percent of the total. The median population of cities in the program 
was under 30,000. Larger cities, however, with both greater areas of deteriora- 
tion and more capacity and resources, account for more projects than the small 
communities. 


Proposed new uses of project land 

Urban renewal projects, when completed, represent the culmination of local 
efforts, with Federal assistance, to solve difficult and complex problems of plan- 
ning, financing, engineering, and human relationships. In place of the wornout, 
obsolete, and blighted areas requiring municipal services vastly out of propor- 
tion to local tax revenues, redeveloped and rehabilitated areas comprise good 
housing conforming to contemporary standards, adequately served by commer-. 
cial, public, and other nonresidential land uses. These new areas provide a 
permanent improvement in the overall community environment that will reduce 
the cost of municipal services as well as increase tax revenue. 

The proposed new uses of land in the urban renewal projects in advanced 
stages of planning or under contract as of June 30, 1959, are summarized below: 


Type of new land use 


4cres 
MI ct he ce eh i A a Teo ee ees 20, 789. 9 
Streets, alleys, public rights-of-way____________~- cia <n aue, | Dy MLD 
Cee ee ee ae ica delcnic ema aba sobuctial lds Anas dps ins es tntenpestiomnan 15, O88. 4 
Residential (including related public and semipublic land uses)_----- 7, 775.0 
RMU NSE opt fig ee aacces ones enc Aes ah ite ca teacicoecestos | Nee 
Industrial________ Alsat Bk Sete Etat dae iegbdtin aniline eelbasiies eee 
ramen Gee Benoa Senshi isedpsicesipicctantenaiensy ta ae 
Urban renewal program financing—planning advances 
[Dollars in millions] 

1959 actual | 1960 estimate | 1961 estimate 
New commitments (net)... ... nial ; $7.6 $16. 2 $13.0 
Disbursements... -- has calaiaeheemee : &.8 13.0 12.0 
Repayments 6.0 14.5 3. 5 
Net change in balances outstanding__- ite “ : 2.7 —1.5] 1.5 
Balances outstanding, end of year__. ; : . 17.2 15.7 | 14.2 





Planning advances are made to assist local public agencies to finance the 
undertaking of surveys and plans for urban renewal projects, the costs of pre- 
paring general neighborhood renewal plans, and feasibility surveys. Advances 
are repayable with interest from funds becoming available for the execution of 
urban renewal projects. 

Disbursements for planning advances of $13 million and $12 million, respec- 
tively, are anticipated in the current and budget years. During the same periods, 
repayments of previous advances are projected at $14.5 million and $13.5 mil- 
lion, respectively. The repayment estimates include amounts of $3.5 million 
and $0.5 million, respectively, from available capital grant appropriations, as 
authorized by the Housing Act of 1959 to reimburse the loan fund for uncol- 
lectible advances made in connection with terminated planning activities. How- 
ever, the locality’s obligation for repayment will be enforced in the event that 
an urban renewal project is ever undertaken with Federal assistance in the 
area for which the planning advance was made. 
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Temporary project loans 


{Dollars in millions] 


| | ; ; 
| 1959 actual | 1960 estimate | 1961 estimate 


Contract commitments: 
Gutstarding, start of years 2... 2.5 snc ccs--eeapf $429. 5 $762. 5 $1, 061.0 
Commitments during year (net) _- seek aati tal 370. 5 | 353. 0 400. 0 
a ee | 762. 5 1, 061. 0 1, 351.0 
Federal loans: 
Disbursements 7 ee RNS 2; Bene een | 60.1 176. 4 100.0 
Repayments from project funds_.____._.._.._- hii sth eg head 16.9 25. 6 45.0 
Refundings by non-Federal loans___________- aids ater 44.2 94.3 35.0 
Net change in balances outstanding....__...__.__________- —1.0 +56. 5 +20. 0 
Balances outstanding, end of year_..............-_______-- 53.3 109. 9 129. 9 
Non-Federal (guaranteed) financing: 
Borrowings from private sources. -__...........-.-.......-- 173. 1 239. 4 300. 0 
Repayments from project funds_- Sa et 5) JOT 20.7 | 28.9 65.0 
Refundings by Federal loans._.._____._...-.._--.--.-____- 13.0 | 63.3 25.0 
Net change in balances outstanding..._................--- +139. 4 | +147. 2 +210. 0 
Balances outstanding, end of year__............-....---.-- 270. 7 417.9 627.9 











Commitments for temporary loans are made to assist local public agencies by 
providing for the interim financing necessary to carry out an urban renewal 
project. 

Temporary loans are repayable with interest. Such loans are repaid from 
funds derived from borrowings from private sources, or funds received as 
proceeds of the sale or lease of project land, Federal capital grants, or local 
eash grants-in-aid. 

Borrowings from non-Federal sources for project expenditures are made 
where loans can be obtained from private sources at an interest rate lower 
than that specified in the contract for direct Federal borrowings. The Federal 
loan commitment is pledged by the local public agency as security for such a 
private loan. Most communities arrange to utilize this method of financing 
after the initial months of project operations, since the lower interest costs of 
non-Federal borrowings reduce project costs. 


Definitive project loans 


{Dollars in millions] 








1959 actual | 1960 estimate | 1961 estimate 





New commitments... 

Federal loans: 
Disbursements. __- as — is Sh twhccnesemensal : ‘ : ; ad ¥ 
Balances outstanding - -- ani Fike Siva oaciidl : Se pian 

Non-Federal financing | 
Borrowings. -._.---- ante an aa Lieder 2.8 | 5.0 | 1 
Repayments srialasahanie aalbniaticandidapsrirasieitinigaieasaRcemins Se5usy (i 
Net change in balances outstanding.........-- atta ; ; | +-5.0 
Balances outstanding, end of year_........ icicoaee | 2.8 | 7 


5 Seneiiedtesdh-tntdeiadeatan ese dioeietadied } $2.8 
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1 Less than $50,000. 


Definitive project loans are the form of long-term financing employed when 
project land is leased to private or public redevelopers instead of being sold. 
Lease proceeds are pledged to meet the debt service on such loans. 

The first definitive loan contract was executed during fiscal year 1959. As 
under temporary project loan contracts, the local public agency may turn to 
private sources for the needed financing, or borrow directly from the Federal 
Government if funds are not available at lower than the contract rate. It is 
expected that non-Federal sources will provide most if not all of the funds in- 
volved in definitive loan financing. 

Urban renewal grants 

Title I grants are authorized to make urban renewal possible by contributing 
to the net costs of urban renewal projects. In the main these costs reflect the 
write-down of slum land value to a level permitting redevelopment of the project 
area by private enterprise for the new uses specified by the urban renewal plan. 
Grants may also be made to cover up to two-thirds of the costs of (@) demon- 
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stration projects (within an overall limitation of $5 million), and (b) the 
preparation of community renewal programs. 

The Housing Act of 1956 authorized Federal grants to reimburse local public 
agencies for relocation payments to displaced individuals, families and business 
concerns for reasonable and necessary moving expenses and loss of property, 
Such payments are currently limited to $200 for individuals or families, ang 
to $3,000 for business concerns. 

Local grants-in-aid may consist of cash; donations at cash value of land or 
other real property ; demolition and removal work; installation of necessary site 
improvements; or the provision of public buildings (or other public facilities) 
necessary to accomplish the approved urban renewal plan for the area. At 
the close of fiscal year 1959 about 90 percent of the projects under contract 
involved the provision of some portion of the local grants-in-aid in the form of 
cash. 

Grant authorizations and reservations.—The original title I authorization pro- 
vided for an aggregate contract amount of $500 million. The authorization was 
increased under amendatory statutes as shown in the following table: 


{In millions] 


Increase in | Cumulative 


Source and effective date authoriza- | authoriza- 
tion tion 

Housing Act of 1949 (Public Law 81-171): 

July 1, 1949_. $100 $10 

July 1, 1950___- ; ‘ | 100 | 200 

July 1, 1951-. 100 | 300 

July 1, 1952_. 100 | 400 

July 1, 1953_- 100 | 500 
Housing amendments of 1955 (Public Law 84-345): | 

July 1, 1955_. 200 | 700 

July 1, 1956_- : | 200 | 900 

Additional available at discretion of the President. | 100 1, 000 


Housing Act of 1957 (Public Law 85-104): Available upon enactment (July 


9.1087). ...... as a 350 1, 350 
Housing Act of 1959 (Public Law 86-372): 

A vailable upon enactment (Sept. 23, 1959)............-- ose-se] 350 | 1,700 

a a a ein enirnbhn amen ukemonta 300 2 000 


The number of projects and the amounts involved for cities with projects 
approved for planning and for execution as of December 31, 1959, are presented 
in the listing that follows: 


Estimated grants as of Dec. 31, 1959 


Sarena seem, ROMO, EP trees riser eresn eaten $1, 396, 032, 835 
Urban renewal projects: 

a sll $1, 393, 814, 201 

INE IIE IO II «sss ssisiiesanhiminin emis tanaiigtaniannansmsanns 4 

I ech tenes Malin ssiabiatiminete 417 

i ea dedicat ails Somamteecninsioin 698 
Demonstration projects : 

tea $2, 218, 634 


I a I a a ate ee eal atest 28 
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Estimated grants as of Dec. 31, 1959—Continued 
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State and city 


_— 


Alabama, total. ........-..-. 
Auburn. -_- 
Bessemer - - 
Birmingham 
Cullman 
Decatur. .-...- 
Demopolis. 
Dothan. 
Elba ---- 
Eufaula_ sie 
Fairfield..........- 
Florence 
Gadsden 
Huntsville. 
Linden.-.-_..- 
Mobile__. 
Montgomery 
Phenix City.......... 
eS cvinicerinsninas ties 
Sylacauga_ a 
Tuscumbia..---_-- 


Alaska, total _.---- 


Anchorage... 
Fairbanks- -- 


Arizona, total 
Flagstaff 


Phoenix 
Tucson 


Arkansas, total 


Junction City. -_-- 
Little Rock 
Morrilton. . _- 
Texarkana 


California, total... 


Berkeley 
Catexico 
Fresno 

Los Angeles 
Marin County 
Merced 
Monterey-. 
Oakland. 
Pittsburg 
Richmond...- 
Rio Vista 
Sacramento. 
San Bernardino 
San Francisco 
San Jose......-- 
San Pablo_.--. 
Santa Clara. . 
Santa Cruz.-. 
Santa Monica 
Seaside ; 
South Pasadena_. 
Stockton 
Sunnyvale... 
Vallejo 5 
Woodland. 


Colorado, total... 


Denver 
Pueblo 


Connecticut, total. -..-- 


Ansonia... -. 
Bridgeport 
Bristol 
Danbury 
East Granby 


| 


Number 
of 


| projects 


31 


one | 


~) 


at et ht et ee a ett 


fmt et ek et DNS et et et et ae et tt Bt 








| $16, 125, 224 | 


Amount 


12, 
1, 274, 
4, 272, 
381, 
481, 
189, 
652, 
213, 
226, 
830, 
367, 
100, 


we noKe 
> 


111 


926 


798 


281 | 
312 
874 


576 
222 
112 
974 
361 
963 


, 298 
, 449 
b, 765 | 


5, 358 | 


3, 035 






ee 
= oe | 
So 


59, 352 


, 463 
3, 889 | 


», 950 


ed 


2, 823 





80, 


_ 
Low 


no bh 
% 


623, 


510, 
479, 
2, 484, 
460, 


4, 028, 


2, 389, 
1, 639, 
67, 791, 
2, 832, 
850, 
3, 513, 
3, 851, 
244, 


, 696 


, 967 





| 
| 
1| 
| 
| 
| 
1] 
| 
{| 
\ 


| 


| 
| 


, 554 | 
, 100 


, 155 


000 | 


364 | 


. 317 
5, O48 | 


, 904 


BO4 


160 | 


153 


6, 587 
, O86 


, 587 
5, 696 
3,115 
, 130 


gYUS 


072 | 


077 
425 
196 


State and city 


Connecticut 
Farmington. 
Hartford - 
Killingly. __-- 
Meriden..........- 
Middletown.. 
Naugatuck. __-- 
New Britain... 
New Haven 
Norwalk. 
Norwich_._._- 
Putnam _-_-- 
Seymour. -.-....-- 
Stamford 
Torrington _ _-- 
Washington. 
Waterbury 


Delaware, total 


Wilmington. - 


District of Columbia, total- 


Washington. 
Florida, total... 
Tampa- --- 


Georgia.---- 
Americus... 
Atlanta... 
Augusta 
Bainbridge 
Cartersville. 
College Park-_.. 
Columbus. 
Cordele 
Decatur __ 
Douglas 
Dublin 

East Point 
Fitzgerald 
Lawrenceville 
Lithonia 
Macon 
Manchester 
Marietta 
Moultrie 
Nashville 
Savannah 
Valdosta 
Waynesboro 


| 
Hawaii, Total 


2, 666 |) 
, 000 


040 | 


093 
7, 367 


000 


588 
100 
400 
5O4 


953 


287 
666 


197 


O83 


fio 
7 
297 
593 


Honolulu... 


Illinois, total. 


Alton. 
Bloomington 
Ciaro 

Chicago 
Chicago Heights 
Fast St. Louis 
Galesburg 
Maywood 
North Chicago 
Peoria 
Robbins 

Rock Island 
Springfield 


Indiana, total 
East Chicago 


Evansville 
Gary 


-Continued 


| Number 


of 


5 


x 


pet CN Det tt et et et Ct et et et 


¥ 
capa ih Gal Gaal Sl ts WA a it Bd 


36 32, 183, 348 


re BD 


Amount 


$24, 969 

5, 081, 905 
134, 653 

1, 240, 000 
1, 558, 212 
2, 228, 927 
2, 603, 035 
32, 925, 108 
3, 516, 632 
768, 000 
2, 621, 398 
401, 345 
460, 019 

1, 558, 555 
348, 875 

1, 027, 116 


2, 000, 719 
2, 000, 719 


, 828, 935 


14, 828, 935 





821, 162 


287. 000 
16, 909, 776 
1, 197, 963 
248, 372 
417, 294 
437, 000 
, 731, 023 
100, 000 
550, 000 
524, 259 
315, 780 
, 310, 000 
362, 167 
286, 436 
102, 872 
484, 605 
200, 000 
, 025, 825 
368, 258 
96, 000 

. 478, 294 
539, 204 
161, 220 


~ 


_ 


a 


9, 220, 940 
9, 220, 940 
348, 587 


21, 232 
172, 000 

5, 000 

3, 035, 294 
, 944, 668 
, 601, 023 
144, 921 
755, 784 
, 021, 087 
, 468, 736 
, 127,179 
693, 500 
356, 163 


-— 


tw 


. 453, 626 


_ 


5, 652, 959 
, 061, 941 
, 304, 010 


noe 








State and city 


Indiana—Continued 
La Porte 
Michigan City. 
Mishawaka 
South Bend 


Iowa, total 


Des Moines 
Waterloo 


Kansas, total 
A tcl ison 
Kansas City 
7 opeka 
Wichita 
Kentucky, total 


Frankfort 


Hazard 
Hopkinsville 
Louisville 
Martin 
Newport. 
Paris 


Prestonburg 


Louisiana, total 


New Orleans 


Maine, total 
Bangor 
Portland. 


Maryland, total. 


Baltimore 


Massachusetts, total_.. 


Boston -- 
Brookline 
Cam bridge- 
Chelsea 
Fall River 
Fitchburg 
Gloucester... 
Haverhill_. 
Lawrence 
Lowell 
Massachusetts 
large. _. 
Medford 
North Adams 
Plymouth 
Revere 
Somerville 
Springfield 
Wilmington 
Worcester... 


State 


Michigan, total 


Battle Creek 
Detroit 
Grand Rapids 
Hamtramck 
Hazel Park 
Highland Park 
Inkster 

Jackson 
Kalamazoo 
Mount Clemens 
Muskegon 
Pontiac 


| 

| Number 

| of 
projects 


— et et et 


a» bo 


DOK He ee 


| 


| 


830 


Amount 


$473, 
374, 
158, 
1, 428, 
7, 177, 
6, 237, 


940, 


16, 348, 


1, 916 
438 
48U 
1, 503 


500 
714 
302 
200 
179 
000 
179 
377 
$22 
974 


17, 811, 337 


1, O18, ¢ 


133 
322 
13, 919 


50, 5i 


9 199 


128, 


108 


OY 


1, 989 


_— 
>=) 
oS tw 
“I ho 


eon 
war 

== 

oS 





State and city 


Michigan—Continued 
Port Huron 
Royal Oak 
Saginaw 
St. Clair Shores 
Wayne 


Minnesota, total 
Duluth 
Minneapolis 
St. Paul 


Mississippi, total 


Cleveland 

Tupelo 
Missouri, total 

Colum} 


Inde pendence 
Jefferson City 


Joplin 
Kansas City 
Kinloch 
Kirkwood 
Mexic 

St. Charl 


St. Louis 
St. Louis County 
Webster Groves 


Las Vegas 
Ren 


New H am pshire , total 


Manchester 
Nashua 
Portsmouth 


New Jersey, total 


Asbury Park 
Atlantic City 


Camden 
E ast Orange 
Edison Townshij 


Elizabett 

Franklin Township 
Hackensack 
Hoboken 

Jersey City 

Long Branch 
Metuehen 
Morristown 

Mount Holly 
Newark 

New Brunswick 
New Jersey State at large 
North Plainfield 


Orange 
Passaic 
Paterson 
Perth Amboy 


Phillipsburg 
Plainfield... 
Princeton 
Trenton 

Union City 
Wayne Township 


New Mexico, total 


Las Cruces 





Estimated grants as of Dec. 31, 1959—Continued 


| 
| Number 
of 


projects | 


Amount 


$931, 098 





to 


361, 078 


2, 800, 000 


438, 000 


, 998, 593 


374, 730 


492, 600 


, 407, 656 
, 474, 474 


921, 726 


411, 726 
510, 000 


738, 409 


, 831 


362, 263 
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Estimated grants as of Dec. 81, 1959—Continued 





| Number 





Number 
State and city of Amount State and city 
projects 
New York, total....-.....-.- 64 |$210, 109, 262 Pennsylvania—Continued 
$$$ | Chambersburg--.--.-..- 
acing iti 1 685, 955 Te Fe et ad 
Binghamton--._.....-.-- 1 1, 739, 161 Clairton 
A 6. cacusasoase cae 2 12, 455, 408 Connellsville : 
i eS ea $1, 945 Darby Township---.__- 
Ne . 75,000 |} Duquesne_..._.--- 
Greenburgh - - -- ateeia 1, 825, 000 Easton. ___. 
Hastings-on-Hudson_--_- 440, 000 Erie aed 
Hempstead_........-.- 1, 464, 400 Farrell . 
ee EEE 565, 049 Harrisburg - ---- 
BE WOE. nc cccaccemece 461, 271 Johnstown. 
a 784, 000 Lancaster 


Long Beach. .---- 
Middletown..--- 

Mount Kisco-.__-- Santas 
I Race cccsceemmrees 
New Rochelle. ---- aa 
nad 
New York State at large.| 
Niagara Falls............. 
North Tarrytown. ..--.-.-- | 





te SEE 
Peekskill. 
Pe CONE . . cc nnusoncee | 
Poughkeepsie_...........- 

Rochester. _ .. 
Rockville Center_.....--- 
Rome. - - aa 
Schenectady 

CO eee | 
Suffern. 

Syracuse 
RD. cw cnccnchoseel 
ne mal 
ES 


North Carolina, total_..-.- 


Charlotte _ -- 
Durham ; 
Fayetteville -.--- 
Greensboro-.- 


Laurinburg | 
Mooresville. -........--.-] 
Raleigh. - .-. ; = 
Wilmington _-. | 
Winston 


North Dakota, total_- 


Fargo ree 
Southwest Fargo- 


Ohio, total 


Cincinnati te ddd eodad 
Cleveland........-. 

Columbus 
Dayton. sowed 
DOORS. Sosdaccnddinsst 
Middletown... 
Toled- : 
Youngstown - --.....- 


Oregon, total....._. 


Coos Bay 
Eugene 
Florence 
Portland <r: 
Springfield _- bane 


Pennsylvania, total......._- 


Allentown._...._- 
Beaver Falls. 
Bethlehem 
TOON ic wn aaddeel 
Brownsville ate 
Carbondale \ 





53225 


aad 


to 


_— 


ts | 


60—pt. 2——_58 


2, 709, 666 
739, 756 
405, 669 

1, 167. 000 

5, 535, 269 

153, 978, 446 
288, 644 
475, 000 





b 
ae eh ek Dt et ND et et ett et et et et et et eet et pet eet et tet et fed et et et et 


Dh tet et et et et et 


,~Nie—nrawoo 


433, 033 
400, 000 
620, 000 
458, 720 
174, 611 

4, 037, 487 
973, 506 

1, 399, 102 

| 2,381, 697 

335, 244 

360, 267 
9, 374, 915 
166, 800 
1, 232, 458 
1, 584, 783 

| 11, 160,026 

1, 000, 000 

1, 000, 000 
270, 000 


223, 000 
190, 667 


1, 091, 370 
1, 875, 000 





| 1, 216, 633 


1, 026, 209 
190, 424 


68, 941, 228 


14, 466, 220 
11, 603, 820 


899, 703 


6, 099, 455 


270, 444 
922, 740 
211, 260 
3, 917, 719 
777, 292 


145, 931, 792 


1, 386, 400 
359, 646 
1, 400, 000 
2, 050, 559 
334, 939 





4, 544, 125 | 


965, 864 | 


10, 314, 908 | 


946, 827 | 


1, 566, 324 ! 








| 25, 892, 680 || 


3, 292, 807 |} 
1, 524, 263 |} 


MeKeesport___-_- 
McKees Rocks. 
Meadville_- ; 
Monessen. - ----. patie 
Nanticoke _. anepeepiecs 
New Kensington 
IN Sci eeseccath ananems 
Philadelphia mail 
Pittsburgh---___- aeininenigi 
9 Ee ee 
Rankin___....-- 
Reading.......... 
Scranton ---.-- 
i) — : ail 
Susquehanna Township. -| 
Swatara Township 
Uniontown. 
Wilkes-Barre_ 
Windber _- -- 
xeek..... 





Puerto Rico, total_- 


he es 
Aguadella__ EAE 
Aibonito......... 


Arroyo. ..--.- ; 
Bayamon. ---- ; mal 
Cabo Rojo. .--.-.-.. | 
SR eae mucene ; 
CE cewtinccoann 
Ce tc can asocee 
CE cncnunddadied | 
IND his iricinaineueniuidnae 
COURT 6 cn oc csstewected 
Guayanilla.__........ 
RIO on cna cn encuetenis 
Humacao....-. 
Juana Diaz....-- 
WN ccsara cic — 
ft eee ‘ 
Mayaguez... ...... 
Moca....- 
Naguabo......... 

POR i ssccdst ba 
Quebradillas. ..__- 

Rio Piedras_._-.- 

Sabana Grande. ; 
San German..-__--.-.--- } 


Bite BOOS ohn oe hn croencce 
San Sebastian- --_-.-_- : 

a on cennne~ = 
Utuado.._.- qsedsabuipnciia 
IDES... og nctwaademnnn 
Vega Baja_. 
Yabucoa. ....-- “a 
Rhode Island, total__....__-} 
PRU OD acct nem cndnns 

: : 
South Carolina, total.._.. | 


Spartanburg..........--- 


of 
projects 


FD mS et et et te Ct no 


on) 
bt 


— po et pet 


> 


Pmt mt et eh pak pet Sry tet et te at te a et et et Bet et et et DD et ee BS et Ge 





Amount 


$470, 000 


1, 


1, 
4, 


2, 


5, 
1, 


1, 
1, 


1, 
1, 
1, 


65, 
25, 


2, 
1, 
8, 
1, 


1 


nw 


’ 


_ 


277, 575 
272, 412 
258, 166 
367, 237 
160, 657 
847, 877 
728, 178 
252, 33 

431, 341 
131, 406 
943, 424 
973, 260 
828, 684 
826, 000 
293, 333 
567, 041 
735, 013 
462, 929 
479, 807 
864, 089 
567, 970 
578, 052 
485, 196 
130, 711 
195, 173 
400, 000 
427, 066 
812, 198 
088, 400 
721, 983 


, 256, 413 


420, 157 


381, 500 
429, 000 

94, 976 
160, 700 
183, 700 
127, 900 


, 093, 400 


113, 300 


, 875, 711 


307, 100 
650, 000 
241, 100 
656, 000 
774, 100 
374, 500 
122, 000 
739, 100 
319, 500 
497, 600 
121,000 


, 511, 123 


129, 100 
150, 900 
688, 726 
433, 300 


, 021, 700 


196, 160 
893, 300 
918, 411 
517, 800 

96, 700 

88, 800 
127, 300 
188, 100 
146, 550 
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Estimated grants as of Dec. 31, 1959—Continued 


| Number | 





Number 
State and city of Amount || State and city of Amount 
| projects | projects | 
| | = 
Tennessee, total - psi 32 | $66, 500,162 || Texas—Continued 

mn —— —- |} Port Isabel jaeeen 1] $577,700 
Bites 5... .2... 1 | 190,999 |} San Antonio __- ; 1 1, 997" 135 
Chattanooga. .-_..-. 1 | 10,628, 869 ate ‘ 2 1 883° 943 
PLS Cxncwsedececn 2/| 2,365, 862 aes sea 1 | 335, 793 
Clinton_-..-- ee 1 | 186, 500 che 
oe | = | 1 | 822, 365 || Vermont, total : ~ l 600, 000 
EE Sn. cee kee 3 | 548, 753 | E -—_—_—— | 
Gaetin tc... :..... } 309. 666 Burlington. -__. orse-n-s 1 600, 000 
Johnson City... aibes i 1, 020, 016 || Vire | , ee 
Knoxville. __-- 2 4, 226, 987 irginia, tota me __39, 382, 732 
Lebanon... : tee 1 | 539, 269 Alexandria l 940, 166 
BOOB ch ccc cee cen cel 4 | 20, 620, 367 | Charlottesville I 761, 916 
Morristown. .._..-.-- “ 1 | 331, 632 |) Danville 2 2, 576, 980 
Murfreesboro 2] 1,193,292 || Hampton 1 297. 666 
Nashville. _- ry 2 | 18, 888, 685 Harrisonburg 1 771, 886 
Rogersville- a l 156, 100 Newport News 1 1, 570, 986 
South Pittsburg 2 | 109, 282 Norfolk 4 25, 951. 058 
Shelbyville - ica gtk oii 1 3, 302, 718 Portsmouth 1 1, 467, 190 
Springfield _. Sadbe a4 519, 715 Richmond l 1, 657, 668 
Tullahoma. . ‘ l 113, 606 Roanoke ] 2, 066, 659 
Union City... ene 1 268, 201 South Norfolk 2 1, 320, 557 
Waverly -._- 2 157, 278 


= : =< Washington, total 3 2, 507, 624 
Texas, total. _.._- 2 21 18, 443, 742 
pies Seattle l 500, 000 
Austin _____- BS BT ad 1 395, 750 Tacoma 1 1, 057, 500 
Clute l 277, 586 Vancouver l 1, 040, 124 
Corpus Christi 1 2, 715, 600 
Crystal City 1 423,196 || West Virginia, total 4 5, 530, 055 
Edcouch _ _- 1 212, 666 
Edinburgh. aadeata ] 324, 000 Bluefield l 683, 000 
Grand Prairie. ae 1 1, 594, 544 Charleston 1 1, 004, 600 
Harlinger l 317, 072 Fairmont l 2, 747, 484 
Los Fresnos 1 315, 400 Wheeling l 1, 094, 971 
Lubbock. 2 3, 687, 095 
Marshall. l 110, 030 Wisconsin, total 6 19. 948. 069 
Mercedes 2 1, 621, 313 
Mission - 1 172, 652 Madison 2 2, ORS, 957 
Port Arthur 1 1, 479, 267 Milwaukee 4 17, 859, 112 
{In thousands] 
1959 actual 1960 estimate | 1961 estimate 
Grant contracts executed (net ; ; $289. 0 $260.0 $350. 0 
Urban renewal project grants 276. 1 236. 2 327.5 
Relocation grants 12.7 20.0 18.0 
Demonstration projects 2 1.3 1.5 
Community renewal programs__--- ae 2.5 3.9 


As of the close of fiscal year 1959, the cumulative net total of contracts for 
grants had reached $712.2 million. Some $2.2 million of this amount repre- 
sented contracts for demonstration projects; the balance covers contracts to 
assist local urban renewal projects, including reimbursements for relocation 
payments. Under the estimates, over $1.3 billion of contract commitments will 
have been executed by the close of the budget year, an increase of approxi- 
mately 85 percent over the June 1959 total. Some $5.5 million of commitments 
for the preparation of community renewal programs are also anticipated 
through the budget year. In addition, the aggregate amount of $5 million 
authorized for the purpose of assisting projects approved under the demonstra- 
tion program is expected to be under contract as of June 30, 1961 


Appropriations and disbursements 


Funds for the payment of urban renewal grants under contracts executed by 
the Agency are provided by appropriations. Appropriation of $150 million is 
requested for the budget year. The estimates in this justification are based 
upon the assumption that a supplemental appropriation of $50 million, as pro- 
posed in the 1961 budget, will be enacted for fiscal year 1960. 
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Disbursements in fiscal year 1959 amounted to $75.5 million, with a cumula- 
tive total of some $206.9 million. The aggregate payments were made to 190 
urban renewal projects and to 25 demonstration projects for which contracts 
had been executed as of June 30, 1959. The cumulative disbursements to urban 
renewal projects included final payments for the first 26 urban renewal projects 
completed. 

Disbursements in the current year are estimated in an aggregate amount of 
$140.1 million, including final payments to 25 projects expected to complete 
during the year. In the budget year, aggregate disbursements are estimated at 
$150 million, including final payments to 40 projects expected to reach com- 
pletion. Appropriations and disbursements of grants are summarized in the 
table below : 


[In millions] 


—— | 


Appropriations | Disbursements 
Fiseal year . <3 . taal Balance, 
i -— : year end 
Annual } Cumulative | Annual Cumulative 
Biceetes ——_—__—_—__-_-—__- - - -—--| -~———_, — — | — | $$$ _____. 
Actual: | 
aa : nol $s $8 | $7.8 $7.8 | $0.2 
1954__- : 20 28 | 11.6 19. 4 | 8.6 
1955 ; 39 67 | 33.5 52.9 | 14.1 
1956 . . ; 50 117 | 13. 6 66.5 | 50. 5 
1957 : 40 | 157 | 29.6 96.1 | 60.9 
1958... as Stuaeintee 157 | 35. 2 131. 4 | 25.6 
1959 a eh | 50 207 15.8 206. 9 > 
Estimate: | | 
1960... Scie | 1140 347 | 140.1 | NR Foss. dl écbon ce 
knees i -| 150 | 497 150.0 | ee Ti 





1 Includes $90,000,000 provided in Independent Offices Appropriation Act, 


1960, and $50,000,000 proposed 
in the 1961 budget as a current year supplemental appropriation. 


Demonstration projects—program highlights 


1959 actual | 1960 estimate | 1961 estimate 


Total projects during year-.-.-_- 


dapaletiint 20 29 31 
Active, beginning of year-- iumoavendlbbintte 18 | 19 | 19 
Appr oved : _ sn oda saa 2 10 2 
A Re ee ae haha ania Wseebie 1 a 10 7 ha 
SI NN i 19 19 22 





The demonstration program was authorized in section 314 of the Housing 
Act of 1954, which authorizes grants to public bodies to pay up to two-thirds of 
the cost of projects to develop, test, and report on new or improved methods and 
techniques for the prevention and elimination of slums and urban blight. The 


aggregate amount of grants within the total title I grant authorization is limited 
$5 million. 


URBAN RENEWAL CONTRACT AUTHORIZATION 


Mr. Tuomas. I note total estimated amount of grants is 
$1,396,082,835. You have an authorization up to $2 billion that you 
get automatically. All you have to do is to go to the Treasury. Is 
that. right ? 

Mr. Frantz. Two billion dollars after July 1; yes, sir. 

Mr. Tuomas. If my arithmetic is correct, and relying on my mem- 
ory, you actually expended $298 million of that $2 “billion as of 
June 30. Is that correct? 

Mr. Frantz. As of June 304 You are close enough, 


sir—it is 
$297 million. 
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ESTIMATED GRANTS BY STATES 





Mr. Tuomas. Gentlemen, may I call your attention to some of these 
expenditures by States? 

Alabama $16,125,224. These are more or less one step in the pipe- 
line. California, $80,682,904. Connecticut, $67,791,197. In the Dis. 
trict of Columbia—you have just a little less than the State of Con- 
necticut, $64,828,935. Georgia, $32,183,348. 

In Tlinois, $102,348,587. 

Massachusetts does not get as much as the District of Columbia— 
$43,716,640. 

Missouri gets $55,785,760. 

New Jersey gets $72,937,831. 

New York gets $210,109,262. 

Ohio gets $68,941,228; just about the amount of the District of 
Columbia. 

Pennsylvania gets $145,931,792. 

Puerto Rico gets $28,420,157. 

Tennessee gets $66,500,162. 

Texas gets $18,443,742. 

The largest cities of Texas do not even have a penny in the pro- 
gram. The only large city is San Antonio. Why is that? 


ENABLING LEGISLATION 


Mr. Mason. Some of this is because of the local enabling legislation 
in Texas. 

Mr. THomas. What do they require before they can get into this! 

Mr. Waker. I think the chairman knows that you have to have 
a State enabling act in order to create the contractual entities to 
whom we can make these grants, and this has been missing in several 
of the States until quite recently. I believe Texas was one of those 
States. 

Mr. Tuomas. What else, besides the enabling act to permit them to 
make these contracts, do you need? You brushed aside the touchy 
point. 

Mr. Waker. I suspect, sir, that, if the city itself were to enact 
an ordinance which would meet the requirement of the one-third 
matching grant, there would be nothing to stop it. 

Mr. Tuomas. What are the other strings attached to it? 


WORKABLE PROGRAM REQUIREMENTS 


Mr. Waker. The only other basic requirement is the workable 
program. 

Mr. Tuomas. What comprises a workable program ? 

Mr. Waker. There are seven things in this program designed 

rincipally to insure a continued healthy condition of the housing 
in the city. 

One of the difficulties in Texas, as well as some other States, and 
a very valid one, is the requirement of zoning ordinances which at 
times prove very troublesome for a community either to adopt or 
pursue this program. 

The other six basic requirements are 
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ZONING ORDINANCES 


Mr. Tuomas. You put your finger on the main one, and that is 
it. The zoning and health problem is the big one. 

Mr. Waker. That is right. 

Mr. Tuomas. The Federal Government lays down the standards 
and the communities regulate their own city. 

Mr. Warxer. I will say this, Mr. Chairman: We have tried to 
operate with an eighth ingredient in a workable program, and that is 
one of good faith. 

If a locale indicates they are willing to do and will attempt to do 
a housing maintenance job, we have not alw ays made it an absolute 
requirement that there be a zoning ordinance. 


TITLE I REQUIREMENTS REGARDING WORKABLE PROGRAMS 


Mr. Tuomas. The enabling legislation says what on this particular 
point ¢ : 

Mr. Waker. It spells out the basis for these seven ingredients in 
the workable program. 

Mr. THomas. What does it say about zoning and health require- 
ments, however? It gives to the Administrator an unlimited author- 
ity, and it does not lay down any hard and fast rule. 

Mr. Waker. That is right. 

Mr. Tuomas. It leaves some judgment up to the local community. 
The Administrator’s Office has laid down hard and fast rules which 
take from the local community anv say-so over this particular subject 
matter. It states: If you get Federal funds you will comply with our 
regulations. 

Mr. Mason. In the case of one community in Texas, Mr. Thomas, 
we have used what Mr. Walker calls the rule of reason, where the 
community indicates a desire not to have this kind of zoning ordinance 
and we have not required it. 

Mr. THomas. But you put them in a spot. By rule of reason, they 
will have to call a local election and get the community all upset and 
disturbed. You disturb present property values by transferring an 
increased property value to this location, taking away its present 
value, and depreciating values here and yonder. You are doing all 
that with their own money, at least a certain part of it. 

Mr. Mason. We ask this community we are speaking about to create 
an atmosphere where this kind of ordinance might eventually be 
brought into being, but we did not demand a public election. In fact, 
I am sure we feel a public election at this time would be less than desir- 
able. They have rece ntly had one on this subject. 

Mr. Tuomas. Put it in the record and call the name of the com- 
munity. 

Mr. Mason. Houston, Tex. They have a workable program in 
Houston. 

Mr. Warxer. I would like to point out that in the workable pro- 
grams across the Nation there are many, many communities that have 
not enacted ordinances or embraced housing codes as such. We have 
not withheld workable programs because of the absence of these codes. 

However, if a city enacts a code, and so states in its workable pro- 
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gram that they have this code, but there is an absence of enforcement 
we believe we should require at least a standard of enforcement. 

We understand in many cases they must enforce with compassion 
where they are overcrowded, but there are many communities where 
we have not withheld workable programs because actual codes are 
not on the books. 


RESERVATIONS 


Mr. Jonas. With regard to these cities listed, they show a total of 
$1,396 million in reservations, Is that what they are—reservations? 

Mr. Mason. Yes. ; 

Mr. Jonas. How long do these reservations hold good ? 

Mr. Watxer. There has been no limitation in the act as to the 
length of time these reservations can dangle. One of the things I 
felt, and the Administrator agreed with me, was that we ought to 
take a fair and friendly look at many of these dangling reservations, 

Mr. Jonas. I am interested in that because on page F-21 I notice 
that you have $210 million reserved for New York and $11 million 
for North Carolina. I am aware of the fact that North Carolina 
was late in passing the state enabling legislation. 


STATUS OF PROGRAM IN NORTH CAROLINA 


Mr. Waker. Yes, sir, it was in 1959. They are still in litigation 
in North Carolina. 

Mr. Jonas. Litigation where ? 

Mr. Mason. People bringing test cases against the State enabling 
legislation. 

Mr. Jonas. I am thinking of the first item in North Carolina— 
Charlotte. You have a reservation of $1 million. I understood that 
was firm and available and all legal complications were out of the 
way, and as soon as their plan progresses far enough the money would 
be available. 

Mr. Warxer. This is true. We made an administrative determina- 
tion that we would not hold back in North Carolina because of liti- 
gation. We made this determination on the basis we did not hold 
back any of the other States as this program evolved, and therefore 
we should not withhold from the towns of North Carolina the same 
opportunities given other towns. 

Mr. Jonas. If you have total authorizations of only $2 billion, and 
you have reservations of $1,396 million against that already, that 
leaves you only about $600 million in free money; does it not? 

Mr. Wacker. Approximately that. 

Mr. Jonas. That will not be enough to bring anything like equality 
among the States. Is that not true? 

If you continue to reserve money for New York, for example, where 
you already have $210 milion reserved you will be spending a pretty 
heavy percentage of your money in one State. Since North Carolina 
follows New York in the list of States alphabetically I cannot help 
but comment on the comparison. 


STATE LIMITATION 


Mr. Tuomas. The law says that 10 percent of the total authoriza- 
tion can go to one State; does it not? 
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Mr. Waker. Twelve and a half percent, Mr. Chairman. It was 
increased by Congress. 

Mr. Jonas. It was originally 10 percent. 

Mr. Waker. That is right. 

Mr. Jonas. When was it increased to 1214 percent? 

Mr. Warxer. In the Housing Act of 1959. 

Mr. Jonas. If it had not been for that you would be in trouble in 
New York, would you not ? 

Mr. Waker. Yes, sir. If you are interested, I might say to you 
that these kinds of reservations, based on formulas or 10 percent of 
all the money going into one city or this kind of thing, have been 
discontinued. 

I would suggest that North Carolina’s picture at the end of 1960 
as the cities move in will look somewhat different from what it does 
today and there will be ample funds. 


REVIEW OF OUTSTANDING RESERVATIONS 


Mr. Jonas. Would it not be wise to review these longstanding 
reservations—it might take legislation—to eliminate the desirability 
of having one or a few cities preempt all of the money? If they are 
ever going to use the reserved money, should there not be a time limi- 
tation within which they would have to act ? 

Mr. Warker. We could not agree with you more, and we are in 
the process of doing that. 

It might hearten you to know we have already recaptured some 
$97 million and we have $41 million that we know we will recapture 
in the next 3 months where there is a voluntary relinquishment of 
the reservation by the city on two very valid bases, I think: 

First, the city itself cannot match its one-third without disturbing 
every other municipal function, particularly its capital improvement 
program : 

Secondly, they are unable to digest these large amounts. By 
“digestion” I mean having brick and mortar brought in to bring the 
project into actual fruition rather than planning. 

We are doing this and reviewing every city. 


AUTHORITY TO CANCEL RESERVATIONS 


Mr. Jonas. What authority do you have to cancel the reservation 
unless it is voluntarily surrendered ? 

Mr. Wacker. We do have authority to actually cancel the reser- 
vation for nonfeasibility, which can be established by the project not 
coming into existence, but we have not used this authority at this 
point. 

Mr. Jonas. Do you have any authority to cancel the reservation 
merely through lapse of time ? 

Mr. Waker. There is nothing spelled out, but we do have the 
authority to cancel this reservation for nonuse. 

Mr. Tuomas. This is all back-door financing. They have no limi- 
tation. If Congress passed each year on the annual request it might 
be a different situation from what it is now. 

Mr. Jonas. That is all. 
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EXTENT OF UNUSED RESERVATIONS 


Mr. Botanp. How long have some of these reservations been in 
force without the community actually using any part of the money? 

Mr. Waker. I am sorry to tell you, sir, “that some of them are as 
old as 10 years. I would say the average of the larger dangling reser- 
vations would be in the vicinity of 4 to 5 years. 

Mr. Botanp. What would be the total amount of those which have 
been delayed for a long period of time, speaking of the total amount 
of reservation ? 

Mr. Waker. I would not be able to give you a firm figure, but I 
would guess around $300 million. 

Mr. Botanp. With respect to communities which have gone ahead 
and razed particular areas—where they have torn down buildings 
in the slum areas—are there many instances where they have torn 
down the buildings and now all] that is in the area is just a vacant 
plot of land with no buildings being erected ? 

Mr. Waker. There are too many instances of this; yes, sir. 

Mr. Botanp. What is the problem there ? 

Mr. Waker. The problem is that in the original conception of this 
program it became pretty much a lawyer’s and planners’ program, 
Let me give you an illustration. Take a town in Ohio where the 
urban renewal plan called for high rise apartments. This town is 
not ready for, nor does it want, high rise apartments. Its way of life 
does not suit it. 

This pl un goes begging because of poor ple inning overly optimistic 
plans as to what can be created. 

To correct this, the usual procedure, when a local public ageney 
goes into this business and they get a survey and planning reservation 
or grant of money, is to retain a “pl: sunning consultant. 

In the new manual which we have just issued as of yesterday we 
have made it a requirement that there also be a market analysis so 
that the planner plans within the framework of feasibility and po- 
tential disposition of this land rather than to plan—well, we do not 
want them to come down from the ivory towers completely. On the 
other hand, in urban renewal we want them to plan what can be sold 
on the market to the knowledgeable people who will build it in private 
enterprise. 

Mr. Tuomas. This table on F-—1 and the table on F-2 tells the tale. 
Of course, the program is 11 years of age. It has been testified some 
of these commitments are 8, 9, and 10 years old and have not been 
used. 

Of all the figures here there is only one figure which in my judgment 
amounts to very much, and that is new executions. That is what 
counts. 

You refer to certifications of 405 in 1959, 220 in 1960, 190 in 1961. 

You have recertifications, and you plow the same ground. 

Approval for execution: 96 in 1959, 110 in 1960, and 110 for 1961. 
All the rest of this is so much plowing around. 

The other figure which amounts to something out of all the figures 
is the actual expenditures—$167 million estimated as against $195 
million for 1960. 








Ww) 





~S — 


wn 


eV a [rhe we nr = WG aa 


- 


— 


= Wwe 





839 


The budget for fiscal 1961 requests the following appropriations 
for urban renewal—$150 million for grant payments under existing 
contracts. That goes back to the 110 actually completed. You have 
$4,750,000 for urban planning assistance grants. You have $7,800,000 
for administrative expenses. Added to that you had a supplemental 
request of $50 million which was turned down and a supplemental 
appropriation of $2 million for urban planning assistance for 1960. 


RESULTS OF OPERATIONS 


You have 26 urban renewal projects which have been completed in 
21 communities within a period of 11 years. 

You have 364 title I urban renewal projects which were in their 
execution. That means nothing, 

You have had 231 locations. That could have been a letter, a 
promise, or anything. 

You have had 234 additional projects in various preliminary stages 
in 199 communities. 

Then you break it down to 50,000 parcels of real estate, 5,000 acres 
of land, 80,000 families relocated, 90,000 dwelling units, 45,000 others, 
and so on. 

In financial terms you show $1,336 million for urban renewal grant 
funds which have been reserved out of a total authorization of $2 
billion ; $836 million formally had been committed through contracts; 
$1,157 million is for planning advances; $231 million had been dis- 
bursed for urban renewal, relocation, and demonstration grants. I 
had that figure of $297 million rather than $231 million. Which figure 
iscorrect ? 

Mr. Waker. $297 million is the appropriated fund, sir. 

Mr. Frantz. $231 million is as of November 30, when this was first 
written. 

TRAVEL EXPENSES 


Mr. Tuomas. I have a note here to look at M-4. Travel goes up 
from $466,300 in 1960 to $529,000 in 1961. What part of this is for 
urban renewal ¢ 

Mr. Frantz. $354,000. 

Mr. Tuomas. Insert the table on page M-3 in the record. 

(The table referred to follows:) 








Travel 
| | 1960 estimate 1961 estimate 
Se OA Ts ne Ri = en So 
Program or activity cost 
| Number | Cost | Number Cost 
of days | of days | 
| | | 
General agency supervision....-........_-- $27, 035 900 | $27, 000 | 1, 000 $31, 000 
Consolidated compliance...........-...--- 50, 825 2,120 | 54, 000 2, 200 | 55, 000 
Voluntary home mortgage credit_-_-.-...-.-. 8, 229 | 700 | 21, 400 | 750 23, 000 
Public works planning advan 2es_...______- 11, 996 530 | 15, 000 | 700 20, 000 
Urban renewal programs... ........-....---] 218, 816. | 9, 700 | 275, 000 | 12, 600 354, 000 
College housing loans_._...........-.---- .| 30, 392 | 1, 500 | $1, 800 | 750 21, 300 
Public facility loans. ...............--__-- 10, 739 540 | 15, 100 | 400 10, 500 
Liquidating activities. ......--..-.----- , 13, 750 430| 12,000 | 430 12, 000 
Community disposition. ...............--. 9, 137 180 | 5, 000 70 2, 200 
MOMa) trawel. 2505 ii ijiili 2) 380,919 | 16.600 | 486, 300 18, 900 | 529, 000 
l | 
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Mr. Tuomas. This breaks down the travel of $529,000. 

Urban renewal goes up from $275,000 to $354,000, ‘about $74,000 of 
increase in that one item. 

Then you follow with the college housing, public facility loans— 
a little decrease. 

_ Mr. Frantz. On the college housing and public facility loans, yes, 

sir. 
PROJECT EXECUTION ACTIVITIES 


Mr. Tuomas. This table at the bottom of page F-10 is good. 
At the beginning of the year you show 276 in 1959, 355 in 1960 
and 440 for 1961. 


Execution approved shows 96 for 1959, 110 for 1960, and 110 for 
1961. 

Projects completed in 1960, 25. You estimate there will be 40 com- 
pleted during 1961. 

Let us look at housing studies. 

Mr. Jonas. Before you leave that, Mr. Chairman, may I be per- 
mitted a moment ? 

Mr. Tuomas. Surely. 


BASIS FOR ESTIMATE OF GRANT PAYMENTS 


Mr. Jonas. I have read nothing in this section except a general 
statement that they will need $150 ‘Tnillion to take care of contract ob- 
ligations. There is no breakdown and supporting information. 

I think we will need more information than is given in this section 
to show that you have obligations coming due to absorb that money. 

Mr. Warker. We will certainly try to provide you with this. It 
is difficult for any locale to guess its financial needs 18 months in ad- 
vance or 12 months in advance. 

The $150 million figure you have there is nothing more than what 
we hope is an intelligent estimate of what we will need on the basis 
of the projects we suspect are coming into grant payments or com- 
pletion in the period of time. 

Mr. Jonas. You have $836 million formally committed through 
contracts. Are you saying that your best estimate or judgment is that 
you will be called on to provide $150 million of that during the next 
fiscal year? Is that the way you arrive at the $150 million ¢ 

Mr. Waker. Yes, sir. 

Mr. Jonas. Your contract obligations accrues at certain stages as 
the work progresses, does it not ? 

Mr. Waker. This is true. 

Mr. Jonas. You cannot tell in advance how fast projects will pro- 
gress. Is that the reason you cannot be more definite 4 

Mr. Watxker. Or that they will be completed. One of the things we 
are considering is to seek some relief from the Congress because of 
inability to close out a project because one or two problems dangle. 

Mr. Jonas. You know about how many of these projects will be 
completed and you will definitely know the amount of money you 
will need to liquidate your liability. 

What part of the $150 million would be in that category? 

Mr. Tuomas. He shows he will need cash to liquidate the contract 
obligations to the tune of $150 million for 15 projects. 
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Mr. Jonas. Part of this $150 million I understood was for progress 

pret and it is in the field of progress payments that you cannot 
ecific. 

Mr. Frantz. Forty completions were estimated for 1961, Mr. Jonas. 

Mr. Jonas. Is the $150 million you are asking for to be used exclu- 
sively to discharge obligations after the projects have been completed 
or is part of it to be for progress payments? 

Mr. Waker. Part for progress payments and part for 

Mr. Jonas. Can you separate the categories? 





PRIVATE FINANCING DURING PROJECT EXECUTION 


Mr. Waker. We try to develop a backup sheet on this figure. 
When we solicited the regions and tried to get estimates of actual time 
of progress payments we had a problem. Private financing is in- 
volved here, you see. 

Mr. Jonas. I was coming to that. As projects progress and the 
money is not available, either the part of the local community or the 

art of the Federal Government, how do they provide the interim 
eee 

Mr. Waker. They continue in private financing with accruing 
interest costs. 

Mr. Jonas. You mean the housing authority in charge of the proj- 
ect has authority to borrow money ? 

Mr. Waker. That is right, on the guarantee that we will pay this 
money when due. They go into the private market and borrow it. 

Mr. Jonas. You pay part of the interest / 

Mr. Wacker. Two-thirds of the interest. 

Mr. Jonas. So the only cost to the local community, then, is one- 
third of the interest ? 

Mr. Waker. That is right. 

Mr. Tuomas. No, one-third of the completed project—and they will 
put in the sewers, lands, grants, and when it is all set it costs them 
nothing. 

Mr. Jonas. I mean the only cost of the interim financing. 

Mr. Tomas. That is guaranteed by this group and no money is in- 
volved. They go straight to the Treasury and get a guaranteed loan. 
The estimate will be in round figures $1 million. They guarantee it. 

Now they come here and want $150 million to pay off that guarantee 
they have already made. 

Mr. Jonas. Is that right? 

Mr. Waker. That is right. 

Mr. Tuomas. Of course, that is a guessed figure. 

Mr. Jonas. This money borrowed to take care of progress payments 
is not borrowed from the Treasury, is it ? 

Mr. Waker. No. You mean our money ? 

Mr. Tuomas. Guaranteed by the Treasury. 

Mr. Jonas. Your part is? 

Mr. Warker. I am not certain now whether you are now talking 
about our contribution or the city’s private financing. 

Mr. Jonas. I refer to how you finance these progress payments when 
either the city or the Federal Government is not ready to put up its 
part, say, of $50,000 which is due when a $100,000 project is half 
completed. 
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Mr. Waker. This is a guaranteed loan. You go to the private 
market and take bids. 

Mr. Jonas. The local authority does ? 

Mr. Wacker. That is right. 

Mr. Jonas. nd you pay two-thirds of the interest on that interim 
loan ? 

Mr. Watxer. That is right. 


EFFECT OF DELAY IN PROGRESS PAYMENTS 


Mr. Yates. Does this have a tendency to delay the projects if the 
Federal Government’s money is not forthcoming? 

Mr. Waker. Yes, sir, in some cases. 

Mr. Yares. In what way does this happen ? 

Mr. Watxer. Well, for example, where you could have a comple- 
tion of a project and we were able to meet that completion, you can 
close this thing out. However, if you do not you must continue the 
private financing. 

Mr. Tuomas. You have not given a very accurate answer there, 
It will not slow down the construction 5 minutes. 

Mr. Waker. I didn’t know he was referring to construction. 

Mr. Yares. Yes, either way. Does it slow down the progress of 
the project at all? 

Mr. Waker. It slows it down. Suppose that the city must make 
arrangements to continue its private financing 

Mr. Yates. As it does if the Federal contribution is not forthcom- 
ing? 

Mr. Waxxer. Yes. And they are in the throes of acquisition. They 
cannot proceed with acquisition until they have finalized their fi- 
nancing. 

Mr. Yates. As I understood your reply in response to Mr. Jonas’ 
question, they are not slowed down at all because all they have to do 
is to get another loan to cover that payment. 

This sounds very simple. When I say all they have to do is to 
get another loan, that sounds simple. There are a number of diff- 
culties, though, are there not ? 

Mr. Watxer. Loans are not usually taken by the local financial 
institutions because most of the time these institutions have a re- 
striction on the amount of the bond issue they could possibly buy. 
Many times they participate up to that limit. 

Oftentimes their correspondents in the larger towns are not inter- 
ested, so they have to go to the bond houses for sales of issues. 

Mr. Yates. Is this true even though you have a guarantee by the 
Federal Government ? 

Mr. Waker. Yes, sir. 

Mr. Yates. They have to have an underwriting in order to finance 
this ? 

Mr. Waker. That is right. 

Mr. Yates. How much time does this usually take? 

Mr. Waker. Well, it takes a time between 60 and 90 days. 

Mr. Yates. Does the delay because of the necessity of a refinancing 
slow down completion of the project in any way ? 
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Mr. Wacker, In this way: If a. local agency has negotiated as 
many parcels as is possible to negotiate and has arrived finally at con- 
demnation proceedings, they must establish beyond a shadow of a 
doubt to the court that they have the financial ability to acquire. 

Until such time as they reorganize their financing they must stop 
acquisition until this is done. 

Mr. Yares. Has it happened in any cases? 

Mr. Watxer. No, sir, because we have met every obligation to date. 
In fact we have $33 million at the moment. 

Mr. Tuomas. Unobligated ? 

Mr. Waker. Unspent. Our estimate is that this will be used. 

I certainly agree with the chairman that 11 years is too long for 
these results. 

BACK DOOR FINANCING 


Mr. Tuomas. Why not go back to the basic problem? Why do you 
always insist on bypassing the Congress in the expenditure of this 
tremendous amount of money ¢ This agency has advocated this type 
of financing. What sets out your activities over and above the other 
agencies of Government where Congress passes on their programs 
every year? 

Mr. Watker. Since I have been 

Mr. THomas. You are young at this. Let Mr. Mason talk about it. 

Mr. Wacker. We have advocated the other way. 

Mr. Mason. Almost all of our programs were back door. The 
policy of the administration has changed and all authorizations rec- 
ommended in the future will be through your committee. This is 
the present policy of the administration ‘and my policy. 

Mr. THomas. That statement is very he: artening to Congress but it 
is not backed up by this year’s budget. You are seeking $150 million. 
You do not know what you will spend it for, where you will spend 
it, under what terms or under what conditions. There is nothing in 
the budget to indicate it. It is a lump sum of $150 million to liquidate 
contract obligations that you have already entered into and it is a 
debt against the Government. It will have to be paid. Congress 
has not passed on it. It does not get an opportunity to pass on it now. 

All we can do is to give you a blank check for $150 million. 

Mr. Mason. Mr. Chairman, I readily agree with you that it is de- 
sirable to have all these things go through the Appropriations Com- 
mittee. 

Mr. Tromas. It is not only the Appropriations Committee, but it 
is the Congress passing on it. This committee is only an agent of the 
Congress, 

Mr. Mason. We are for the Congress having a look at it. The idea 
with reference to this procedure, of course, is to relate these programs 
to other expenditures of the country. 

Mr. Tuomas. Well, the expenditures of the country are passed on 
by the C ag also, 

Mr. Mason. I do not argue that question, Mr. Thomas, but the 
programs were passed on by the Congress, of course. 

Mr. Tuomas. The program was, but not the annual expenditures. 
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FUTURE POLICY RE BACK-DOOR FINANCING 


Mr. Mason. Well, the amount of money that was to be allocated 
to be used. I do not think it is the best way, and in any future pro- 
grams, while I am Administrator i 1 

Mr. Tuomas. What are your plans to correct this unhealthy con- 
dition in the future? 

Mr. Mason. All future programs of this Administration will be 
through the appropriations channel. 

Mr. Tuomas. But not this $2 billion authorization you mean? 

Mr. Mason. This has already been authorized, Mr. Thomas, and 
in this program 

Mr. 'THomas. But you have only spent of that amount less than 
$300 million, is that right? 

What is going to happen to the other $1,700 million? 








STATUS OF FUND ALREADY AUTHORIZED 


Mr. Waker. Mr. Chairman, as you say, I am fairly new but I 
would suspect that the reservations made of the $1,300 million are, 
in effect, contracts and carry with them a contractual relationship, — 

Mr. THomas. We must be accurate about it. They are obligations 
of the United States and they will have to be paid if the contract 
creating the obligation is carried out. We know that. 

Mr. Yares. How is that an existing contract as you state? It is 
not a contract until the United States enters into a contract with the 
municipalities, is it? 

Mr. THomas. That is what they have done exactly to the tune of 
$1,300 million. 

Mr. Waker. That is exactly what has happened, Congressman. 

Mr. Yares. But, as I understand the testimony, it indicates that 
out of the $2 billion there have been only $300 million of that amount 
liquidated and the remainder has been made the subject of contracts 
with the municipalities already. 

Mr. Waker. Yes, sir. 

Mr. THomas. $1,300 million. 

Mr. Yates. Well, they are obligated, then. 

Mr. Tuomas. To the extent of $1,300 million. 

Mr. Yates. The entire fund is obligated, isn’t it / 

Mr. Tuomas. The authorization 1s $2 billion and there are con- 
tracts against that authorization to the tune of $1,300 million which 
have been consummated, but they have actually liquidated $297 mil- 
lion of that $1,300 million. 

Mr. Yares. But, the remainder of the fund is subject to being car- 
ried out because contracts have been executed by the Federal Govern- 
ment. 

Mr. Walker shakes his head. Am I correct 4 Do ] understand 
that correct ly ¢ 

Mr. Waker. Yes, sir. 

Mr. Jonas. Mr. Walker's position is the same as the Chairman’s 
and mine—that when the Federal Government enters into one of 
these reservation contracts, it agrees with the municipality that we 
are putting aside so much money, and when they go forward, the 
Federal Government is obligated to comply. 
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Mr. Yates. Right. 

Mr. Warxer. Right. 

Mr. Yares. That was my understanding too but I had the impres- 
sion as a result of what had just been stated that this was what had 
occurred with respect to the entire $1,300 million. 

Mr. THomas. No. 

Mr. Yates. $1,300 million has been committed by agreements with 
the municipalities. 

Mr. Waker. Yes, sir. 

Mr. OstertaG. And, it is an obligation which has to be met ? 

Mr. Yares. There is $700 million which has not yet been obligated. 

Mr. Waxker. I do not know whether this would be of interest to 
you or not——— 
~ Mr. Yates. Iam sure it would be. 

Mr. Waker. One of our first actions was to do away with the res- 
ervation at the time that a project was a “gleam in the eye” of a lo- 
cality. We now do “earmarking” which has no legal status. 

Mr. Tuomas. That is done in order to speed them up and help them 
make up their minds. 

Mr. Waker. Well, it does something else, Mr. Chairman. It 
brings you to the point of part I of a loan and grant contract—so 
that you have a chance to see whether the municipality is either able 
or willing to meet our conditions before you make the contract. 

Mr. Jonas. It does not fully commit you. 

Mr. Botan. I think that is good judgment. When you saw the 
“vleam in the eye,” the Urban ‘Renewal Administration used to go 
and make this reservation even though there was no workable plan. 
There, perhaps, was a workable plan which had been submitted but 
no survey or anything accompanying it. 

Mr. Wacker. It was based upon a “windshield” appraisal. 

Mr. Botanp. That is correct. 

Mr. Waker. And, now, we make no reservations until there are 
valid appraisals in the book. This is why some of the projects had 
to be changed considerably. 


EFFECT OF DENIAL OF 1960 SUPPLEMENTAL 


Mr. Yates. Let me get down to realities. 

What happens with respect to the $50 million request which was the 
subject of your supplemental appropriation request, and the $150 
million which you are requesting in this budget ? 

Those payments will have to be made because of commitments by 
the Federal Government ? 

Mr. Wacker. Absolutely. 

Mr. Yates. You have already entered into contracts with them? 

Mr. Waker. We have valid and binding contracts to meet. those 
payments. 

Mr. Yares. And, they will have to be paid at some time in the 
future ? 

Mr. Warxker. Yes, sir. 

Mr. Yarrs. The House, at least, has turned down your request for 
$50 million. 

What will happen if the Senate also turns that down ? 
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Mr. Waker. What will happen is that we are going to have to get 
along as best we can on the money left, and we may be in default on a 
certain number of contracts. 

Mr, Yates. That same answer would be true with respect to the —~ 

Mr. Waker. $150 million. 

Mr. Yares. The entire $150 million or that portion of it ? 

Mr, Wacker. Well, no. The $50 million is our best and conserva- 
tive estimate of the money we need now—between now and June 30 
of this fiscal year. 

Mr. Yares. You say $50 million in addition to the $33 million on 
hand? 

Mr. Waker. That is left; yes, sir. 


AMOUNTS REQUESTED FOR REMAINDER OF CURRENT YEAR 


to which you testified on the supplemental bill is not sufficient to liqui- 
date your obligations? 

Mr. Waker. That is true. 

Mr. Yates. You need another at least $50 million do you? 

Mr. Wacker. Yes, sir. 

The committee might be interested in the monthly rundown of 
these progress and completion payments. 

Mr. Yates. All right. 

Mr. Ge.pacn. From July to December we had $33 million in these 
payments. During the month of January we had $8.2 million, and 
during the first 12 days of February we paid out $7 million. From 
the 13th to the 29th of February we paid $7.7 million, making a total 
of $14.7 million for the month of February. 

Mr. Yates. Well, then, how much did you have available ? 

Mr. Geipacn. We had available this year $90 million and a $100,000 
carryover. 

Mr. Yates. How much have you committed of the $90 million? 

Mr. Getpacn. We have committed at this point - 

Mr. Yates. You have committed the entire $90 million, have you 
not? 

Mr. Waker. Committed, yes. 

Mr. Yates. How much of that have you obligated? 

Mr. Gecracn. It is all obligated. 

Mr. Yates. Well, how much have you paid out ? 

Mr. Getpacn. We have paid out $56.2 million of it through the 
end of February. 

Mr. Yates. And, that leaves, then, the $33 million to which the 
chairman was referring? 

Mr. Ge.sacn. $33.9 million, yes, sir. 

Mr. Yares. What are your commitments for the balance of the 
year? 

’ As T remember the hearings, you had some costs on a schedule of 
$112 million. 

Mr. Getnacu. That is what the local public agencies estimated their 
financial needs to be for grant payments between now and June 30. 
That is right, Mr. Yates. 

Mr. Yates. How exact are they, based on your experience ? 


Mr. Yates. In other words, the $33 million that you have on hand 
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Mr. Gevpacu. Generally, we review these and we discount them 
considerably. 

Mr. Yates. The figure which you used as a discount was 20 percent 
I believe ? 

Mr. Getsacn. We feel that about $80 million of those are fairly 
firm. 

Mr. Yates. Leaving what? 

Mr. Warxer. If you will add the $80 million to the $56 million 
already paid out, you will find that you arrive at the same figure as the 
$90 mulibon, plus the $50 million supplemental request. 

Mr. Jonas. And so, instead of having $33.9 million, you will have 
a. cushion of about $50 million ? 

Mr. Yates. How do you figure that ? 

Mr. Frantz. That would represent a minus cushion, sir. 

Mr. Jonas. He does not expect to spend but about $80 million of 
the $90 million he already has. 

Mr. Yarrs. No. You anticipate you will have to spend another 
$80 million. Therefore, it is $56 million plus $80 million as being the 
total commitments out, for which they have received only $90 million. 
Is that not right ? 

Mr. Getracn. Yes, sir. 

Mr. Jonas. They may have to do some of this interim borrowing. 


Hovsine Srupies 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
isang . petition debra inion ieee 
Program by activities | | 

Housing studies (total costs—obligations) (object class 07 dn dnks-) a ibetebaseditd) $600, 000 
Financing: | 
Unobligated balance brought forward (contract author- | 
ization) é 4 —$1, 500,000 | —$2, 500, 000 | —2, 500, 000 
Unobligated balance carried forward (contract author- | 
ization)... tedehinta dim tdintetintén wend ids hndthiedicnsq 2, 500, 000 | 2, 500, 000 1, 900, 000 
Contract authorization (new obligational authority) 1, 000, 000 |___- 


Status of unfunded contract authorization 


1959 actual | 1960 estimate | 1961 estimate 
| | 


Unfunded balance at beginning of year__..___- tl $1, 500,000 | $2, 500, 000 | $2 


Contract authorization (mew)-._.........-_..--.._- eres LO0G-G08 1c. osacti secccds cca 
Unfunded balance at end of year_........--.----..-----.-.--- —2, 500, 000 -2, 500,000 | —1, 900, 000 


2, 500, 000 


bearkse elects Aas Meot eee 600, 000 


Appropriation to liquidate contract authorization____-_- Sofood 


Mr. Tuomas. Gentlemen, let us take a look at the housing studies. 

At this point in the record we shall insert pages G-1 through G-3 
of the justifications and the summary on G-11. 

(The pages referred to follow :) 
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HovsinG Stupies 


Program highlights 


|Dollars in thousands] 


1959 actual | 1960 estimate | 1961 estimate 
! 


Contract authorization : : a p : $2, 500 


$2, 500 
Contracts executed. 


$2, 500 
oS rm 7 ’ 600 


| 





a 


Summary of budget request 


The budget for the fiscal year 1961 includes a request for appropriation of 
$600,000 for liquidation of contract authorization for housing studies. 


Introduction 


Section 602 of the Housing Act of 1956 authorizes and directs the Housing 
and Home Finance Administrator to undertake a program of housing studies 
and analyses aimed broadly at improving the information available with respect 
to housing need, supply, and demand—including basic information on the home 
mortgage markets and home financing. The statute specifies certain areas for 
investigation and study and provides a contract authorization to permit the 
administrator to carry out the program. 

The contract authorization which became available in stages during the fiscal 
years 1957, 1958, and 1959 aggregates $2.5 million. Up to this time, no contracts 
or working agreements have been entered into. It is not contemplated to begin 
program operations until the present budget request is acted upon by the 
Congress. 


Need for housing studies 


The Senate Banking and Currency Committee very clearly set forth the im- 
portance of a housing studies program in its report on the Housing Act of 1956. 
This report said: “One of the most urgent needs is information which will indi- 
cate present and prospective trends in the supply and demand for housing. The 
characteristics of the housing market must be better known—the volume of 
sales, the terms of financing, the trends in prices, and the physical types and 
sizes of recently completed units. It is also necessary to have much more ac- 
curate information regarding the availability of housing credit under various 
conditions in the housing market and the effect of housing credits on the volume 
of construction.” The committee report further stated: “A Government housing 
program cannot proceed in an enlightened and orderly fashion unless the hous- 
ing agencies are informed about the housing needs of the people at all income 
levels and in all parts of the country. * * * Information about such needs, to- 
gether with related statistics on the market supply and demand, are indispen- 
sable to the most effective administration of HHFA.” 

Through the various programs administered by HHFA, the Federal Govern- 
ment is heavily committed to the improvement of the physical environment in 
which our nonfarm population lives. This involves the living standards and 
eonditions of nine-tenths of our total population. Nonfarm housing and related 
facilities constitute a high proportion of our national wealth. The production, 
equipping, and improvement of these facilities make up a large and volatile seg- 
ment of our national economy. 

The Federal Government’s financial involvement in housing and related neigh- 
borhood development and redevelopment is very great. Each year the Govern- 
ment must make many decisions, both legislative and executive, which directly 
affect the soundness of this public investment in improved urban living. These 
decisions also necessarily influence in vital ways the living conditions of our 
nonfarm population and the stability and prosperity of that portion of our 
economy which serves these needs. 

Yet, the fact is that the Congress and the executive branch must often make 
these far-reaching decisions on the basis of hunch and informed guess, without 
adequate knowledge of the facts or full understanding of the complicated market 
processes which it is Government policy to influence. Seldom has so much hinged 
on decisions made with so little. 

Clearly, more facts are needed upon which to base such decisions. Moreover, 
there is a need for a better understanding of the complicated forces which 
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interact in the housing and home finance markets in order that there may be a 
better basis for evaluating existing housing programs and devising new ones 
which are better geared to present realities. 

It is sometimes argued that research into housing problems is unnecessary 
because the personnel of the various Federal housing agencies are close to the 
problem and know all that it is necessary to know about the workings of the 
housing market. The many dedicated, competent, and well-informed people 
who administer the Federal housing programs would be the first to question 
this easy assumption. 

People directly involved in day-to-day program administration typically lack 
the time to study problems exhaustively; more often than not, they also lack 
the training, the perspective, and the resources which are necessary to objective 
study and comprehensive analysis. If this were not so, industrial corporations 
would rely on their sales department for advice on markets and products and 
save the substantial sums which they now spend in research and development 
and in market analysis. The penetrating insights which lead to innovation and 
greater productivity, either in the physical or social sciences, rarely come from 
the man “on the firing line.” It was not a bombardier who developed the ideas 
which led to the atom bomb; it was not an airplane pilot who conceived of 
rockets and unmanned ballistic flight. 

The problem of nonfarm housing is really the problem of the urban environ- 
ment. Most of our urban areas are simultaneously decaying and exploding. 
Many experts consider the plight of our cities this country’s greatest domestic 
challenge. 

Rarely has a problem of such national significance received so little systematic 
study. Agriculture, involving a small and diminishing proportion of our popu- 
lation, is the beneficiary of substantial Federal outlays for research. Indeed, 
the Congress has authorized HHFA to undertake research in farm housing 
problems and appropriations have been provided to implement this authority. 
Millions in Federal funds are annually made available also for research in public 
health and public roads. There seems little reason for concluding that research 
in urban housing is less needed than in these other fields or that it would be 
less productive. 

A review of the records of congressional hearings on both legislative proposals 
and appropriation requests show that many fundamental questions are raised 
which go only partially answered because the full facts are not known or the 
processes behind the facts not sufficiently understood. Here are a few of the 
questions which have gone inadequately answered in recent years: 

1. What volume of housing production is it reasonable to expect the market 
to support during the next year and the immediate years ahead? Is the market 
for houses approaching saturation? At what price levels and for what types 
of housing is the demand greatest? 

2. What would be the effect of a change in mortgage financing terms on the 
flow of mortgage funds and the effective demand for housing? 

3. To what extent are the housing needs of nonfarm families being adequately 
met in the present market? What are the housing needs of middle- and low- 
income families, minorities, the elderly? 

Better answers to these and many other questions are essential if the Congress 
and the executive branch are to make truly informed decisions on housing 
legislation and its administration. 

The program of nonfarm housing studies proposed for fiscal 1961 is to make 
a start in this direction. The program proposed does not cover all the important 
questions which need study. However, the specific projects which make up 
this proposal address themselves to several aspects of the operations of urban 
housing market which are most crucial for public as well as private policy. 


Estimated amount of contracts and working agreements fiscal year 1961 


Projects {mount 

1. Regular statistics on sales prices and sales volume of new homes__ $150, 000 

2. Housing conditions among the elderly_ Ni uise Li 329. 5 BR Cae 

2. Factors affecting the proportion of consumer income spent on housing 100, 000 
4. How changes in RE and family formation affect housing 

I a Cichlid 75, 000 

5. E xpanding the sources of mortgage funds_______ en as cee ee 50, 000 

6. The impact of residential construction on the economy_-_----.--~~~- 100, 000 


earl cali 600, 000 
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Mr. Tuomas. This is an old program with an authorization of 
$2.5 million, and you are looking for $600,000 to implement it. 

We have been studying housing for the last 15 or 20 years, have 
we not? 

Mr. Mason. Yes, sir—all of that, Mr. Chairman. 

Mr. Tuomas. Do we not have a program or, in fact, two or three 
programs? I remember we had one about 10 years ago—a research 
program. What happened to that? How much money was spent 
on that program ? 





RESEARCH PROGRAM UNDER 1948-49 ACTS 


Mr. Frantz. On the old research program under the 1948 and 1949 
acts there was a total of about $5 million spent. 

Mr. Tuomas. How long did that program last? 

Mr. Frantz. About 4 years as I recall. 

Mr. Tuomas. And at the rate of $1 million a year. 

Did you hear that, gentlemen? In one program under the 194849 
act, for a period of 4 years they spent about $1.25 million a year. 

What do you import to learn now that those boys did not come 
up with in 1948, 1949, 1950, 1951, and 1952? 

Mr. Mason. One of the ‘things that we hope to find out, Mr. Chair- 
man, is new information as to what housing markets are today, 
which are different from what they were then. We also want to 
know what the housing market is for elderly people—what the actual 
market is—and not have to depend on all of these guesses. 


CENSUS HOUSING STUDIES 


Mr. Tuomas. Does not the Bureau of the Census in the Depart- 
ment of Commerce have a program which has been going for a 
couple of years making that same study ¢ 

Mr. Mason, Anything which the Census Bureau does, they do for 
us in this regard. 

Mr. Tuomas. Are you going to transfer the funds tothem? Is that 
what you mean? 

Mr. Mason. Yes, we would. 

Mr. Tuomas. They have already had a program going for a couple 
of years, have they not ¢ 

Mr. Mason. Not along this line tomy knowledge. 

Mr. Frantz. No, sir. 

Mr. Tuomas. There was a housing survey was there not? 

Mr. Frantz. They do some studies for us regularly—— 

Mr. Tuomas. They have already been doing this for the last 3 years 
have they not? 

Mr. Mason. As part of our regular program, they do this. 

Mr. Tuomas. In other words, you are going to give a little extra 
money to the Department of Commerce for the Bureau of the Census 
to make these housing studies which they started two years ago? 

Mr. Yares. For a census of houses? 

Mr. Tromas. Whatever you want to do, was done 2 years ago. 

Mr. Yares. What they called it up in the Subcommittee on Com- 
merce was a census of housing. This may be a different name. 
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Pusuic Facirurry Loans 


Program and financing 








— : 
| 1959 actual | 1960 estimate | 1961 estimate 

| 

— ——________|________ 

Program by activities: 

1, Loan commitments, net.........-. ofiLhidds. oulaee $31, 017, 000 >22, 500, 000 >25, 500, 000 
2. Interest on borrowings. -..-.......-..------- ‘a 594, 637 1, 457, 000 2, 255, 000 
3. Administrative expenses - - - -- pomatrones aot 434, 200 525, 000 530, 000 
0 EET SEU. co cnc cencnnncsanss ar “i -| 120, 452 | 185, 000 212, 000 
Total program (obligations)... -.-- saadiaaes a 32, 166, 289 | m4, 667, 000 | 28, 497, 000 





Financing: | 
Amounts becoming available: | 
Authorization to aeend from public debt paatigts | | 


(proposed legislation) ..:-...........-.---..- pees nine staan peilbaietbasaeetiegie ideal 4 20, 000, 000 
Revenue and receipts: | | 
Loan repayment.-............-------- : ols 42, 300 250, 000 | 500, 000 
pn” See ee ee nnedtadah athe .4ia.465 870, 731 _2, 140, 000 | 3, 244, 000 
Total amounts becoming available--_-_-- — 913, 031 2, 390, 000. 23, 744, 000 
Unobligated balance brought forward (authorization to | 
expend from public debt receipts): | | 
Reserved (approved contracts not yet executed) -......./ 6, 362, 000 | 1, 687, 500 | 1, 687, 500 
Unreserved . bibabesis achebake Sen : 68, 749,630 | 32,170, 872 9, 893, 872 
Total amounts available d a 66, 024, 661 | 36, 248,372 35, 325, 372 
Unobligated balance carried forws ard. (authoriz ation to 
expend from public debt receipts): 
Reserved (: “apes contracts not yet executed)-.......| —1, 687, 500 — 1, 687, 500 —1, 687, 500 
Unreserved ish dda ei ae —82, 170,782 | —9, 893,872 —5, 140, 872 
rinancing applied to program..._----- .--| 32,166.289| 24, 667, 000° 28, 497, 000 








Mr. Tuomas. Gentlemen, let us take a look at your public facility 
loans. 

You have made 268 loans since 1955 at a cost of about $81 million. 
That is my longhand notation. 

We shall insert at this point in the record pages I-1 through I+ of 
the justifications. 

(The pages referred to follow:) 


Program highlights 


[Dollars in thousands] 





1959 actual | 1960 estimate | 1951 estimate 


Applications received re 118 | 125 | 150 
Loans ; approved (net): 
Number. 72 75 85 
Amount. $26, 342 22, 500 $25, 500 
Loan disbursements. . - 21, 108 | 26, 000 | 25, 000 
Repayments ; Kod | 42 | 250} 500 
Portfolio of bonds, end of year... 31, 225 | 55, 975 | 80, 475 


Summary of budget request 


The budget for fiscal year 1961 includes a request for authorization of $530,000 
for administrative expenses of the public facility loan program. The budget 
program assumes that the revolving fund will be increased by $100 million, of 
which $20 million will become available for use during fiscal year 1961. 


Introduction 


The public facility loan program, authorized by title II of the Housing Amend- 
ments of 1955, was enacted to assist State and local governments or their agen- 
cies to finance construction of specific public works projects. Financed by a 
statutory borrowing authorization of $100 million, the program is designed pri- 
marily to assist small municipalities which are unable to market their local obli- 
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gations at reasonable rates to finance basic public works for which there is an 
urgent and vital need. 

About 90 percent of applications received through November 1959 were from 
communities with populations of less than 5,000. Over 90 percent of the appli- 
cants were seeking assistance in the construction of water and sewer facilities. 
The typical applicant is a town of about 1,000 population which needs about 
$200,000 and which has never before issued bonds or planned, built, and operated 
a public facility. 

Local communities had been assisted in the provision of new or improved 
facilities through approval of 268 loans amounting to $81 million through 
November 1959. 

Description of program 

The basic legislation authorizes the Housing and Home Finance Adminis- 
trator, acting through the Community Facilities Administration, to purchase 
the securities and obligations of, or make loans to, a variety of State and loca! 
bodies. Financial assistance may be extended only if credit is not otherwise 
available on reasonable terms: loans must be of such sound value or so secured 
as reasonably to assure retirement or repayment. The maximum maturity may 
not exceed 40 years. To provide loan funds, the Administrator is authorized 
to issue and have outstanding notes to the Secretary of the Treasury not ex 
ceeding $100 million at any one time: proceeds of these notes, plus program net 
earnings, constitute a revolving fund. 


PROGRAM POLICIES AND OBJECTIVES 


Emphasis on small communities 

The basic legislation specifies that priority in processing be given to appli- 
cations from localities of less than 10,000 population. Such communities typi- 
cally have limited financial resources, no technical staff, and little if any ex 
perience in planning, building, and operating public facilities: they require loans 
too small to attract underwriters except at rates and discounts which make 
projects economically unfeasible. Taken together, community size, and the small- 
ness of the loan needed make private financing difficult and often impossible. 


Financial soundness 


The legislation authorizing the program requires that loans be of such sound 
value or so secured as to assure retirement or repayment within a maximum of 
40 years. Agency policy accordingly requires full and complete analysis of the 
need for the proposed facility, the adequacy of the proposed facility to meet 
the demonstrated need, the design of the project to assure the most economical 
methods of operation and maintenance over its lifetime, the ability of the com- 
munity to carry the financial burden imposed by borrowings to provide the 
project, and the legal rights, duties, and obligations of the community with 
respect to the planning, building, financing, and operation of the proposed 
project. Although the statute permits loans and obligations to have a maturity 
of as much as 40 years, Agency policy is directed toward the development of 
loans which can be repaid in the shortest feasible span of years, with due 
regard of the financial and other resources of the community. 


Interest rates 


Rates of interest on loans made under the program are established by the 
Administrator at levels adequate to cover costs of funds borrowed from the 
Treasury, administrative costs, and to establish reasonable reserves for losses. 
The current interest rates are 4.50 percent for general obligation bonds and 
4.875 percent for revenue bonds of 30-year maturities; these rates are adjusted 
upward or downward by one-eighth of 1 percent for each full 5-year increase or 
decrease in the maturity period. 


Private investment 


The statute requires that financial assistance be extended only if the credit 
is not otherwise available on reasonable terms. Applicant communities must 
show evidence of their inability to obtain such financing in the private market. 
Each proposed bond issue must be publicly advertised and the securities offered 
to private investors before the Federal Government will consider purchase. 
Agency policy in several other respects looks toward developing the maximum 
participation by private lenders. Technical advice and assistance given ap 
plicants is fundamentally directed toward projects and loans which are soundly 
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eonceived and will attract private investment funds either (1) for the whole 
pond issue when floated by the locality, (2) for some portion of the issue when 
participation by private lenders can be secured, or (3) by sale of an issue 
originally purchased by the Federal Government after a reasonable period of 
seasoning. 


Mr. Tuomas. I have a notation here which says “surely no backlog 
among new applications. See page 8.” 

You have requested the sum of $530,000 for administrative expenses. 

In 1959 you had 118 applications; in 1960 you had 125 and in 1961 
you expect to receive 150 applications. 

Your justifications state as follows: 

The budget for fiscal year 1961 includes a request for authorization of $530,000 
for administrative expenses of the public facility loan program. The budget 


program assumes that the revolving fund will be increased by $100 million, of 
which $20 million will become available for use during fiseal year 1961. 


PROGRAM AUTHORIZATION 


What is in the fund as of today, overlooking your $100 million ? 

Mr. Sewarp. Mr. Thomas, the present approvals on the public 
facility loans program are to date $73,711,900. 

Mr. Tuomas. Well, you approved 72 in 1959, 75 in this year and 
you estimate 85 for fiscal year 1961. 

What is the amount in the revolving fund? What was the original 
authorization ? 

Mr. Sewarp. The original authorization was $100 million, Mr. 
Thomas. 

Mr. Tuomas. How much of it has been obligated ? 

Mr. Sewarp. There have been approvals of $73,713,000 in round 
numbers. 

Mr. THomas. You mean there have been that many dollars in 
obligations ? 

Mr. Sewarp. Against the $100 million, yes, sir. 

Mr. Tuomas. And, you are looking for another $100 million this 
year ! 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. The average town is a little town of about 1,000 to 
2.000 people and the average cost of a project is about $200,000, is 
that correct ? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. Your justifications state as follows: 

The basic legislation authorizes the Housing and Home Finance Administrator, 
acting through the Community Facilities Administration, to purchase the 
securities and obligations of, or make loans to, a variety of State and local 
bodies. Financial assistance may be extended only if credit is not otherwise 
available on reasonable terms; loans must be of such sound value or so 
secured as reasonably to assure retirement or repayment. The maximum ma- 
turity may not exceed 40 years. To provide loan funds, the Administrator is 
authorized to issue and have outstanding notes to the Secretary of the Treasury 


hot exceeding $100 million at any one time; proceeds of these notes, plus pro- 
gram net earnings, constitute a revolving fund. 


INTEREST RATES 


How much is the interest rate? 
Mr. Sewarp. The interest rates currently, Mr. Thomas, are 434 
percent on general obligation bonds and 5 percent on revenue bonds. 
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Mr. Tuomas. How long has this program been in existence? 
Mr. Sewarp. Since 1955, Mr. Thomas. 


DEFAULTS 


Mr. THomas. How many defaults have you had? You cannot say 
what the loss is under the fund because they are all 40-year loans, © 

How many are in default? 

Mr. Sewarp. Two that I know of. 

Mr. Tuomas. Dollarwise what does it amount to? 

Mr. Sewarp. About $300,000. 

Mr. Tuomas. $100,000 or $300,000 ? 

Mr. Sewarp. $300,000. 

Mr. Tuomas. In other words $150,000 each ? 

Mr. Sewarp. Yes, sir, approximately. 


ADMINISTRATIVE COST 


Mr. Tomas. What is your administrative cost against this 
program ? 

I have written up here “too much; see page 8.” 

Mr. Frantz. $530,000. 

Mr. THomas. We shall insert at this point in the record page 8 of 
the justifications. 

(The page referred to follows :) 


Comparison of administrative erpenses 





Depart- Field Total 


mental 
June 30, employment: 
1959 Ba el Liddak Sie 24 | 82 | 6 
1960____- s : oa aa ae - 24 36 6 
1961. a : 24 sy 63 
Increase or decrease in 1961 3 3 





Obligations 
1959 actual | 1960 estimate | 1961 estimate 
Personaj services: 

Departmental... : pe $173, 427 $176, 000 $177, 000 
Field. ....... ateitpt ; ‘ hd bi inte ; 224, 826 265, 00( 266, 000 
Subtotal, personal services_....-.-.-- eae 398, 253 441, 000 443, 000 

Other objects of expense: | 
Travel ae a ee ae ras 4 . Pe 10, 739 15. 100 10, 500 
Transportation of things : a d 402 500 700 
Communication services....................--- 4 10, 560 10, 500 11, 500 
ROS ONG SNES a clit os ote bd ondoune=deeu A 8, 922 9, 000 4, 500 
Printing and reproduction.........---. 5. 995 7, 500 8, 000 
Other contractual services } 5, 5AS 6. 000 10, 400 
Supplies and materials. de , 4, 307 5, 000 5, 600 
Equipment a iy — aa 4, 210 3, 5M 4, OO 
Retirement contributions a 23, 398 25, 500 25, 100 
Refunds, awards, and indemnities- 560) 900 1, 000 
axes and assessments ee Bee ee 439 00 700 
Subtotal, other objects 75. 185 84. 000 87, 000 


Total obligations _-_. at eee gi ae . 473, 438 525, 000 530, 000 
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STAFFING FOR PUBLIC FACILITY LOANS 


Mr. Tuomas. The request for this item is in the amount of $530,000. 
I note you have 30 people handling 268 loans; that represents about 
414 loans per person. Are they not a little ov erworked, Mr. Seward ¢ 

Mr. Sewarp. Mr. Thomas, this program, from the ‘ets indpoint of 
the operation of it is, honestly, the most difficult program to handle 
with which I ever had any experience. 

Mr. Tuomas. It must be if each person only handled 414 loans. 

Mr. Sewarp. I will tell you why. You have correctly pointed out in 
your opening comment the size of the communities that are involved. 
They are very small 

Mr. Tuomas. We are talking about people in your shop up here and 
not the communities. 

Mr. Sewarp. All right, sir; I am going to tell you why we have to 
have the people. These loans are supposedly— we the Congress has 
so directed—that they be business-type loans, reasonably assured of 


repayment. In these ‘small communities, Mr. Thom: as, they have had 
noexperience whatever 


Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Sewarp. Well, you know the situation, Mr. Thomas. You have 
the very definite desire of a community and the very definite need for 
improvement of their water systems or their sewer system—— 

Mr. Tuomas. I know that but you do not need these 60 people. That 
is what we are talking about. Tell us about them. 

Mr. Sewarp. We have got to sit down with these people and we have 
got to almost fill out the application for them. 

Mr. THomas. Youcan room and board with them at this rate. Each 
one of them can spend 30 days with the lord mayor of each one of 
these towns a year. 


Mr. Sewarp. Well, Mr. Thomas. I do not know how to answer that. 
Mr. Tuomas. Well, let it go. 








Revotvine Funp (Liqumatrne Procrams) 

Mr. Tromas. Let us take a look at your revolving fund in your 
liquid: iting progr am. 

What is the status of that? 
not, Mr. Seward ? 

Mr. Sewarp. Yes, sir; that is one of mine also. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. We shall at this point in the record insert pages 
J-1, 2, and 3 of the justifications. 

(The pages referred to follow :) 


That is a program of yours also is it 
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Program highlights 


{Dollars in thousands] 


1959 actual 


: o 


| 
1960 estimate | 1961 estimate 


Liquidating proceeds: 
Repayment on loans, mortgages, and advances ee | $15, 953 $8, 299 $1, 150 
Sale of mortgages to FNMA_______._...------- biotin Skies | ee 
Interest on loans, mortgages, and advances.__.____..-.-.--| 9, 312 | 5, 511 | 88] 
Proceeds from sale of real property...........-- ss 847 ek ee ee 
Other recéipts__-_._.....- Kade iccte aie sen ae ae 305 | 175 | 115 
— —|-—- —— - ———$—____.. 
8 oe dn gicaeecpeet te 26,417 | 174, 304 2, 146 
Less amounts used: 
Grants to local governments. ___........------ 57 93 ies 
TUUOD SEE i fe tg epee 5 a 974 | 1, 161 703 
CO EE Te ar ; ‘pilin 1,131 1, 254 703 
Net liquidation proceeds.........-...-.-.-.-- cebentnest 25, 286 | 173, 050 | 1, 443 
Net book value of principal assets—end of year: | 
Cash ‘et a . . 2 cant e Pe! 3 8, 498 | 2, 734 653 
Loans, mortgages, and advances. ...______- 4 iat 196, 075 31, 572 29, 804 
Land, structures, and equipment Serre 3, 083 2, 804 | 3, 034 
| ea a oe ; ee ES, e. Joe 3, 837 2, 680 | 4, 239 
GAPS Se aes dé. : 211, 493 39, 790 37,7. 
Retirement of Government investment Te sncaiae 28, 111 180, 000 2, 000 


Summary of budget request 

The budget for fiscal year 1961 requests an authorization for administrative 
expenses of the revolving fund (liquidating programs) of $155,000. The entire 
amount of this estimate of administrative expenses subject to limitation in 
1961 is budgeted for liquidation activities of the Community Facilities Adminis- 
tration. The budget assumes that the sale of mortgages held by the Public 
Housing Administration as a result of its activities in disposition of war and 
emergency housing to the Federal National Mortgage Association will be com- 
pleted during the current year, and that any costs incurred by PHA during 
1961 will be attributable to protection of the Government’s interest in the case 
of defaulted obligations. 


Establishment of revolving fund 

The Independent Offices Appropriation Act, 1955, established a single revolving 
fund for the more efficient liquidation of remaining assets under several agency 
programs. The following table shows the original Government investment or 
maximum amount to be liquidated in the several programs, with estimates of 
the status of these program remainders as of the end of the 3 years covered 
by this budget: 
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COMPARATIVE STATEMENT OF GOVERNMENT INVESTMENT 


{In millions] 


ee 





Original Net book value, June 30— 
invest- |__ 
ment | 

| 1959 1960 1961 





tar and emergency housing——Under the Lanham and other 
acts, 915,094 dwelling units, preponderantly of temporary 
character, provided by direct Federal construction, most dur- | | 
ing World War II and reconversion period -- biz --| $2,303.4 | $178.3 $6. 2 | $4.6 
Alaska housing program.— Under the Alaska Housing Act of | | 
1949, 25 loans to finance constructon of 1,472 dwelling units | 
and 675 loans for minimum standard remote units; 9 loans | | 
were incorporated in the revolving fund for liquidation i9.0 | 7.0 
i 
| 


I 
_ 
= 
a 


Loans for prefabricated housing.—Under a program transferred | 
from RFC in 1950 and subsequent amendments, some 150 
Joans to finance production or distribution of prefab housing | 
or components; 3 louns and a block of mortgages were incor- 
porated in the revolving fund- --- 62.6 3.1 

War public works.—Under the Lanham Act, $179.2 million for 
1,572 federally built projects, plus $8.3 million in loans and | 
$171.2 million in grants for 2,495 locally owned water, sewer, 
and other projects during World War II____..._.._-.__..-____- | $358.7 | $2.9 $2.8 $2.7 

Defense community facilities.—105 locally owned sewer, water, | | 
etc., projects from $3.7 million in loans and $16.2 million in 
grants during Korean emergency; 22 bond issues incorporated | 
ee maou ek nme 20. 6 3.1 3.0 2.9 

Public agency loans.—Under a program transferred from RFC | 
in 1957, 67 bond issues for $6.6 million but appraised at $3.1 














million, certain claims in litigation. .______- aaa al 5.9 2.6 2.5 2.5 
First and second advance planning.—Under statutes enacted in 
1945 and 1949, some 7,700 local projects planned with repay- | 
able advances. __- edahtilicadigatetole ned os a 67.1 12.0 13.9 13.0 
Net cash, receivables, payables, etc., not readily identifiable by 
0 ee ee a : : Sea 2.5 9 1.9 
a a al a a a li | 2,837.3} 211.5] 39.8 37.8 





PROGRAMS COVERED 


Mr. Tuomas. This is a program which involves a lot of your old 
programs such as war and emergency housing, Alaska housing pro- 
gram, loans for prefabricated housing, war public works, defense com- 
munity facilities, public agency loans, first and second advance plan- 
ning and so forth. 

We have had a lot of these programs. I believe there are seven or 
eight in all. 

Mr. Sewanp. It is seven now, Mr. Chairman. 


ADMINISTRATIVE EXPENSES 


Mr. Tomas. The budget for fiscal year 1961 requests an authoriza- 
tion for administrative expenses and I have the figure of $155,000 
listed here. 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. We shall at this point in the record insert page 9 of 
the justifications. 

(The page referred to follows :) 
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Comparison of administrative expenses 








| Depart- Field Total 
} mental | 
June 30 employment: | 
1959____- .- . 17 | 5 | » 
a 0 LEED 13 | 5 | 18 
1961... Ne eee is 13 | 5 | 18 
Increase or decrease (—) in 1961- al aera aa 0 | 0 0 
| 
Optoations 
piecaemnieinedeoniinean inhi coeniiaalascasiaauapaanie ~ — 
|} 1959 actual peer ges ate | 1961 estimate 
} 
| a 
Personal services: 
Departmental__..........-- a>: ios log $129, 345 | $23. ( $91. 000 
PO he ene = 2 ea 24,901 | 35, 000 35, 000 
Subtotal, personal services_.........-- Ee ee ee 154, 246 | 118, 000 | 126, 000 
Other objects of expense: 
Travel_- Sscodasat ; os Sauce 13, 750 12, 000 12, 000 
Transportation of things 153 | 
Communications services : | 2,719 | 1, 800 1, 800 
Rents and utilities = s 3, 880 | 3, 500 3, 500 
Printing and reproduction_.- . 1, 455 1, 000 1,000 
Other contractual services -~-.- 1, 924 10, 000 1, 800 
Supplies and materials 1, 280 ( wu 
Equipment 1, 700 70 
Retirement contributio ; 9, O80 7, 100 7, 100 
Refunds, awards and i + munities 74 : ; , 
Taxes and assessments... - ; ; . 166 200 20K 
Subtotal, other objects sctee hen = 35, 483 37, OO 20, 00K 
yg! ee ee ‘ 189, 729 155, 000 155, OO 


EMPLOYMENT 


Mr. Tuomas. You had 22 people in 1959, 18 in 1960 and you are 
requesting 18 for fiscal year 1961 at a cost of $155,000 for last year 
and the same amount estimated for 1961. 

How many people do you have in the field? I believe you have 
5 in the field and 13 here in the District ? 

Mr. Sewarp. Yes, sir, that is correct. 


ASSETS AND RECEIVABLES 


Mr. Tuomas. Now, you have set out here your assets on page J-6 
which include the total loans and other receivables. 

Where is the dollar figure / 

Mr. Frantz. That figure was $26.235,000 in 1959 and $25 million 
in 1960. 

Mr. Tuomas. I note that you do not reduce it very much. It was 
$26,235,000 in 1959, $25,338,000 in 1960 and $24,828,000 estimated for 
1961. 

Are these 10-year loans? 

Mr. Sewarp. They are all kinds of loans, Mr. Thomas. For 
instance, a lot of them, as you are aware, are the old projects that we 
took over from the Treasury Department when the RFC was finally 
liquidated. 

Mr. Tuomas. How many of them are in default, Mr. Seward? 

Mr. Sewarp. Nine. 
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ALASKA HOUSING PROGRAM 


Mr. Tuomas. Which is your largest one? I believe your program 
of Alaska housing is the largest, in the amount of $8 million to $9 
million. Your municipal bonds for w aterworks and so forth is your 
next big item. 

Is your Alaska housing item in default? 

Mr. Sewarp. No, sir, but in the Alaska housing program we are 
working continuously on that with the new State ‘housing authority 
in Alaska and I think, Mr. Thomas, that we are going to be able, and 
I sincerely hope so, to completely wipe out this w hole thing. 

Mr. Tuomas. How much loss are we taking on the Alaska housing 
program ¢ 

Mr. Sewarp. I do not know, sir. I do not know what the final 
figure is going to be. 

Mr. Tuomas. What is your best guess? What was the amount of 
money originally invested in the program ? 

Mr. Sewarv. The amount of money originally invested in the 
Alaska housing program was $19 million. 

Mr. THomas. How much? 

Mr. Sewarpb. $19 million. 

Mr. Tuomas. I thought it was $20.5 million? 

Mr. Sewarp. $19 million is the figure I have. 


LIQUIDATING DIVIDENDS 


Mr. Osrerrac, Mr. Chairman, before you leave that item, I believe 
that comes under the liquidating program ? 

Mr. Sewarp. Yes, sir. 

Mr. Osrerrac. I note on page J-4 that liquidating dividends for 
payment to the Treasury are as follows: In fiscal year 1959, $28 mil- 
lion; in fiscal year 1960 you estimated $180 million and now it drops 
down to $2 million estimated for fiscal year 1961. 

Mr. Sewarp. That includes PHA. 

Mr. Osrertac. That is a sharp drop. What is the meaning of that? 

Mr. Frantz. There is a 1-year transaction there, Mr. Ostertag. 
The $180 million in 1960 represents the sale of the PHA mortgage 
portfolio to FNMA for final servicing and liquidation in ace ordance 
with the 1959 Housing Act. It all happens in the 1 year. 

Mr. Osrertaa. So, it is practically completed ? 

Mr. Frantz. Yes, that is right. 


CoLLecE Hovusine 


Program and financing 


| 1959 actual 1960 estimate | 1961 estimate 


| 
} 
Program by activities: Payment to ‘Salaries and expenses’’ 
rz 


(object class 07). . rl $1, 718, 200 | $1, 728, 00 $1, 400, 000 


Financing: Limitation... ._- ‘1, 718, 200 1, 723, 000 1, 400, 000 
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Mr. Tuomas. Gentlemen, let us take a look at the request with ref- 
erence to college housing loans. 

At this point in the record, we shall insert pages H-1 through H-8 
of the justifications. 
(The pages referred to follow :) 


Program highlights 


{Dollars in thousands] 





1959 | 1960 1961 
| actual estimate | estimate 

Applications received bs ds6baRbsbbchsus ih ht innk 252 168 
Fund reservations (loans) : | 

Number sl a i oan oni ; : 235 164 Bc 

ng ‘ $171, 289 $122, 163 
Loans approved ae pan 198 180 138 
Construction starts F oe 232 167 198 
Bond purchases completed_...........---- — ; 178 200 215 


Summary of budget request 

The budget for fiscal year 1961 includes a _ request for authorization 
of $1,400,000 for administrative expenses for college housing loans. The budget 
assumes that there will be no further increases in the Treasury borrowing 
authorization which has funded the program’s activities, and that no new pro- 
gram commitments will be made after the present borrowing authorization has 
been encumbered. The budget program for fiscal year 1961 accordingly centers 
around the working out of program commitments already undertaken. 


Summary of program results 

The total of college housing and related projects undertaken since enactment 
of title IV of the Housing Act of 1950 will encompass almost 1,200 separate 
projects with aggregate loan amounts of almost $1,175 million. These loans 
will have provided some 285,000 housing accommodations at colleges and uni- 
versities, and hospital-connected housing for nursing students and interns. 

As of November 30, 1959, 979 loans had been approved: construction had been 
completed on 669 projects, 211 projects were under construction, and 99 ap 
proved projects were awaiting the start of construction activity. The numbers 
of projects, dollar amounts of loans, and estimated number of housing accom- 
modations are recapitulated in the following table: 


[In millions] 





| Estimated Housing 
Gross loan accomm<¢ 
number amount dations 
provided 
—_— _ — -—-- _ — — } | - — 
Completed ‘ i * } 669 $652 148, 520 
Under construction. -- 211 188 | 58, 507 
Approved loans, construction not yet started ; 99 88 22, 058 
A 2 a ee Metsiminl 979 928 229, 085 





Program outline 


Title IV of the Housing Act of 1950, as amended, provides for direct long- 
term loans to assist institutions of higher education in the development of 
housing and related facilities for students and faculty where such assistance is 
not otherwise available on equally favorable terms. Amendments to the act have 
extended eligibility to hospitals for housing facilities for nurses and interns. 

Program policies are oriented toward assuring the soundness of all loans and 
thereby the full protection of the interest of the Federal Government, private 
lending institutions, and the borrower; and toward avoiding any interference 
with the applicant institution’s academic policies and operations. Particular 
emphasis is given to the encouragement of the applicant’s participation in the 
financing of the project, in order to minimize the required Federal investment. 
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Types of facilities 


Under the statute, loans to colleges may be made for students or faculty 
housing accommodations and (under a specific sublimitation) for other service 
projects such as dining halls, health facilities, and student unions. Loans to 
hospitals may be made only for housing facilities for student nurses and interns. 
The following table shows the types of facilities being financed by loans ap- 
proved through November 1959 : 


| Approved loans 





Estimated 
Gross number| loan amount 
| (in millions) 


Housing accommodations only -____...--- phere e ais E para 571 | $443 
Housing accommodations with other facilities. __- SN Ta 310 | 412 
Other facilities only - -...._...-.-- ssn eee aden sete obsabteh dee 98 73 

oR ee aa aS ia LO Daa oe 979 | 928 


Interest rates 


Initially, the interest rates charged on college housing loans were established 
by a mandatory formula specified in the Housing Act of 1950. The Housing 
Amendments of 1953 provided for their determination by the Administrator. 
The Housing Amendments of 1955 reestablished a mandatory formula under 
which the Administrator may establish a loan rate of 2.75 percent or the rate 
charged by the Treasury on program borrowings plus 0.25 percent, whichever 
is higher. Outstanding loan commitments, accordingly carry a variety of rates, 
dependent upon the rate in effect at the time the original undertaking was 
made. The current interest rate—applicable until June 30, 1960—is 3.125 percent. 


College housing loan fund 


The program is financed threugh a revolving fund which is supported by an 
authorization to borrow from the Secretary of the Treasury as a public-debt 
transaction. The initial enactment in 1950 provided a borrowing authorization 
of $300 million; this amount has been increased on several occasions to a total 
of $1,175 million. The following table shows the statutes affecting the borrowing 
authorization and the amounts: 

{In millions) 





Aggregate borrowing 








authorization 
Statute 
Amount in | Cumulative 
act | 

illest i ———|—_—__—_—— 
Housing Act of 1950 (Public Law 81-475) ____.___..------------..---2 2-2... $300 | $300 
Housing Amendments of 1955 (Public Law 84 345) einai A Rernetcnn linear 200 | 500 
Housing Act of 1956 (Public Law 84-1020) ___..----.----------- eel | 250 7 
Housing Act of 1957 (Public Law 85-104) __..-...-......---.-.--42..-----.--- 175 925 
SE UG OE BOUL UNO RAN GOPUI ED oie ono cnvcqrcgecnanicdku codtencouns 250 1,175 





Within the total program authorization, there are two specific sublimitations: 
(1) Not more than $125 million outstanding at any one time for loans to col- 
leges for service facilities other than living accommodations, and (2) not more 
than $50 million outstanding at any one time for loans to hospitals for housing 
of student nurses and interns. 
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The following table shows the effect of the proposed budget program upon the 
eollege housing loan fund: 
{In thousands] 








1959 1960 1961 





| actual estimate estimate 
Unreserved funds bronght forward_..........--- Stes 7 $31, 648 $5, 038 $50, 000 
New authorization _-_. ane =al 250,000 |.... ; 
Repayments, bond exchanges, and other items___. 4,317 | 57, 487 11, 640 
Total funds available fF ae Rae ae aii ; | 35, 965 312, 5 125 61, 640 
Net funded reservations_.-_.....--.-- 2 oe | 30, 927 | 262, 525 |..... 
Unreserved funds carried forward__.........-- 5, 038 50, 000 61, 640 


BUDGET ASSUMPTION 


Mr. Tuomas. The budget for fiscal year 1961 includes a request for 
authorization of $1,400,000 in administrative expense. Your justifica- 
tions state as follow: 

The budget assumes that there will be no further increases in the Treasury 
borrowing authorization which has funded the program’s activities, and that no 
new program commitments will be made after the present borrowing authoriza- 
tion has been encumbered. 

So, this is purely administrative expense to keep going what you 
already have completed 

Mr. Sewarp. What we already have committed, Mr. Thomas, please 
sir—not completed. 

Mr. Tuomas. If it were completed, you would not need this 
$1,400,000 ? 

Mr. Sewarp. That is right, sir. 


LOANS APPROVED AND CONSTRUCTION STARTS 


Mr. Tuomas. I note that you approved 198 loans in 1959, 180 in 
1960, and you assume that you will approve 138 in 1961 which will 
wind it up, isthat right ? 

Mr. Sewarp. Yes, sir. 

Mr. Tuomas. With reference to your construction starts there were 
232 in 1959, 167 in 1960, and you estimate 198 in 1961. 

Further over in your justifications you set out a table of comple- 
tions. You have completed 669 projects and you still have 211 under 
construction. You have 99 yet to wind up in the way of paperwork. 

What is the total amount in dollars up to date? That figure, I 
believe, is $652 million for those which have been completed, $188 
million for those under construction, and $88 million for approved 
loans on which construction has not yet started, which gives us a total 
of what? Is that figure $928 million ¢ ¢ Isthat right ? 

Mr. Sewarp. Yes, sir. 

Mr. Frantz. Those figures are as of last November 30. 

Mr. Tuomas. The sum total would be 229,085 units under the exist- 
angpagrem, is that correct ? 

r. Frantz. We can bring that table up to date through February 
29, 1960. 
Mr. Tuomas. Do you have a list of the projects for the record? 
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the LIST OF COLLEGE HOUSING PROJECTS 
Mr. Sewarp. I do not have, but I can submit it for the record. 
~~ Mr. Tuomas. Will you please insert such a list in the record at this 
2 point? We would like to see it. 
ons Mr. Sewarp. Yes, sir. 


| (The information requested follows :) 


» 640 A. College housing 
, 640 Salle ascent inane iii : Leena egestas Shs Ap 
vee: Loan amount Construction status 
, 640 areal sailings apni licencia kcence nen 
Institution } | 
—— Reserva- | Approval | Notstarted | Undercon- | Completed 
tion } } struction 


ALARAMA 


. 
‘or University of Alabama__-____- $665, 000 ° stahatatel leteietetatetetatetetetetetatetes 
A. Huntingdon College... .-- 300, 000 - Z hillicte enacmninar eat den 
Spring Hill College og CRE Cessnidiagintvnpepsaendensconleaweddunebeb ee 
University of Alabama_......| 2,945, 000 seeateonnigercidateee 
Miles College........... a 355, 000 euika tea “ a Widmann henna teak. 
ry Alabama College -.-....-..-- 850, 000 |_- ‘ nnlguingivmasiigingtethetel fa ee 
no The Marion Institute _- Sintaierd $150, 000 Saath nin te tabideae | x 
Spring Hill College. ; . sieanedid SP Ns sng ke od al a x 
Za- The Alabama Polytechnic | 
Institute petivagaied ital ies tend die 614, 000 aacwed wttinelige a x 
Howard Colleve__. ee 2, 150, 000 4 = Ct Sites x 
Tuskegee Institute es iis | 2,000,000 |_ 2 Asai x 
ou St. Bernard College _- 273. 000 aha conf x 
Jacksonville State Teachers | 
College__- bi iiecdch aig ects ctoccal 280, 000 be dickaSecilca A anddaa ts See x 
ISO Alabama A. & M. College._ ad 250, 000 x 
Troy State College ie 367, 000 
° The Alabama Polytechnic 
his Institute. ‘ 2, 000, 000 ‘ sitchen x 
Marion Institute al : 265, 000 x 
Florence State College_- . : 1, 250, 000 x i pak foi nee 
Troy State College __. 235, 000 ‘ . } a, Soceasieiaaie 
Birmingham Southern_.....- : 278, 000 |. j Eco . tlieeseeamanies 
Howard College ‘ ee 110, 000 x ‘ aii ‘os eng heabaaaee 
University of Alabama, med- 
ical ‘ ..-| 1,555, 000 x satis 
-| ‘ andes 
. Total, Alabama. - - . 5, 550,000 | 12, 363, 000 (3) $2, 915, 000 2)$513, 000! (11)$8, 935, 000 
in we 
> ALASKA 
ill : 
University of Alaska. -. 750, 000 Sie 
Do 1, 170, vOO x 
Total, Alaska__-.. 750, 000 1, 170, 000 (1) 1, 170, ( 
re ; 5 : : s : ,17 po 
ARIZONA 
le- University of Arizona_-. --| 2,500,000 |_- én ea . . : ---------0-- oe 
Arizona State College (Flag- 
ler staff) actinls 1, 000, 000 S ae , can cnidesaesce. avs cialis 
rk. ariseme State College 3 
empe) ‘ 2, 500, 000 . re CO eG ee ee oan agi 
’ I Do ae : e 400, 000 ‘ coat x 
88 University of Arizona is wa 400, 000 . ro x 
St Arizona State College (Flag- 
, staff) 500, 000 x 
ed University of Arizona. __-._-- Z 2, 199, 000 Led Bhd x 
tal Arizona State Collegs 
Tempe ‘ 2, 493, 000 ‘ ro . x 
Arizona State Colléze (Flag- 
Staff) : » ae * Nl 427, 000 x 
University of Arizona 1, 108, 000 eid x 
Arizona State College 
lempe) eens 896, OOO a x 
st- Arizona State College (tf lag- 
Staff) - 475, 000 x " 
ry Total, Arizona _ 6,000, 000 8, 898, 000 1)475, 000 | 8)8, 423, 000 


53225—60—-pt. 2 5 


A 








“eeeee 








Institution 


ARKANSAS 


University of Arkansas__..--- 
Harding College aA 


864 
A. College housing—Continued 


Loan amount 


Reserva- 
tion 


Approval Not started 


1, 672, 000 | 
475, 000 


Ouachita Baptist College consi : 75, 000 
State A. M. & N. School..—..j..........-. Ge Cee acai ceeud 
Henderson Stat Teachers 
on oes baasinmenneeabees 347, 000 
Bigatisin CaRAGR :..tetsccctnttidlnodcciasaned | 2615, O00 ‘ 
Ouachita Baptist 4 Sa ee = 204, 001 
University of Arkansas_--- aes oa 2, 917, 004 
Hendrix College = 325. 000 
Arkansas Stat Teachers 
teat = 
Henderson Stat Teachers 


College 


University of Arkansas, inedi- | 


cal. : 
Arkansas State College. 
Harding College 
Arkansas State Teachers Col- 
lege... 
Arkansas 
le 
Little Rock University 
Ouachita Baptist Colleg 
Philander Smith Colleg: 
University of Arkansas 
Arkansas Polytechnic Col 
lege 
Do 
John Brown Universit; 
Arkansas Agricultur 
Mechanical Coll 
Ouachita Baptist 
Arkansas State Teachers Col 
lege _- 
Henderson 
College 


Polytechnic Col- 











State Teachers 


Total, Arkansas 
CALIFORNIA 


Leland Stanford Jr. Univer- 
sity 
University of Californi 
Stanford University 
Menlo Coll 
University of California 
College of the Pacifi 
Menlo College : 
University of San Francisco 
Whittier College 
LaVerne College 
| y of Santa Clara 
University of Southern Cali- 
fornia_..... 
Do oe 
Occidental College 
College of the Pacific 
University of Redlands. 
Whittier College ond 
Mount St. Mary’s College... 
Loyola University of Los An- 
ge les 
College of the Holy Names 
University of San Francisco 
Menlo College 
College of Notre Dame. 
LaVerne College 
University of California 
California Western Univer- 
sity 
Westmont College ‘ 
California State Colleges 
Pasadena College " 
University of California 
(Berkeley 


nivers 


2, 316, OO 
77, OO} 
100, OO 


ae 325, 000 


1), OOO 
322, OO 
200, OOO 
ROO. OOO 


875, OUI 


oO) (vw) 


‘ OO 
100. OOF . 
925, 000 
625, 000 x 
| 765, 000 x 
1,1 (un x 
$2, 147, 000 116, 365, 000 $)$2. 926. 000 


1, 800, OOF 
5 yw) (ae 
7M), OO 
§, COL 
2, 000, 000 
1, 8X), OO 
520), 000 
1, 475. 0OU 
350, OOF 
200, 000 


375, 000 


660, 000 
150, 000 
, 308, 000 
, 522, 000 
350, 000 
500, 000 
850, 000 


718, 000 
i 209, 000 
950, 000 
500, 000 
435, 000 
367, 000 
18, 000, 000 


230, 000 
975, OM 
14, 173, 004 
600, 000 


3, 700, 000 


Construction 


Under 


struct 





con- 


nm 


X 
X 
x 
x 
x 


“xe HH 


IS)$11 


“MMH MMH 


“x «MMMM 


286, 000 


Ae IH AQHOOQtess 


a. 2 ene ae i 
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Loan amount | Construction status 
ee —_ | — _ — 
on Institution | | | 
d Reserva- Approval Not started | Under con- | Completed 
| tion | struction 
ae : = ; iain —| —— 
CALIFORNIA—continued 
| | 
University of California (Los | | 
Angeles a AINE cian SES, MA oe x 
a Chapman College...._._- I i cnrinataiiite dhl te Le Mewerin cecne : x 
California College of Arts | | 
and Crafts eee ee cuvédiimenesus a | x 
Leland Stanford Jr. Univer- | | 
sity...- ne OOO are occa edaniicdianicd : ae . x 
University of Redlands = wisi 5 § See elders x 
Occidental College he fining ¥60, 000 | .. ee ne 
Los Angeles College of Op- | | | “yen SUR einen 
tometry aialieiaiitiinahemiaminimeciiates animation RIL sincahcinincixcirindintinaemis seecnciniapatieadail sand tlic x 
Whittier College biarcieiansititinedeonietiitien - 150, 000 x masta iben qhabidliirtisisierlasanriedieaitc tt Ea 
st. Mary’s College of Cali- | | | rary 
fornia ‘ discs anil iaeliaeialiiniiatatain NF Bie iwdnncecesce seek .| x 
University of San Francisco-_-|........--- 7386, 000 eit 7 x od at ities 
California Western Univer- | | - 
sity i abi . GEE Biedoedensan iaitlaaaticaiaaeenatin ee x 
San Francisco College for 
Women ca ia a alata - 1,§ , 000 x a ee aa eS 
College of the Pacific e 000 | X m -a% at 
College of the Holy Name-_-- 4 , 000 x . * eet a 
University of Santa Clara sealed 2, . 000 x | dicpdivan adibendl abil A ewe he 
University of California a | 3,750,000 | ces —i. desleenuestummeameas x "2 
Total, California ied 9, 913, 000 | 71, 142, 000 (6) $9, 109, OOF 7) $41, 344, 000 | (27)$20, 689, 000 
COLORADO 
The Colorado College 308, 000 widdhe . - datincdnadwdnldelh 
Fort Lewis A. & M. College j 514, 000 - es PRES kl alee 
Colorado School of Mines . 000 |. s s x 
side University of Colorado i cieiertnoete vvidanh aalilaeaa x 
Colorado A. & M, Colleg ssa 1, 320,000 }.......--- ~ -oilieelios .| x 
Colorado College lea ‘ ED Bdeccnae ponte’ . pibtiitinains aa x 
sii University of Colorado ‘a — 2, 200, 000 |... chien tbiels x 
Colorado A. & M. College is O00 |... - “ iesverseeusnngenesniebanivide x 
“ Western State College______- <i rem 2 nok doesd x 
- The Colorado College _.... — nee PITT TE, sci ucithactnincotaninectadendltmenwaresliiod an . x 
000 Loretto Heights College......|----......-- AB Ei oc de cacancmse Be ea eee x 
Colorado State College of | | | 
Education.__.._. a laa Ss: dagianes cltcsthenscnsieathcionre A iisasnccenaesamnanindall iJ x 
Regis College____.. sag . I ccccndla hen en ee oars a x 
Ge ne aah ean eibabl | x 
ct ated 1, 250, 000 | cant. x 
Colorado Women’s Colleg 335, 000 | x 
Fort Lewis A. & M. College 806, 000 - ‘ ‘ bile ahecdnal x 
University of Colorado 1, 009, 000 nee | x 
Western State College 631, 000 x 
Colorado School of Mines_.... 259. 000 x 
Colorado A. & M. College 1, 350, 000 x 
Adams State College of Col 
orado ad 587, 000 _— x 
University of Denver... ‘ DFG Penna ue a } x 
The Colorado College PE ilen wndnecone eaten x 
Colorado State University —_ 2, 000, 000 x : nietsincnplidtite iattete 
Adams State College - ; 465, 000 seneiiaiguanalleetglbhipih = ae | x 
Pueblo County Jr. College___|-.--.-...--- 600, 000 | * Sete Ric Siswendlca + 
Colorado State University e . 1, 450, 000 | R. .  Dibsweencdceeeceteleeeimes y 
The Colorado State College_..}.........-- latins. ccadesess | SB: +s ate ee sdk 
Adams State College of Col- | | | | 
orado ee ae 1, 160, 000 | x eee = 
Western State College é- 1, 600, 000 | Eh. . Jaccuevecscouenktelh Jésedaeeaws . 
Total, Colorado. . aa $22,000 | 29, 738, 000 (4)6, 210, 000 (2) 1, 035, 000 (23) 22, 493, 000 
CONNECTICUT | 
| | 
Connecticut College ..| 3,000, 000 = Iso scenes resis str rss cts esse GRAAad es INC teal = 
University of Connecticut 2, 400, 000 
ca St. Joseph College : 1, 000, 000 is leaden a tidien whe 6 . 
; University of Bridgeport_- Senaled L SPR REE Tenses nies x 
Yale University 1, 080, 000 et x 
a University of Bridgeport -- : 1, 600, 000 eee x sail brariints ‘ 
, Albertus Magnus College__.._}_- 900, 000 . x 
Total, Connecticut_.....| 6,400, 000 5, 076, 000 a “a (2) 2, 500, 000 (2) 2, 576, 000 








“eee © ese ewe e 


866 


Loan amount 


Institution 
Reserva- 
tion 


DELAWARI 


University of Delaware 
Do 
Do 
Wesley College 


a $1, 191, 000 


Total, Delaware 1, 191, 000 
DISTRICT OF COLUMBIA 
Georgetown University A. 3 
The American University - -- 
Do e 
Georgetown University 
Trinity College : 
The Catholic University 
The American University 
Georgetown University 
The George Washington Uni- 
versity 

Dunbarton Collegs 

Total, District of Co 

lumbia 
FLORIDA 

University of Miami 100. 000 
University of Florida 
Florida A. & M. College 
University of Miami S 
University of Florida 
John B. Stetson University 
Florida Southern College__--- 
John B. Stetson University -- 
Bethune-Cookman College 
University of Florida fai 
Florida State University 
John B. Stetson University 
Rollins College : 
University of Florida 
University of Miami 
John B. Stetson University 
University of Tampa 
Florida State University 
University of Florida 
University of South Florida 

Total, Florida 100, 000 


EORCIA 





Gordon Military College 

Young Harris Coll 

Emory University 

Do 

Mercer University 

Morris Brown College 

Clark College 

Emory University 

Georgia Military College 

Wesleyan College 

University of Georgia 

Georgia Teachers College 

Georgia Institute of Tect 
nology ; 

North Georgia College 

Tift College 

Morehouse College 


337, 000 
500, 000 





Total, Georgia 837, 000 
HAWAII 


University of Hawaii 
Do 


Total, Hawaii 


Approval 


$1, 854, 000 
360, 000 
665, 000 

2, 879, 000 

1, 249, 000 
394, 000 
634, 000 

1, 192, 000 

1, 400, 000 

1, 350, 000 

1, 500, 000 

2, 800, 000 

1, 250, 000 
848, 000 

12, 617, OO1f 

1, 776, O04 
810, 000 

1, 381, 000 

1, 000, 000 
536, 000 
750, 000 
420, 000 
287, 000 

3, 279, 000 

2, 300, 000 
894, 000 
900, 000 

1, 925, 000 

2. 895, 000 
423, 000 
440, 000 

1, 925, 000 

3, 500, 000 

1, 200, 000 

26, 441, 000 
627, 01 
990, 000 
750, 000 
200), 000 
450, 000 

4.000, 000 
258, 000 
450, 000 

3, 000, 000 
462, 000 

2, 025, 000 
390, 000 
200, 000 
350, 000 

14, 152, 000 
545 000 
437, OOF 
YaRZ, O00 


Not started 


1)$1, 200, 000 


2) 982, 0006 


A. College housing—Continued 


Construction statu 





naer con- 


struction 
x 
(1) $665, 000 
x 
(1) 848, 000 
x 
x 
2)5, 425, 000 
x 
xX 
X 
4 877. 000 


Comp 


x 


lf 


A 


dn 


“ww 


214, 000 


769. 0M) 


, 816, 000 


— 


were 


SS ay, 


Z 


Perera 
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A. College housing—Continued 


= ae — _ _ —_ - a 











| Loan amount Construction status 
7 Institution | | | | 
i Reserva- Approval | Notstarted | Undercon- | Completed 
| tion | | struction 
— — — — a as —_ =! a _eenee es — | es 
IDAHO | 
College of Idaho nana -| 220, 000 |... ee oso posweeseucess si aediecentinni ins 
J Boise Junior College__.__....- | 379, 000 |... ieee ; . edubitlhsnadomban ed 
, University of Idaho-_.....--- b citinasesotidanac lt. ME Diesen acre aii . x 
The College of Idaho jected iden enaicinneeteintioan | 430,000 |... nes ee ieeegs detail | x 
Do ee Es Se 150, 000 . . aa a x 
ot Do a ee 120, 000 |...- MES - . «il x 
000 Northwest Nazarene College_|_.........-- 370, 000 |_. i a x a eres ee 
- North Idaho Junior College._|...- ool 110, 000 7. ___., tateespgumentiaeeeem ene Peles lied anon 
Total, Idaho ee 599, 000 | 1, 935, 000 () $110, 000 (1)$370,000 | (4)$1, 455, 000 
ILLINOIS | } = 
St. Procopius College______- 700, 000 |... . y sii Ricerca la 
University of Illinois Te hi ic eee ac - ex crmtesassn deegune eit Ghia Dadian tae 
Loyola University MI AS See i : iia Tae iintsatibe 
Southern Illinois University..| 3,900,000 |_-------___- ee A 5 een ee 2 iagonae. kee 
Monmouth College : | 375, 000 |_._. ae = sas laiecuslat Sece Ailghdsceahdentc hs ota ee i 
Illinois Institute of Tech- | 
nology aaa 2 } 1,000,000 |_._- sill trie MIE oa sa elacecn dds chdsai i anleeeeenilbdeahigiiabiand adit S iditenin' ent entdedietinn nettle 
Knox College __--- ieebemeaeies | Se mare! Ser ossnasioeess) x 
Illinois Institute of Technol- 
CRY .-20- ate ibaccasennnnn | 1, 045, 000 SOs cocescocccuscleccecneccoececoes= x 
DR sca of a | Sa Oe ick... 4... iui hntpieinnntabmanten | x 
000 Southern Illinois University _.|-------- | 1,200 Ge b-s........ lle eee rca ieea ad x 
Illinois College es Saar 200 G08 }..s....... 4 x 
North Central College_.-_-.-- Se POE lite sednc ens waned x 
Loyola University ciateeieabaeliniths cable ae 1, 192, 000 ee eae | x 
Knox College Licepelaicindea ia bla asa sci acti ‘ EE Bit shewiaionaccnanl owumacinnnesamacte x 
North Park College and The- | | 
ological Seminary sear I a Ria A ee eas alliiasaeles sida 4 x 
Lake Forest College _. ' fiat EE i ltinenmuunic ta cminnenenne ‘ x 
Lincoln College Fe tee 175, 000 |...-.- Seek se oa x 
Quincy College and Seminary-}__........-- 600, 000 }........ Seta siete ae 5 x 
Bradley University Besa ect eecaaes 450, 000 et : \ 
Southern Illinois University.|_........... 3, 251, 000 | x 
University of Illinois. .......- Ricamnaasiehabetanenes 1, 065, 000 | x 
Do. _. 7 in bdaee (SRA ee 2, 570, 000 | x 
I a 200, 000 | x 
North Central College caged as TE Ee cncawan EL aichencnatecee - x 
Aurora College oe adadadatniian a a oe x 
The University of C hics 1Z0 hea 2,000, 000 |.....-.- Fated ts dicnstiis eertindacemneetinad | x 
TN eae OTD Tvvinnnncniie Dts: ls acabaceictennminabeaipieds | x 
Barat College of the Sacred | 
Heart Se ae Ne 650, 000 |...-..-- sa alee nee ae x 
The University of Chic: 4Z0 i ee actharllindeithiettammmanneiidiias .| x 
University of Illinois........_|........____ [ren id Sea x 
. I A ees x 
- Shimer College__- ) ES a 350, 000 a eee ieacassnane x 
5, 000 Southern Illinois Unive rsity. ee ol) Se Eke cnctenses ii =  _ , hbeed dese, 
Illinois State Normal Univer- | 
Se et a Boe Eka cbt i C) eae pean eee x 
National College of Educa- | 
NS eR a, ee See | a . x 
°- Western Illinois U niversity...|- ee ewe | 206, 000 |.....- SANSA! x Re cate cra ae Oe 
Northern Illinois University SS 3,000, 000 |..... Se ee J ae x 
Eastern Illinois University...|.........__- I Be vin camasiame, x 
MacMurray es Bees ie |) ae a lara ee al ‘ x 
Been WMAWORMIEY. 5. u le nccccwanane . | | a ai x De aoe hn De z 
Aug gustana College -- .....- te LE 395, 000 |_....- besessishe lo glia I he eicdeinbenasshnsiteietaaindi A x 
i ER ea Ge Bite acennesanese é aasnh x 
Illinois Institute of Tech- | 
nology : ae ee Le ed : — eile x 
The Monmouth College......|...........- | CE Eick ascannlettetetl Seman ts nih 
The University of Chicago--.|}_........_.- Be Princ ncacdeon ase ee ee x 
Lincoln College. _....._. eS Lava BN so ie ee A a » 
Illinois Institute of Tech- 
nology eee ee SI | 1,200, 000 x ea epee em 
University of Ilinois- ple aE EES B.C ee Seal ad x 
Southern Illinois Univers ity i 2, 300, 000 . x BE ee ae 
or Bradley University aes ae 517, 000 aa ‘ - x 
75, 000 Universit of Illinois sae alge Bet 1, 530, 050 Bee a tie Ek Pl a 
Knox College_._____.._-__- Se ee 500, 000 |... _- Prone % wiodheptesgasseee 
University of Illinois. ____.. bw __.| 3,450, 000 | a eee i wc; cues Smee 
MacMurray College.._______. 5 550, 000 |... aes Oe a ee 
Rosary College cote Se 949, 000 | x = cae seit 
Mi illiken { ann a eee 546, 000 | x ——_ 
Elmhurst College os : 450, 000 x 





Total, Illinois _.......- 9. 725.000 | 50. 903. 000 (4)3. 145. 000 (10) 12, 926, 000 (37) 34. 832. 000 
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A. College housing 





| Loan 


amount 


Institution 
Reserva- 








Approval 


tion 
INDIANA 
Valparaiso University .....-- OO O08 bon cniccoun 
Manchester College. _..._.... | 400, 000 F 
Butler University . ._-- Se cae $890, 000 
Anderson College and Theo- | 
logical Seminary se Oe Td | 539, 000 
Indiana University...........].........-. | 2,024, 000 
RT i enaveotl 700, 000 
St. Joseph’s College 440, 000 
Franklin College of Indiana a 505, 000 
Manchester College___._.___- oa | 325, 000 
Earlham College. ____........|_......- ca 600, 000 
Taylor University........-- oo Fe 600, 000 
Marion College . he | 175, 000 
Indiana University ceed . | 3,005, 000 
Purdue University shes 8, 954, 000 
Anderson College and Theo- | | 
logical Seminary aes 549, 000 
Ball State Teachers College a 3 1, 265, 000 
Indiana U niversity—Medieal | 
Center ee ds 1, 3¢3, 000 
Do at aa . — . ae 083. 000 
The Vincennes University_.- 250, 000 
St. Joseph’s College__-- 680, 000 
Evansville College | 312, 000 
Valparaiso University 832, 000 
Indiana State Teachers Col- 
lege... 1, 500, 000 
Do_. 5R6, 000 
Franklin College of Indiana 450, 000 
Indiana University | 6, 570,000 
Ball State Teachers College 300. 000 
Do | 1,350, 000 
Do. 2. 200, 000 
Indiana University 1, 715, 000 
Total, Indiana.. 1, 730,000 | 39, 872, 000 
IOWA 
Loras College 750, 000 
Waldorf College. ; 275, 000 
Drake University ; ; 1, 000, 006 
Morningside College 458, OOK 
Iowa Wesleyan Colleg : 330, 000 
Simpson College 219, 000 
Upper Iowa University 00K 
Luther College. _. 435, 000 
Waldorf College 150, 000 
Buena Vista College 200, 000 
Parsons College 000 
Drake University - - l, 000 
Luther College 000 
St. Ambrose College 920. 000 
Grinnell College 400. 000 
Northwestern College _. 250, 000 
Morningside Colleg o> 400, 000 
Iowa Wesleyan College 530, 000 
Luther College__. 750, 000 


Coe College 950, 000 
Total, Iowa i 1, 025, 000 9, 526, 000 
KANSAS | } 
| 
Municipal University of | 
Wichita. 385, 000 
Do... | 741, 000 
Ottawa University 240, 000 
Baker University 310, 000 
Sterling College 346, 000 
Kansas State College | | 1,400, 000 
Kansas State Teachers Col- | 
lege.... 400, 000 | 
University of Kansas | 977, 000 | 
Kansas Wesleyan University. -| 267, 000 


Fort Hays Kansas State Col- 
lege_. 


\ 500, 


000 


(2) $1 





Continued 


Construction status 


x 
000 


700, 000 4) 1. 580 


Completed 


HMA 


HARwR HA 


“RK 


12) 6, 246, 000 


hea 


> 


a ot et 


yo 


| 


7 








1, 000 


Institution 


KANSaS—continued 

University of Kansas 

Kansas State College 

St. Benedict’s College-- | 

Bethany College 

Kansas State Teachers Col- 
lege 

Kansas State College 

University of Wichita al 

The Friends University 

The Southwestern College 

University of Kansas 

The College of Emporia 

Baker University 

University of Kansas 

The Southwestern College 

Fort Hays Kansas State Col- 
lege 

University of Kansas 

Sterling College 

Tabor College - < 

Sacred Heart College <3" 

Kansas State Teachers Col- | 
lege 

Bethany College ; 

Kansas Wesleyan University 

Kansas State Teachers Col- 
lege : ; 

Ottawa University 

MePherson College 


Total, Kansas 


KENTUCKY 


University of Kentucky. __. 
Centre College of Kentucky 
Brescia College 
Murray State College 
Nazareth College at 
ville 
Western 
College 
University of Kentucky 
Morehead State C 
University 
Do 
Murray State College 
Western Kentucky State 
College 
University 
Do 
Transylvania University 
Georgetow n ¢ ‘ollege 
University of Louisville 
Murray State College 
Eastern Kentucky State 
lege 
University of Kentucky 
Bellarmine College 
Kentucky State College : 
Western Kentucky State Col- 
lege . 
University of Louisville | 
Morehead State College 
Union College 
Georgetown College - 
Morehead State College 
Western Kentucky State Col- | 
lege : =. | 
Pikeville College | 
Murray State College 
Eastern Kentucky State 
lege 


Louis- 


Kentucky State 


llega 
ollege 


of Kentucky 


of Kentucky 


Col- 


Total, Kentucky 
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Loan amount 


| 
Reserva- 
tion 


Approval 


$710, 000 
1, 200, 000 
} 486, 000 
| 200, 000 


150, 000 
2, 030, 000 
1, 200, 000 

348, 000 

228, 000 
1, 040, 000 

| 343, 000 
865, 000 
{| 2,700, 000 
5 1, 005, 000 


000, 900 
125, 000 
iow 72, 000 


500, 000 


| 700, 000 
| 


250, 000 
300, 000 


a 260, 000 
ta 548, 000 
000 


$385,000 | 22. 356 


1, 225, 000 
1, 694, 000 
400, 000 
800, 000 


450, 000 


675, 000 
300, OOO 
675, 000 ‘ 
oe 1, 255, 000 
770, 000 
000 


980, 000 
000 
2, 090, 000 
1, 000, 000 


460, 000 


528, 000 | 


a 487,000 | 


300, 000 | 


670, 000 


1, 800, 000 


725, 000 
4 195, 000 


693, 000 
726, 000 


4 | 
3, 000 


ED 


Construction status 


Not started 


1, 034, 000 | 


a ad 300, 000 
as 640, 000 


| 625, 000 


ne 1, 900, 000 


6, 219, 000 | 19, 965, 000 


916, 000 | 


400, 000 | 
683, 000 | 


(2) 2, 300, 000 


} 














Under con- Completed 
struction 
rs . x 
x Si daiie dare aie 
x 
x 
x 
x 
x 
x 
x 
x 
x 
-| x 
x 
a 0|lCU "eee eeuaeen 
x 
x o 
x | ii ~ 
| 
| 
x eceecacces ose 
$4,792,000 | (21)$15, 481,000 





HMMM 


“> 


ARYA K 





(7) 5,998,000 | (15)11, 667,000 


— === 
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Loan 
Institution a 
Reserva- 


tion 


LOUISIANA 


Loyola University 

Tulane University 

Centenary College of Louisi- 
ana 

Northwestern State College 
of Louisiana ; 

McNeese State College 

Tulane University 

Louisiana College 

Centenary College of Louisi- 
ana re e 

Southeastern Louisiana Col- 
tt: s..s 

Louisiana Polytechnic Insti- 
pane | 

Tulane University 

Do. ——— 

St. Mary’s Dominican Col- 
lege ; 

Dillard University 

Tulane University 

Grambling College _ 

Southern University and A. 
& M. College 

Tulane University 

Southern University and A. 
&JM . College 

Centenary College of Louisi- 
ana Pe hiioiace 

Northeast Louisiana State 
College 


$2, 594, 000 


Total, Louisiana 2. 594. 000 
MAINE 

Nasson College 
Total, Maine 


MARYLAND 


Washington College. ---- 770, 000 
The Johns Hopkins Univer- 
sity 


University of Maryland 

Washington College---_- 

The Johns Hopkins Univer- 
sity 2 

Ner Israel Rabbinical College 

Hood College 

University of Maryland __- 

College of Notre Dame of 
Maryland and 

Loyola College 


Total, Maryland. --- 770, 000 


MASSACHUSETTS 





Boston Universit; 2 700. 000 
Wheelock College 1. 500. 000 
Dean Academy and Junior 

College 400. OOO 
Easter irene Collegs ; 500 O00 
Tufts i t 1, 740, 000 
Springfield College = 125. 000 


Tufts College 
Brandeis Univer 
Assumption College 
soston University 
Lesley College 
Bovve-Boston School... 
Stonehill College 
Worchester Polytechnic I 


> 


te to 


x 


imount 


OOO 
175, OO 
, 433, 000 
139, 000 


800, O00 
500, O00 


356, 000 
, 621, 000 
, 510, 000 

750, 000 


560, 000 
, 380, 000 


700, OOO 
298, 000 
250, 000 
, 000, 000 


400, 000 
, 100, 000 


, 900, 000 
425, 000 
517, 000 


624, 000 


330, 000 


330. 000 


, 630, 000 
, 056, 000 
380, 000 


, 736, 000 
210, 000 
492, 000 

, 500, 000 


, 040, 000 
5A0. 000 


594, 000 


$1, 


Continued 


517, 000 


200, 000 





$25, 000 


500, 000 


x 
x 
x 
x 


«Me 


“MMM 


(17)$20, 682, 006 


(® 


x 


(1) 330, 000 


“MMM HMMM 


7, 094, 000 
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Loan amount Construction status 
Institution | 
| RKeserva- | Approval Not started Under con- Completed 
ed tion truction 
m siahaatanele | 
MASSACHUSETTS—continued 
Clark University- ‘i | $1, 600, 000 a . ait x 
Dhiie New England Conservatory | 
of Music 1, 215, 000 ok ee 
Brandeis University--.- 2, 900, 000 7 Oe x 
Emman'el College -. 749, 000 | . =e x 
Springfield College aS , 000 ; £ = 2 x 
Wheaton College 593, 000 x a x 
fufts Colleze_.- 1, , 000 ‘ we x 
Mount Holyoke College | 000 . ey x 
Anna Maria College for Wo- 
men 000 x TS actin nop acinaeiiaal 
Wheaton College a , 000 x wo ------eeee - 
Merrimac™ Colleze v 5. 000 Xx 
Stonehill College 2 Ei , 000 x . 
issachusetts Institute of = 
rechnology a , 400, 000 x i cea 
Nichols College of Business | “ 
Administration : : 250, 000 | x yas oa 7 eee ™ 
Assumption College = 605, 000 |_. = = Xx oe a 
Wellesley College 1, 000, 000 x he (st eee J : maT 
Total, Massachusetts_..| $7,265,000 | 22, 444, 000 (4) $2, 525, 000 (5)$3, 546,000 | (15)$16, 373, 000 
MICHIGAN bis 
° 
University of Detroit 710, 000 . . a epi J 
Do ieheceichin ‘ : cam 900, 000 . x 
Hope Colleg > O00 . x 
Olivet College se 5, 000 x 
University of Michigan 7 3, 261, 000 
Michigan State University = 1, 557, 000 : x 
Eastern Michigan Unive ity OOo 
. University of Michigan 3 000 x 
= Do ] ), 000 x 5 : ‘a8 
2, 000 Marygrove College 000 : 7 x 
— Mic an State University of 
Agriculture and Applied 
Science School 3, 680, 000 : fo ea x 
University of Detroit i 1, 550, 000 x 
Central Michigan Colleg s 826, 000 x 
0, 000 Hope College 1, 000, 000 |_. x Peed ens 
= Michigan College of Mining 
rechnology - . 1, 400, 000 x wa errh 
-- Total, Michigan a 710, 000 | 22, 105, 000 2)3, 150, 000 1) 1, 000, 000 (11) 17, 955, 000 
MINNESOTA 
St. Olaf College oe Ee 7 Se ee a a os ikatarinleu oe cocia te ane 
St. Mary’s College. 350, 000 Ses Leena eee ee 
Carleton College aE ED No os viata Mie Vaeetnociarnstee team mer aerinmd anise On anaet eminem ana aaae 
rhe College of St. Catherine 1, 000, 000 J . i See 
Gustavus Adolphus College 652,000 }...... j ; - x 
Con ollege 650, 000 ‘ = oe x 
Aug e and Theo 
logical Seminary . s = 340, 000 as x 
Bethe! College and Seminary : 348, 000 x 
— St. Olaf College ~ s 1, 000, 000 x 
4, 000 Macalester College... deo 800, 000 ; x 
Hamline University scene tek 250, 000 : x 
University of Minnesota (St 
Paul ae Se ee ee Ee : 1, 985, 000 ; . iat aieta eae x 
University of Minnesota 
(Minneapolis : Giiolnats a ‘ <eeeanuad " x 
University of Minnesota 
Dulut ae ; Sh icntce 345, 000 |_. x 
St. Mary’s College. -_-_- : é 713, 000 x 
Carleton College ; 800, 000 x 
St. John’s University : : ; 1, 361, 000 b . “ x 
University of Minnesota (St. 
Panl-Minneapolis) variate a 2, 803, 000 | _. 4 oa one Senora x 
College of St. Thomas. . roo 1, 200, 000 ‘ ; Bek Sicunan x 
St. Olaf College oe a 700, 000 a ; ee, ST ee Ly. 2 I. 
Hamline University : 450, 000 |_. eS ofiye hace - x 
Gustavus Adolphus College - - ; 250, 000 ; 5 PPL Ieee 
College of St. Thomas. ..---| 1,300,000 ae Ls x 





Total, Minnesota 4,785,000 | 18, 896, 000 L 3) 2, 250, 000 (16)16, 646, 000 








Institution 


MISSISSIPPI 


Jackson State College_._- 
Mississippi College 


The University of Mississippi _| 


Tougaloo Southern Christian 
College. _- hee ‘ 
Mississippi Southern College 

University of Mississippi.- 
Do a 
Mississippi State College ____ 
Mississippi Southern College 
Millsaps College. ae 
Mississippi State College for 
Women 
Do pe) 
Millsaps College_- 


Mississippi State College for | 
| 


Women ; 
Mississippi Southern College. 
Mississippi State College 
University of Mississippi 


Mississippi State College for 


Re 
Delta State College______ 
Mississippi College__.________ 
Alcorn A. & M. College.- 


Total, Mississippi 


MISSOURI 


Central Missouri State Col- 
lege. peiaaiiedehie 

Maryville College of Sacred 
Heart 


University of Kansas City____| 


St. Louis University... 


Central Missouri State Col- | 


lege Seen 
St. Louis University 
Central Missouri State Col- 

CR ciate gE 
Drury College. pee 
Rockhurst University. _____- 
University of Missouri 
School of Mines (University 

of Missouri) 
Park College tae 
William Jewell College 
Westminster College. 


Northwest Missouri State 


College........- 
Webster College. “— 
University of Missouri 
William Woods College___. 


Southwest Missouri State | 


College......... ai 
The University of Kansas 
City... tl 
The Tarkio College 


Northeast Missouri State | 


Teachers College____. 
William Jewell College = 
University of Missouri 

(School of Mines : 
Central Missouri State Col- 

lege. 


_| $350, 000 


we 
(2 





A. College housing—Continued 


| 
cr 


Reserva- | 
tion 


365, 000 
750, 000 | 


290, 000 
550, 000 
|----------- 


oo! 
to 


2, 305, 000 | 


695, 000 | 
986, 000 





Southeast Missouri State Col- | 


lege___.. lettin 
University of Missouri 


University of Missouri | 


(School of Mines 


Wentworth Military Acad- | 


a. ...... : 
Westminster College 


The Washington University _- ak 


Cottey Junior College. _- 
Washington University- 


Loan amount 


Approval 


— yw 


—_ _ 


_ 


l, 


2. 600, 000 


754, 000 


, 184, 000 
500, 000 


802, 000 
622, 000 
622, 000 
264, 000 


320. 000 


, 465, 000 


720, 000 
72, 000 


650, 000 
925, 000 
575, 000 
385, 000 


, 060, 000 


712, 000 


900, 000 |__ 


875, 000 


600, 000 





Construction status 


Not started Under con- Completed 


struction 


x 
x 
x 
x 
x 
x 
x 
‘ x 
x 
- S —s>si(‘é‘ ge Ria Gtrlienenet 
pis x ‘ 
x wee e.. 
x eee 
piteeenacnat x aieaaiati ae 
vauete x ay 
x 


000, 000 | 


195, 000 | 
683, 000 | 
520, 000 | 


, 585, 000 


300, 000 
950, 000 


500, 000 | 


085, 000 | 


665, 000 | 


6865, 000 


770, 000 | 


965, 000 


935, 000 


370,000 |__- 


575, 000 
454, 000 


540, 000 | 


630, 000 


, 515, 000 
, 650, 000 


415, 000 


550, 000 
368, 000 


, 411, 000 


875, 000 
528, 000 


(3) $2, 707, 000 (4)$3, 685,000 | (9)$10, 668, 000 


“Kee ee oe 


“Mee eM 


wha 
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| Loan amount Construction status 
Institution | = 
Reserva- | Approval Not started | Undercon- | Completed 
tion | struction 
- —— = | Se _ - . ™ - = Se 
MISSOURI—continued 
| 

NN a a Gay ND Bie canccdcccecsd | ae ee, 
Christian College--.---- TOGED Noses scciatabcee Ss eesti ane 
Drury College..............-- Denia dice é tee 250, 000 | Rian. Fill Rbscbaswapeumedacan itae iene ansie 
Westminster College_-.__----|_....-.-.-.- 175, 000 Xx wo wee e eee n new seeceenensnennsned 
Northwest Missouri State 

College. - i sacaclaonaiemaecs I iets buries inti ‘ ads ai x 
St. Louis Unive rsity (Parks 

sicncbaxasenenwenin Scnhine autre 1, 149, 000 EAs io Rbetheecnewadacessinnteatwantlieeas 
Kirksville. Cc ollege of Oste- 

opathy and Surgery - --.--- mee 571, 000 x nbeminntnhtieinds dateanidin tt’. cdenaee 
Central Missouri State Col- 

I ns ccine 4 sis Sek eres 1, 165, 000 R Ponce cirueilend pagel kenetaahnmhaneell 
Northeast Missouri State 

Teachers College. .........-|.........- , 593, 000 ST - Diweuebincteindesetseatimiaiieah onbeatibieadl 

Total, Missouri---_-_..--.- ‘$1, 681, 000 37, 769, 000 (6) $4, 903, 000 _©6)$0,2 270, 000 | (28) $23, 596, 000 
MONTANA 
Carroll College... aah. AEE Veednnesincedibps Adil Piditihes: in ssstanssoch ssc, 0.0 Reine ooananesaneonn dd tema Lau 
Rocky Mountain C ollege. Sail BE fsncd ae ahd acaamansondaal-sduinicenscancocnndiswamiiale ee 
Eastern Montana College of | 

Education.........- cast Fa I Ulett nent deanna cota acaahigun nit oae eo momen ae tate em tian teieteuent in 
Northern Montana Colle ge. 350, 000 iT es oni Ne ee ee 
Montana State University~—- |. bee Sn on ce cinco chock ocenc wines x 

err 900 CN tees. <5---a--<- ele ca asec x 
Northern Montana College.--j.......-.-.- IE iaticcrianctinsiccbiabacalracate-ndinaeiet ue Weed x 
Eastern Montana College of 

Tica cadets foci ine inten hahaha ene aha nce ie ha etincasilenarioatcen x 
Western Montana C ‘olle ge of 

DD cetinvec ane gmamonn anienl ST inscsciinitineemmitinnl See x 
Montana State College_-_....|...........- DI ee | . Pee x 
Western Montana College of | 

SES SES Ses a x 
Montana School of Mines. _-|_---.------- a Sis)! cris iedtedeteicaenl 
Northern Montana College..-|.........-- EE Entiat, aeliiecelehs :- . eee 

a a a eae EE Bitte nolacamemece! ES. ton Rtecndaebdeanasl 
Montana State College.......}..........-- fp Riniceteincnce nes i Ae ee oe 
Total, Montana.......- 4, 1582, 000 5, 635, 000 Sothebeiaiinn daticaaat nals | 2, 460, 000 4, 175, 000 
NEPRBASKA i 
Hastings College. __- I ier eek ters a Dace nee tentacle 
Nebraska Wesleyan Univer- 

Dl cackhhnastbaaunaniuanees I ocenlone uniter SITET Utninndendumnitnicmaantdhe s pasimaanagiedatnaate x 
The Creighton U niv ida lecehecwmenan Rae ee a ee x 
Nebraska Wesleyan Univer- 

NE shies Bai cesvaniacemndsoessnisied mst panning he tic ares ce dca th ccamaeeaae x 
SS EE See itt anemic wmeenes x0" Ricceieneceen bilan 
I eae | eee x sockbptasinapepaseieetniaale 
cae SE a ttceanadalcont | Bint ® Bakdetedeetieeak 
I soe asenen cecal Lome nlorinaneeeiaien WI ia ncccodncsthinsincceaonent S06 i“(‘é RC teem pence 
The Creighton University....|_.......-... 750, 000 I>. | Bscsrechateiedeius aeccocmieneile teclesiecn leet 

peices nemhepenniepaeal eseuren aa 4 ee 
Total, Nebraska --| 425,000 | 3, 438, 000 (1) 750, 000 @) 1, 356, 000 (3) 1, 332, 000 
— = {= — = =} = — 
NEVADA | 
University of Nevada_..----- 630, 000 |......- dined 
TEE ee nto wauied 1, 382, 000 | 


Total, Nevada 


NEW HAMPSHIRE 


Dartmouth College 
Rivier College..............-. 
St. Anselm’s College 
Dartmouth College 


Total, 


New Hampshire 





1, 382, 000 | 





| 
| 1, 500, 000 | eee 
750, 000 |. Caae 
842, 000 eaten 
1, 700, 000 | x 


(1) 1, 700, 000 | 


, 792, 000 | 








x 
() 1, 500, 000 
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| 
Loan amount 
ais 
Institution | | 
| Reserva- Approval 
tion 
| | —__ 
NEW JERSEY | 
Rutgers, The State Univer- | 
re 6 i em aii $750, 000 j_....--- 
Ries cc cdanbusonannt” SOO, 0 1...-- ss 
Fairleigh, Dickinson Univer- | 
sity ‘. ‘ aa 775, 000 niece 
Rutgers, The State Univer- 
ON i i ai al tte | 2,420,000 eehiae 
Do bcémeien 1, 730, 000 3 
Rider College a a Se Gee fa eccsbes 
Fairleigh, Dickinson Univer- | 
sity 2 : el $325, 000 
Westminster Choir College_._|___.__- - 382, 000 
Upsala College oe 6 2, 070, 000 
Institute for Advanced Study_}|___- Sire 1, 150, 000 
Fairleigh, Dickinson Univer- | 
sity Rete ee eek a 507, 000 
Rutgers University ‘ 2, 430, 000 
Fairleigh, Dickinson Univer 
sity iol santite 2 7, 000 
Drew University _- — ee a , 000 
Rider College. _ __.......-...- , 000 
Drew University ___- - 7 , 000 
Bloomfield Cellege and Semi- 
nary - = : a iB 200, 000 
Georgian Court College =f 763, 000 
Drew University a : 575, 000 
Stevens Institute of Tech- | 
nology nena eee " ; 1, 260, 000 
Total, New Jersey --| 8,575,000 | 12, 382, 000 
NEW MEXICO 
University of New Mexico 925, 000 
New Mexico Normal Univer- 
sity 170, 000 
New Mexico School of Mines 435, 000 
New Mexico Highlands Uni- 
versity 200, 00 
New Mexico College of 
A. & M. Arts 1, 375, 000 
New Mexico Western College 357, 000 
The University of New 
Mexico 1, 875, 000 
Do - ” 1, oS, UUU 
New Mexico Normal Univer- 
sity 205, 000 
New Mexico Western Collegs 257, 000 
College of St. Joss ph on the 
Rio Grande--- 434, 000 
Total, New Mexico 1. 095. 000 6. 816. 000 
NEW YOR" 
New York University. 3, 000, 000 
Fashion Institute of Tech- 
nology 1, 770, 000 
Brooklyn College Student 
Services Corp 1, 125, 000 
Utica College (Syracuse Uni- 
versity 950, 000 
Rosary Hill College ; 946, 000 
Barnard College 870. 000 
Dormitory Authority of New 
York 7 3, 000, 000 
College of Mount St. Vincent_| 1,360,000 | 
Rensselaer Polytechnic Insti- 
tute 2, 868, 000 
Syracuse University 2, 484, 000 
St. Lawrence University - --- 796, 000 
Clarkson College of Tech- 
nology 7 1, 150, 000 
St. Bonaventure University 1, 184, 000 
Alfred University 590, 000 
New York University 820, 000 
Briarcliff Junior College .__. 340, 000 


Not started 





Construction status 


anediene |— _— 
| 
| 
j 
esece ook ° ° 
= “> 
} 
x 
x ° 
mn “** Toenbeouemeee 
x ° 
(3) $2, 598, 000 1) $20 
x 


Under con- 


truction 


Completed 


“MM KH 


Or (10) $9, 584, 000 


7)6, 125, 000 


et eet et et ee ee OS 


om et 3 ot oD td 


tr 


Ont bed ed D 
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| 
te Loan amount 
Institution | | | 
Reserva- | Approval | Not started 
mit tion | 
= ns _| an eek einamnenetacerncintnes 
NEW YORK—continued ry E 
Syracuse. University. $2, 021, 000 | | 
Alfred University -.| “| 420 000 | 
Cazenovia Junior C ollege_. 101, 000 | 
Yeshiva University =f } 1,225, 000 | 
Do | 1, 500, 000 | e 
New York University, Belle- } j 

vue Medical | ia | 2, 310, 000 
Manhattan College__- | | 865, 000 
Iona Colleze 650, 000 | o 
Russell Save College. | 800, 000 | 
Adelphi Collee | 982, 000 | 
Wagner Lut’ eran College 1, 216, 000 
Clarkson College of Tech- | 

nolo7ty | 1,044, 000 : 
Colgate University 847, 000 
Syracuse Unive rsity 3, 361, 000 | 
New York University 2, 000, 000 | 
Ford’ am University | 1, 800, 000 | 
University of eens or 635, 000 
Elmira Colle 639, 000 | 
Hamilton Colle a 1, 569, 000 | 
Hartwick C salem | al 275, 000 | 
Keka Colleve | 260, 000 | 
Rensselaer Polytechnic Insti- | j 

tute ----| 1,219,000 | g 
Bar ! College. _. | on { | min 
Skidmore Colleve .-| 1,327,000 
Vassar College sek Redenien oo 934, 000 ces 
The St. Lawrence University_}_........... 1, 445, 000 ice 
I a mtnnenin 390, 000 spbaitidieckane aad 
Columbia University-_. Os Seinntsnidseminceiies SI ii cnsctvcistininaninianicnnin ae 
Clarkson College of Tec hnol- | 

eae ee etc SE cod cc ccacwn 
cron NE a 5, COR GRP E.....do00; sacaeinad 

Bernardine of Siena Col- | 

3 ™ ila esta dishes 1, 400, 000 | Shtivisi aad 
The University of Buffalo..-_|_------_- ..| 2,300,000 |.._._- ee 
Manhattan College.._._____- "| cccaibeiana 1, 750, 000 Da Eanes ee 
College of New Rochelle... eee 7a0, O80 Noccundene eae 
New York University........|_.......-... OR hig. Secon 
Nazareth College of Ro | 

ESR a Se weonstaiine RE lie cxassdimranieetinaaiaincs 
Manhattanville College of | | 

the Sacred Heart. aseen veneganine 1, 000, 000 ea 
The University of Rochester ..|------------ 1, 380, 000 |... einai 
Rochester Institute of Teeh- 

a Da are banitnala Se 
eres COCR eee eee PO ind dncaviddawauae 
The College of Saint Rose... .|--------.... Sei i eeceneesns i 
Hobart College iaatcecleks cenit ici ic  \ | is aaa 
New York University -- 3, 446, 000 | I ccetehtuiatiinnes 
Adelphi College ‘ aid Rs I Bi ae neds Rs ste dccsmsadcedens 
Pe RIDGE . . . ocnsinecactuwmonn a 350, 000 |...__- dio 
Elmira College. ___......_- I ia cccdennewsumen 
Long Island Unive rsity cecal coathe 2, 640, 000 |....... _ 
Cazenovia Junior College.....|........._-- == 
Union College _______._- ; eee ea eee a 
Hamilton College......._-_. S ccinmehieiankts ican ciasduvaimawcasain 
Russell Sage College__- ee Statin lade ss | 
New York a my 

Authority........... - Di Reaelitididier tanaka A) = 
Iona College _- 7 eee 765, 000 x 
C. W. Post College. Oe ee oe le EL 
Fordham U niversity......... eee scti | ae ee 
Sarah Lawrence College.___. aes ‘ i 
Columbia University_....._- i. ced 750, 000 }_..... re 
Syracuse University ._- stiesaupnchiahnthauis 2, 921, 000 | x 
Houghton College__....._..._|__....._--..- 500, 000 | x 
Elmira College cE bscalinamaesminten 630, 000 scsnstctoicdlcchnDabieins 
University of Buffalo..._.-.-- sre i eaastmengl «ye Nea J 


Total, } 











(3) $4, 186, 000 


, 788, 000 


Construction status 











Under con- Completed 
struction 
oom — _ 
. x 
x x 
3 x 
is x 
jn x 
J x 
m x 
3 x 
| x 
i x 
| x 
J x 
x 
+e. x 
7 x 
a x 
x 
x 
x 
ae x 
| x 
| 
‘ x 
Ss x 
a x 
Pe x 
sdieadiing x 
itebchodicnd x 
aint einai lll x 
piiecteGenaee x 
x s<etbduicdubese 
ab vbhteneeseeuee x 
isnbteuaadtogae x 
S.  ._. . beeen asians, 
iukite wlgdbinkinbe | x 
ee x 
anadecdamncdil x 
ease micas x 
scat x 
| 
ibimteiet | x 
wikipedia tbicetaa tent x 
jad x 
win abit ect x 
i. —- bxeteaceaaan — 
i x 
niall x 
a > x 
S on x 
aiioeabiath x 
x iihdabint a Gidea 
sictincnlieaida lies x 
Bi Pi Riweteerrs = 
x ios aia ate 
ee ee ee ee oo 
ha 0 a ae on 
x watmiecieeated : 
x 
x 
x 
(11)$25, 249, 000 5! 55) $02, 353, 000 








Institution 


NORTH CAROLINA 


Consolidated Presbyterian | 


nicht tenia iia 
North Carolina State College 
of Agriculture and Engi- 
neering oa 
Elon College_-__- 
Campbell College 
Do hes , 
St. Mary’s Junior College 
East Carolina College 
North Carolina State College 
of Agriculture and Engi- 
neering. --.....- 


The University of North Car- | 


olina d 
Wingate Junior College 
Western Carolina College 
Pfeiffer College_- 


Appalachian State Teac hers | 


College 
Elon College 
Lenoir Rhyne College 
Louisburg College : 
The Woman's College of the 

University of North Caro- 

lina : 

The University of N orth Car- 

le vce , 
East Carolina College 
Atlantic Christian College 
Campbell College 
Queens College a 
Agricultural and Technical 

College of North Carolina 
North Carolina College of 

Agriculture and Engineer- 

ing (University of North 

Carolina : ‘ 
North Carolina College at 

Durham : 

Pfeiffer College 

Livingston College E 

The University of North Car- 
olina on 

Bennett College 

Chowan College..-_- 


Total, North Carolina 


NORTH DAKOTA 


North Dakota Agriculture | 


College 
Jamestown College ‘ 
Mayville State Teachers Col- 
lege 
State Teachers College (Dick 
inson ; 
T’niversity of “orth Dakota 
State Teachers College 
NOE) ccececcsns canha 
Jamestown Col'ege 


Total, North Dakoté 


OHIO 


Ohio State University 
Antioch College 
Baldwin-Wallace College 
Ohio Northern University 
The College of Wooster 
Findlay College 

The College of Steubenville 
Otterbein Colleges 
University of Dayton 
Antioch College 
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Loan amount Construction status 


Reserva- 
tion 


1, 800, 000 


| 


$1, 215, 000 | 


3,015, 000 ; 


1, 200, 000 





, 000 


, 000 
, 01% 
, 000 
, 000 
3, 000 


0, 000 


600 
000 


21, 316, 000 (5)$ 


Approval | Not started Under con- 


Completed 
| struction 


j 
| 
| 


$675, 000 | : 3 Xx oa 
192, 000 
205, 000 

190, 000 
1, 425, 000 


a 


2. 000, 000 


2,000, 000 | 
225, 000 | 
445, 000 
246, 000 


Awww 


£25,000 | | 
250, 000 | 
510, 000 
180, 000 


“~wK-A& 


950, 000 | x 


2, 000, 000 |... aol | 
1, 250, 000 |_. X | a 

400, 000 | x | ’ 
465, 000 | x | 
570, 000 


~) 


500, 000 | x 


i) 
I 
- 


, 000 x 


443, 000 x 
565, 000 | x 
300, 000 | x 


to 


000.000 | X 
370,000 | 
235, 000 \ 


000 | (6)$7, 365, 000 (17)$10, 566, 000 





600, 000 
300. 000 x 


345, 000 x 
650, 000 x ' 


900, 000 ; x . 
380, 000 x { 


3. 175. 000 (4 5 000 (2)900, 000 


1, 147, O0f x 


2RG. C00 x 








, 000 
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———— ee 



































Loan amount Construction status 
Institution | a ; y - 
Reserva- | Approval Not started Under con- Completed 
tion struction 
on10—continued 

Santen Wn VONE ns cs nds lodceccccece PONE Edi ee as x 

Ohio Wesleyan University. ..}.......-_-- SY Sees we cdentnc ne pea atneanicnieneae : x 
Findlay College_ - no oaks dinw enna cermind ROT ED bnaeacdnnwcscnae Jenoscwcn--sa-ee-= x 
Baldwin-Wallace “‘College_- re 620, 000 eaiwaae nema Reine ee end x 
Heidelberg College... _. neipelnbacoses 195, 000 | pocsaeeeeed x 
Ashland College 7 <a stihamen 450, 000 oa ae 215 = pos x 

John Carroll College... -__- : Glee 13.2 4c2525522 fo eese a ah Pe x 
Oberlin College..............- | aan I necdesccce ssccdee whl x 
Muskingum College_- | 750,000 |_- Sasower ss x 

Case Institute of Technology.|.........__- a boncccccereccccck x 

Ohio Wesleyan University. 500, 000 eS eee. x 
Wittenberg College........__. 675, 000 PRB ek cos x 

Miami University__._____- chains 941, 000 waclicunt see F x 
Marietta College. __- ae ages 550, 000 2 * Sl eimdacamadetcce x 
University of Akron__._..__- 2 549, 000 dood APEE TT IIE A eke x 

Hiram College................ |e<--2------- GT lectwodunccccuses Sessdéawdcdactelee x 

John Carroll University._.... 4 eee WE lo eccoucoseles acdSsasacdiceces x 
Central State College..._..... | Mi MOTE Tow oe cssctccacess lossccasceec ste x 

The Ohio State University...}.........._- GS Bic tcccenmieaseac Ca dicdhb cence x 

College of Mount St. Joseph..|....._-_-_- Se te Lesccatceteeweiees x 
Muskingum College........../............ I ter hee ee Pe cca ua eae x 

The Defiance College.........}............ _ "| SS area i nhenaconmitebucl x 
University of Toledo. . aieabieateainmaiaana DE eins Rrnsisinicentel egepruneingion wiatiae x 

Ohio Northern U niversity_- dobaneonens 940, 000 | _- etehtabocac nies Seer cbets x 
Wittenberg College_..__..._- iidennome maT PMI iva ccacnenseenca|agaseas teeta. x 
Antioch College.............. ical 400, 000 icwccucenme stint Acactachdihindiidh tet bine x 
University of Cincinnati_____- Sdwouceraade A PE dawccacunnsaccesledatsicaaguecarte x 
Baldwin-Wallace College. --_-_- |------------ I terre ae wn léqacnmaudeewe ced x 

Lake Erie College__.._...._.- iaeesannsene Wicca care cacheda co eu LEr x 
Ashland College__ cedelieoaiatn'aincreacae | 325, 000 | cn! ¥ eittninsinieg x 
Se SE) SS 480, 000 x intoiniuisssasks gga capo A 
Kent State University._......|...........-| 2,350,000 |...._____- ese cecuzenr ees x 

The Muskingum College. ._..|....-...--.- TN i cites iain cae 5° PO A aed a 
Findlay College. .........-... ee ee a REY isiseiee ence score ikcanaamomacmn ska x 
Wittenberg College....._.__.- Dee oom COI ho chcrapsensnel A eae ee 
Marietta College. _........... ekneaaban 200, 000 | pqretubeacouludétitipsibbiomemait’ x 
Denison University... ......- eeu nieah 4 Ep Deadeermbinns nines BO oA eee ds pee 
The University of Akron.__._|.......-- 290, WO | code Eo - gdee beeen 
The Ohio State University. - pee 2, 030, 000 Bg. °° A edadban ieee 
Bowling Green State Univer- | 

TE Aaah tte ieee Bie cate th bench abana 2, 500,000 |.... eh eee 
Muskingum College ; 22, 000 | x 2 es ORE ee 
Miami University =e », 000 De sete 
Mount Union College. - CREE. 225, 000 nal mE --- "Ray haesee iis 
Heidelberg College Oe oa a | 550, 000 ce . cle Bees 
The Defiance College ..-| 340,000 | gh ree ee 
Kent State University piscinas 2, 500, 000 x Noes ahetihaleaed cng tpi che neal doa 
Western Reserve U niversity. = 2, 000, 000 | x Dc modmeion dee. not Pat 
Marietta College. .........-- Sl are 8 0, 000 | x lc midieunsicsinasalies Sena edh ei Asteatla tne 

| —— ——-—| ———|} ~ - _ ——_—_—_— 
a | $7,069,000 | 46,450,000 | (5)$6, 402,000 | (10)$12, 205, 000 (35 )$27 7, 843, 000 
| : 3 “ S adalat 
OKLAHOMA 
' 
Cameron State Agriculture } | | 

College 4: | 175, 000 | igitpeitnaccakstacetasbeke eden (SURE RES - 
Oklahoma Baptish Univer- | | | 

sity 2 ae ee | 598, 000 | * Stine bake mtb cae ee | x 
Oklahoma A. & M. College | 

(now Oklahoma State Uni- | 

versity) RE Ee annesskbeccdthiesh cron nc uee x 
Oklahoma C ity U nivers ity | 1,428, 000 c x 
Oklahoma Baptist Univer- | | 

Saccbdslthalensn sehen Le hibiosdah -| PRE Tadiscdanwiokaes x 
University of Oklahoma... | POs ade EGGS ceawasesccecetted x 
Phillips University 378, 000 oat x 
Southwestern State College 225, 000 | x 
Central Christian College____|........___- I arts ssc tick insecticide so ears | x 
Northeastern Oklahoma A. 

& M. College s 765, 000 x hie Jaciteitiaatens 
Northeastern State Colleg 1, 448, 000 x Sip itiep lisesi 
Bethany Nazarene College | 400, 000 Ro -- °° Ssbeeaseuscageagedh beens 
Central State College 280, 000 EZ -- - “beesdcseetccuctonediagonweneaeaies 
Eastern Oklahoma A. & M. ! | 

College 760, 000 x i a lamebbisbeatbdibesieiiae 

Total, Oklahoma 175, 000 | 10, 532, 000 (3) 1, 440, 000 (2) 2, 213, 000 (8)6, 879, 000 
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A. College housing—Continued 














——. 
Loan amount Construction status 
Institution | | —— oo 
Reserv a- | Approval | Not started | Under con- | Completed 
tion struction | 
canal anaemia bn 
. 
OREGON 
Mount Angel College__....--- $660, 000 |_-- |. ie acta cel nae ee arta a i eee 
Willamette University - _.._- 950, 000 . ‘eae 
Lewis and Clark College. __._|......-..--- | $465,000 |_- | en ae 
Ite Ean. Bod. ooeces | 223,000 |___- : ; x 
A tle al oan cetesstinieandteenanst ade chageaint 334, 000 : x 
University of Portland---.---.|.-.-..--- ‘ 440, 000 | : x 
Lewis and Clark College-----|----.------ 590, 000 | ; Xx 
Linfield College. _.....-.-.-.-|----- ea 202, 000 | x 
OED URL URTEEED « cwcncecccendecuee- ; 630, 000 x 
PEE COUN. « cewceresnnealeacosse np 75, 000 | x 
Eastern Oregon College and | 
Southern Oregon College of | | 
Education ___------ Se cad Relates : 1, 100, 000 | x 
Reed College nee bhi cians : 300, 000 x 
University of Portland ia 1, 432, 000 x 
Linfield College oad 825, 000 
Lewis and Clark College - _-- . 225, 000 . 
Total, Oregon _....--| 1,610,000 6, 841, 000 (2)$1, 050, 000 (11) $5, 791, 000 
PENNSYLVANIA 
University of Pittsburgh --- 6, 500, 000 
Susqvehanna University -..--| 990, 000 
Geneva College 665, 000 
Moravian Colleg« 530, 000 
Lebanon Valley College 498, 000 
University of Pennsylvania 600, 000 
Gannon College 
Waynesburg College_- 
Villa Maria College é 
Mount Mercy College 1,! | 
Beaver College 2% 


University of Scranton. - - 
Juniata College 
Philadelphia Museum Col- 














lege of Art 200, 000 
Chestnut Hill College-. 660, 000 
La Salle College 400, 000 
Philadelphia Textile Institut 587, 000 
Villanova College 1, 105, 000 
Dnqvesne University 845, 000 
Allegheny College 334, 000 
Juniata College 389, 000 
Elizabethtown College 582, 000 
Moore _Institwts of Art, 

Science, and Industry 04, 000 
St. Francis College 150, 000 
Beaver College 210. OO 
Dickinson Collece AR) (MK 
Temple University ; 1, 221, 000 
Lineoln University 345 (WM 
Thiel College : i . 305, O01 
Franklin & Marshall Colleg 616, 000 
La Salle College o es 500, 000 
Lebanon Valley College__-. : 330, 000 
Westminster College- -- 803, 000 
Wilson College . reas 770, 000 
Lycoming College : 404, 000 
University of Pennsylvania... , 000 
Juniata College 5, OO 
St. Francis College OOF 
The Waynesburg College 455, 000 
Gettysburg College__-. 1, 035, 000 
Gannon College ea 627, 000 


Seton Hill College__..--. os 500, 000 
Pennsylvania Military Col 

lege ae * _ 4 482, 000 
Carnegie Institute of Tech- 


nology é ee Se 600, OOK 
La Salle College. _- 7 1, 600, 000 
Lebanon Valley College. .__- 200, 000 


University of Scranton 600, 000 
Eastern Baptist College. -.- 219, 000 
Gettysburg College__.._....-- 1, 300, 00K 
Lycoming College............ : 400, 000 |. 7 | 


a ee 


“ 


«MM uM uM HMMM HHH KKM MH ee 


“ 


HM eMeM HHH 











Institution 


PENNSYLVANIA—continued 


Franklin and Marshall Col- | 

eS . i: | 
St. Joseph’s College... __._- 
Gettysburg College 
Philadelphia 

NE etn abies 
st. Joseph's College 


Textile 


Carnegie Institute of Tech- | 
nology weecennnnn} 
Mercyhurst College_.._.....-| 


Thiel College = wis 
National Agricultural College_| 
Moravian College - 
Drexel 
nology 
Chatham College ; 
The Pennsylvania State Uni- 
versity... 
Pennsy!vania 
lege 
Carnegie 
nology 
Westminster College oe 
University of Pennsylvania 
Elizabethtown College 
Temple University 
Muhlenberg College 
University of Pennsylvania 
University of Scranton 
Allegheny College 
Pennsylvania Military 
lege 
Temple University. 


M ilitary ‘Col- 


Col- | 


Total, Pennsylvania___- 
PUERTO RICO 
Inter-American University 


Puerto Rie» Juni -r College . 
Catholic University of Puerto 


Rico 4 
Polytec! n Institute of | 
Puerto Rico 
University of Puerto Rico 
Catholic University of Puerto 


Rico Services Association. 


University of Puerto Rico 


Total, Puerto Rico 
RHODE ISLAND 
Providence— Barrington Bi- 

ble College 

Universit f Rhode Island 
Do 
Do 

Rhode Island School of De- 

sign 

University of Rhode Island 

Bryant University 

Brown University 


Rhode Island Colleg 
cation 
Universit y 


e of Edu- 
of Rhode Island. 


Total, Rhode Island_-- 


53225—60—pt. 2 


Institute of Tech- " 


Institute of Tech- | 


$17 
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A. College housing—Continued 


Loan amount 





Reserva- 
tion 


Approval Not started Under con- 
struction 


gO d= Senta enidie t+ = UN Oo 
300, 000 | 
scccsicccunf SUD 


4°0, 000 | 
530, 000 | 


400,000 |. 
540, 000 
775, 000 | 
4°76, 000 
635, 000 








| 900, 000 | x 
512,000 |_-- 


8, 500, 000 | 


345,000 |....._. 
700,000 |... . . x 
ot De ta ee : J eee 
aaa ts x 

s| ° \OQ6 MODEL F...- x 

-| 2,787,000 x 

| "950. 000 

ae 500, 
oie 700, 
980, 


x 
000 - x 
000 . aes xX 
000 x 


375, 000 x 
2, 900, 000 


’ 51, 215, 000 | 


610, 000 | (4)$6, 962, 000 (10)$16, 441, 000 


800, 000 
422, 000 


, 000 
000 


OOO x 


000 | x 


1, 222, 000 2, 000 (2) 900, 000 5, 040, 000 


700, 000 
1, 123, 000 


676, 000 
1, 100, 000 


1, 500, 
1, 000 

ROS, 
1, 200, 


000 

000 x ; 

O00 ‘ F x 
UU0 x 


610, 


1, 175, 


000 x 
O00 


” 


700, 000 9, 192, 000 3) 2, 785, 000 2) 2, 008, 000 


56 


Construction status 


Completed 


x 
x 
2) 1, 182, 000 
x 
x 
x 


4)4, 399, 000 








Institution 


SOUTH CAROLINA 


Collece of Charleston 
Claflin Colleve 
Converse Colleve 
Metical 
Carn 
Allen University 
Wofford College 
The Columbia College 
Newhberrv Col'ece 
Furman University 
Converse Cr lle "e 
Preshvterian College 
Erskine Collere 
Lander Colleve 
Converse Col! 
Benedict Collece 
Furman University 


College of South 


ina 






ece 


1, South Carolina 
SOUTH DAKOTA 


Southern State Teachers Col- 
lere 

South Dakota State College 

Aucustana College 

Dakota Wesleyan University 


Southern State Teachers Col- | 


lece 2 : 
South Dakota School of 

Mines and Technology 
Black Hills Teachers Collece 


South Takota State Colleve 
of Agriculture and Me- 
chanical Arts 


University of Sonth Dakota __| 


Northern State Teachers Col- 
lege siete so 
South Dakota State College 


of Agriculture and Me- 
chanic Arts ; <a 
General Beadle State Teach- 


ers College _ _...... 
Augustana College 
Northern State 
College aii 
State University of 
Dakota 
Sioux Falls College ; 
Northern State Teachers Col- 
lege ‘ 
Huron College 


Teachers 


South 


Total, South Dakota. . .| 


TENNESSEE 


Tennessee Polytechnic Insti- 
tute ua: 
Union University . 
Vanderbilt University _...__. 
George Peabody College for 

Teach*rs  ... chi 
Memphis State College 
The Vanderbilt University 
Tennessee Agricultural and 
Industrial State University. 
University of Tennessee 
The Tennessee Wesleyan 
College. --_- ; 
Carson Newman College 
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A. College housing—Continued 


Loan amount 


| 
Reserva- 
tion | 


$240, 000 
325. 000 
225, 000 


790, 000 


500, 000 
3, 124, 000 





3, 624, 000 | 


350, 000 | 
300, 000 | 
3, 000, 000 


650, 000 


Fast Tennessee State College_|_ 
Tennessee Polytechnic Insti- | 


ene — 
Christian Brothers College 
The Fisk University 
G -orge Peal ody College 
Teachers 


for | 


Ap] 


roval 


000, 000 
121, 000 
4&7. 000 
539, 000 
375, 000 
2. 680, 000 
492, 000 
232, 000 
600, 000 
175, 000 
740, 000 
235, 000 
, 300, 000 
10 


, 076, 000 


675, 000 
250, 000 


206, 000 


440, 000 | 


249, 000 
348, 000 
1, 050, 000 


256, 000 


, 050, 000 


175, 000 | 


500, 000 
250, 000 


745, 000 
150, 000 


220, 000 
300, 000 


7, 924, 000 


395, 000 
2, 000, 000 


450, 000 
175, 000 


299, 000 
269, 000 
150, 000 


», 000 
5, 000 





1, 000, 000 


1, 200, 004 


Construction status 


(1)$300, 000 


Under « 
struction 


on- 


(3) $3,2 


100 


275, 000 


] 
(od) 1 


Completed 


x 
x 
sf 
xX 
x 
x 
\ 


$6, 801, 


(10 


(12)6, 349, 000 





Institution 


TENNESSEE—continued | 
Maryville College 
Knoxville C ollege 
Middle Tennessee State (¢ ‘ol- 
lege 


tu daa ieaka vane teun hele 
L cunaak College 
Siena College-___-- 
Carson Newman C ollege 
University of Tennessee 
Bethel College 
Middle Tennessee Sts ate Col- 
lege aan 
East Tennessee “State College 
The University of Tennessee 
Southwestern at Memphis 
Total, Tennessee - -_ 


TEXAS 


WN CO w . oncccacsacecn 
Abilene Christian College : 
Texas Technological College_- 
North Texas State College... 
Sul Ross State College__- 
St. Mary’s University 
Baylor University -.........- 
Howard Payne College 
Baylor University 
Trinity University 
Hardin-Simmons Unive rsity- 
Lamar State College of Tech- 
nology 
Do 


U niversity of Texas i > 


Abilene Christian College 

MeMurry College 

8am Houston State 
College 

Baylor University. 





Teachers 


sity 
Lamar State College of Tech- 
nology... : 
North Texas State 
Baylor University 
West Texas State College. 
Texas Weslevan College 


‘College. _| 


Texas Christian University Ce 


Austin College 


Texas Technological Colle ge. ca 


Texas Western College ----| 

Texaskana College 

Lamar State College of Tech- 
nology 

University of C orpus C hristi_ 

Saint Edwards University | 


Texas Technological College__|__ 


Texas Woman's University___| 

Sam Houston State Teachers 
College seaet 

University of St. Thomas 

Wharton County Junior Col- | 
lege anak Shutters 

Tyler Junior College 

Tarleton State College 

Our Lady of the Lake College_| 

Southwest Texas State Teach- 
ers College__- 

Agricultural and Mechanical 
College of Texas 

Incarnate Word College... 

San Angelo College 

Lamar State College of Tech- 
nology... 


} 
| 
| 
} 
| 
| 
| 


| 

ad 
Te _ ssee Polytec hnic Insti- | 

| 

| 


ey --| 2,000, 000 
leon | "600,000 | 


| 

Jon 
Southern Methodist Univer- | 

' 
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A. College housing- 


Loan amount | 


Reserva- 


ail 
| 


Approv 


$450, 000 
652, 000 


250, 000 


eae ee | 

| 150, 000 
569, 000 
220, 000 


' 
‘ 
_ 


bended c , 800, 000 
dip aietne nitinol 385, 000 


225, 000 
479, 000 


| $4, 300, 000 | 14, 898, 000 





SP Veccadnane es 
9.300000 -4..000. 2! 
06.0081. 5 
2, 126, 000 |............ 
200, 000 |... inden 
ei TR ESS ee 398, 000 
cece asieraiteaniaieel 1, 250, 000 
aaa concen] 899,000 
669, 000 
eee ee = 658, 000 |___ 
Pao __-| 1,312,000 | 
glieidlihaeacmmel 400, 000 
ees 750, 000 | 
 eorkttede ee 425, 000 | 
= 4, 071, 000 
ake 1, 716, 000 | ca 
546, 000 |__- 
<3 " 2, 330, 000 | 


320, 000 


, 900, 000 


‘ ' 

' ‘ ' 

' ‘ ' 
~ 


‘ ae 311, 000 
= : 800, 000 
, 805, 000 
, 600, 000 
, 250, 000 
800, 000 
, 000, 000 
, 610, 000 
580, 000 
475, 000 


so et et et et et 





450, 000 | 
270, 000 
os 250, 000 | 
side eahiowal Green 
450, 000 


 ecackees | 1, 505, 000 
eacmeutnks 302, 000 

| 65, 000 | 

| 200, 000 | 
515, 000 | 
400, 000 


939, 000 | 


2, 160, 000 | 
600, 000 
1, 165, 000 


} 
120, 000 | 


:E 


200,000 |_ 


—Continued 


Construction status 


| 
Not started Under con- 
| 


struction 
| 
sic a | a e 
Be Ss 3 | x 
eis dibdd bails x 
K | 
x ‘ 7 
x 


~ (3)$3, 079,000 | (3)$2, 410, 000 


Completed 


he 


Mo Oe 


ht be 


ot 


ba bd bt bet be et Dt et Dt 


Le MMM HM 


MMM eM 


o 
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A. College housing—Continued 





j — 
| Loan amount | Construction status 
Institution 
Reserva- | Approval Not started | Under con- Completed 
tion | struction 
TEx as—continued 
} 
Texas College of Arts and In- 
dustries $448, 000 x 
Texas Christian University 1, 790, 000 : 
The UWniversity of Texas, 
Main 1, 220, 000 x 
St. Mary’s University of San | 
Antonio 785, 000 x 
Texas College 150, 000 . x 
Texas College of Arts and In- 
dustries 1, 200, 000 s x 
Pan American College 274, 000 x 
Southern Methodist Univer- | 
sity 2, 825, 000 x 
Howard County Junior Col- 
lege 580, 000 | iat x 
Sacred Heart Dominican Col 
lege 743, 000 D 7 X 
Trinity University | 850, 000 
Sam Honston State Teachers 
College 1, 312, 000 . x 
University of Dallas 546, 000 X 
Lamar State College of Tech- 
nology 820, 000 X 
East Texas State College 1, 500, 000 x 
Stephen F. Austin State Col 
lege : 650, 000 x 
South. Plains College 420, 000 x 
Blinn College 78, OOK x 
Del Mar College 300, 000 x 
West Texas State College 1, 369, 000 > X 
St. Edwards University 400, 000 x od 
Sam Houston State Teachers 
College 1, 401, 000 x 
Baylor University. 1. 725. 000 \ 
Total, Texas_._- 7 $6, 186,000 | 66, 378, 000 (3)$1, 002,000 | (14)$14, 893,000 | (47)$50, 483, 000 
UTAH 
College of Southern Utah. BE Be cbakddesins heeccibwidnnnnasidiedecwls<ibgsids idee bein 
Utah State University of 
Agrieniture : | 690, 000 . / 
University of Utal , OO ; u alll x 
Southern College of Utah 000 ce 
Carbon College... 134, 000 : x 
Snow College 189, OOF x 
Dixie College 350, 000 x Z 
Utah State t 
Agriculture_._ 1, 700, 000 . 
University of Utah 3, 160, 000 
Westminster Colleg 500, 000 X 
College of Southern Utal 300, 000 x 
Veber College 675. 000 
University of Utah 2, 285, 000 
Total, Utah 175, 000 0, 479, 000 (4)3, 610, 000 2)3. 660. 000 3. 200, 000 
VERMONT 
Norwich University_- ; : 500, 000 oe . annonmee 
St. Michael’s College 700, 000 I a nei latins Nien deadlines atamdnaiadiane - 
Norwich University ite! aera 340, 001 ‘ x 
Do a 468, 000 x 
Vermont Junior College 730,000 |. x 
Middlebury College 525, 000 ‘ y x 
Trinity College 550, 000 x 
Norwich University 410, 000 x 
Middlebury College 390, 000 |_...-- E x 
St. Michael’s College 685, 000 x —_ 
Middlebury College 680, 000 ee iM a 
St. Michael’s College__- . 686, 000 ee eR aa 
University of Vermont ws 2, 455, 000 ie, >” Aiea tlt le ES ee in 
Total, Vermont... ...- 1, 200, 000 7, 919, 000 (1)2, 455, 00 3)2, 051, 000 7)3, 413. 000 


pi 


He 








—_a 


Institution 


VIRGINIA 


Shenandoah College..-.....-- | 
Hampton Institute | 
Do-_. - - 
Medical College of Virginia_. 
Emory & Henry College 
Do..- ‘ smi 
Clinch Valley College (Uni- 
versity of Virginia) -........ 
Roanoke College innivinaiiied 


Bridgewater College 3 


Virginia Union University--- 
Mary Baldwin College---_.-- 
Ferrum Junior College... ..-. 


Total, Virginia 
WASHINGTON 


Western Washington College 
of Education 
Central Was! 
of Education 
Do 
University of Washington 
College of Puget Sound 
Seatt.e University 
Whitworth College 
Gonzaga University 
fic Colle 


ngton College 


Seattle Pac e 


Pacific Lutheran College 
Seattle University 

Pacific Lutheran College 
The University of W hing 


College of Puget Sound 
St. Martin’s College 

Seattle Pacific College 
of Washir 


State College gton 


Whitworth College 

Gonzaga University 

Whitworth College 

Western Washington College 
f Edu 





ge 
h on ¢ ege 
of Washin 
Washington State Univ 
t \W n 
I INIA 
\ ‘ iW Co) 
lege 
Marshall ¢ ( 
Genviule S ( ere 
meord ( 
West V1 Institute of 
lechne 


West Virginia Stat lleg 
Alderson-Broaddus College 
Salem College 

Davis and Elkins College 
forris Harvey Colleg 


Bethany Colles 


ge 
otomac State College 
Concord College 


West Virginia 





Alderso ( | College 
Wheeling ‘ 





rairmont State Colle 


West Liberty State 
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Loan amount | 


Reser va- 
tion 


713, 000 | 


1, 950, 000 | 


300, 000 


500, 000 | 


750, 000 


700, OOO 
0, OOO 
$15, 000 
1, 400, 000 


300, OOK 
475. 000 
350, 000 
566, 000 


Approval 


$775, 000 
565, 000 
1, 113, 000 
525, 000 
200, 000 





150, 000 
387, 000 
450, 000 
400, 000 
650, 000 
612, 000 


5, 827, 000 


1. 500, 000 
300, 000 
1, 298, 000 
385, 000 
872, 000 


400, 000 | 


1, 000, 000 
1, 190, 000 


100, OOO 


2, 410, 000 
600, 000 
450. 000 
670, 000 

1, 893, 000 
2063, OOO 

745, 000 


584, 000 


475, 000 
672. 000 
500, OOO 
50, OOO 


», VOU 


050, OO 
6, 550, 000 


300, 000 
300, OOO 
318, 000 
364, 000 
, 000 








536, 000 
443, 000 
770, 000 
675, 000 
820, 000 


Construction status 


Not started 


Under con- 


struction 


996. OOF 





Completed 





)|  (8)$4, 165, 000 


MMe MMM 


» 
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| Loan amount Construction status 
| 
Institution ~ 
Reserva- | Approval | Notstarted | Under con- Completed 
| tion struction 
a — en ees - - — ——— a 
WEST VIRGINIA—continued | | 
| | 
West Virginia Wesleyan Col- | 
lege E | $703,000 | | x 
West Liberty State College_- ‘ 184, 000 | | x 
West Virginia University -_.__| | 1,137,000 | | | x 
Davis and Elkins College. 380, 000 | x 
Fairmont State College_.._-_- Ll subeeSoeees SY ) See Soe | x 
Morris Harvey College. _____- Cc ecacegitl. (aD Deccncccda aa x 
Wheeling College...........-- | cateeSeseeeal eee stinbbas nmeal x 
SOU CIOs os Sonn a scclcweccccuses } a er x «Pie ae 
Shepherd College___........-. b Sec aeheel 645, 000 | x sh cuciphiinbandnwbhaiiceweseeidchanie 
Concord College_........-.-- |------------| 1,648,000 x  cdceeuwlonbeccavele sale dsteledit 
mea | ice onantionnneretilianania saded 
Total, West Virginia.-_| $5, 406,000 | 10,994,000 | (2)$2, 293, 000 | (1) $275,000 | (17) $8, 426, 000 
| — -— - —_—___-- —-; — ——— EEE ————— — — ———— 
WISCONSIN | 
St. Norbert College._......__- ded aS cciicndcbieninnes Silesian s etiilecannaeets 
Lawrence College _-.........-. Re ee hacen anesaea | ssieiaihiaciacsteaema ate 
Marquette University........|........---- ON a RS ee | x 
St. Norbert OCollege...........}..........- SRD Bist cccdenkseusdnbincbonbhinepighinn | x 
I cece SID ccs tnechpsiatadeias egies tceactpcaalteet eandhetcig ais x 
a no eae ET cdictcichauceimnecaneseakenkwei | x 
Marquette University........|......-.-.-- Ro oan el rel oe oobenebneen | x 
University of Wisconsin_.....|_......-.--.- DE cn, cc chbbbtibeidocdeebeioeadiuona x 
aS TS a ons on SD Bee. cesuneslaceseceetine x 
Wisconsin State Colleges (9)..|...-.......-- | AED Noncdewebenacunes Linc eeneabanGereh x 
I a or SEE oc icernntcakanie Peers x 
I oe 5 i oe et ae hb t&biebieawcumeiies x 
University of Wisconsin-_-_-_-.|........---- | NT cenaucsacacedlkbsckawssnes x 
Wisconsin State Colleges (9)-_.)_....-- SS. ll (ll, CO ae x 
University of Wisconsin ---~-_-- Ee ae Saimin ata anangetacteicle | x 
a ae re a Sc nnmntecthcéaebeok a x 
En canal ncbemnsainn EE hi cncprohaoweseel x one 
Wisconsin State Colleges (5)..)......------ =e ES  ubsecsspescesuiiing 
| EE ee: 192, 000 | x eee " 
—_— el es | — - } —EE 
Total, Wisconsin.-...... 1, 200, 000 | 30, 255, 000 (1) 192, 000 | (2)3, 600,000 | (14) 26, 463, 000 
eee akeie oa seein ancLaaeneaie eae eae 


Total, colleges.......... 









































161, 576, 000 |975, 322, 000 | (100) 98, 762, 000 | (176) 236, 375, 000 | (712) 641, 185, 000 
| 
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B. Nurses’ and interns’ housing 























a eee 
! 
| Loan amount Construction status 
Institution yi [he ie ie ee ee ee Te ie 
Reserva- | Approval Not started | Under con- Completed 
tion | struction 
' } ' 
——_-— — ae | — -_ eT os a meen: ee Bi eee SS 
ARKANSAS | | 
| | 
st. Vincent Infirmary. .--.-...-- pee ma. 2 x Sere : 
Total, Arkansas_.-___- | 500,000 |_..-__. eal (1) $500, 000 | se 
i= i= = = - | ~ 
CALIFORNIA 
Memorial Hospital of Long | | 
Beach. .-.-- Peexee ease ics stoe --| 234,000 x roa. sila hah harold 
} ninenaiiaitindait ineminenditinn anaelpungumaamben shatitalenied 8 hentia 
; ; | | 
Total, California... _. A 234, 000 | (1) $234, 000 Seis eo 
| = — = | — = = = } — 
DELAWARE | | | 
| 
Beebe Hospital...........-.--| $250, 000 Ria ee eee ass =e Poiesnebanumitenaneesvanin eo} eqece aa 
Total, Delaware._..--.-} 250, 000 _ anbeee. ‘ : s 
FLORIDA 
j 
| 
‘ 
Orange Memorial Hospital_-_|-...--..--- | , cei : a x 
Total, Florida_......-. é taal BE: lebntnnnsa aver ‘ aeemhnnatl (1) $200, 000 
} =| == eS = _ | ———— ———. 
GEORGIA | | | 
Memorial Hospital of Chat- | 
ham County. -- icevnbesoeegena 4 PUNE ectensinaie dibnsiiee ieesukenanne | x 
Piedmont Hospital. 7 . ‘ 620, 000 x a Sa a hal 
Total, Georgia......._. 2 795, 000 | (1) 620, 000  ascoosoeeeel (1) 175, 000 
i —| = — = = —————_——= —— = 
ILLINOIS | | | | 
. | | | 
: Lutheran Hospital : oa 500, 000 |...---.. : icicteleiitatea ei ieee 
. Presbyterian-St. Luke’s Hos- | | 
- pital__.. Ee ee ee SS 
0 Michael Reese Hospital. .....|..-......---] 390, 000 |_....-- ete x earnest 
"| Deaconess Hospital... ‘adie a 387, 000 5 Sea | x | ok as 
: Total, Illinois... ....... | 1,500,000 177008 |. ..-<- (2)777, 000 | 
KANSAS | 
Wesley Hospital and Nurse | 
Training School. .__.__.____} $00, 008 bi scasnniocen Bie Sscgeoee . 2 
Mercy Hospital... - oe earns Ee BB GED Neencawetene 
Wesley Hospital and Nurse | | 
Training School. .......... ee ; 294, 000 x os 
Total, Kamsas.......... 500, 000 | 544, 000 (1) 294, 000 | 
MARYLAND | 
Church Home and Hospital__}_...__- aol 500, 000 |....- ae | x Re etalinea acaeianile 
Total, Maryland. ...... wsutayoaseh- —- WIROMIMELL aks (39900. 000 [2 Fo 20 
MASSACHUSETTS 
Sturdy Memorial Hospital_- 300, 000 }........-- ee a a Cheat Uae Seance 
Total, Massachusetts... | 300, 000 | 
MICHIGAN 
} } 
Hurley Hospital —— scembecunkd 208, 000 | x i wddalee . 
Butterworth Hospital. _._____| roe 315, 000 |_...-. eee cae x 


Total, Michigan__..-- 523, 000 (1)208. 000 | (1)315, 900 








B. Nurses’ and interns’ housing 


Loan 


Institution 
Reser va- 
tion 


MINNESOTA 


Abbott Hospital.._- 
Total, Minnesota... 
MONTANA 
Montana Deaconess Hospital $500, 000 
Total, Montana 500, 000 
MISSOURI 


St. Luke’s Episcopal Presby- 
terian Hospital 
Trinity Lutheran Hospital 


} } 


Scnooil 


Total, Missouri 


NEBRASKA 


The™ Nebraska Methodist 


H«¢ Spital 


Long Island College Hospital 625, 00F 
St. Mary’s Hospital Sct lof 

Nursing 

The Beth Israel H tal 
sociatior . 

Beth Fl Hospit 
Benedictine H 

of Nu sing 

Memorial Hospit fA 
Mercy Hospital Sc! 


» 
Vursit 


aieony Wiasaiial 
Misericordia Hos 


Total, New York. §25, OO 


Jewish Hospital of Cincinnati 500,000 
Doctor’s Hospita 


I l a 


White Cross Hospital 
Providence Hospita 


Total. Ohio.. dt 500, 000 


OREGON 
Emanuel Hospital 


etal Ceewen 
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Approval 


$310, 000 


310, 000 


25, 000 


) OO 


OOF 


OO 


» O00 


Onn 


Ou) 


, 000 


ADO, OO 


Not started 


Continued 


Constructior 


Under con- 


structi 





Status 


Completed 


$1. 125. 000 


( 1) 115. 000 


1) 500, 000 
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B. Nurses’ and interns’ housing—Continued 


Loan amount Construction status 
| 
Institution | cee 
Reserva- | Approval | Not started Under con- Completed 
tion struction 
| | j 
PENNSYLVANIA | 
| 
Harrisburg Hospital : ‘ $750, 000 |__- se iar a ’ x 
Pennsylvania Hospital 2 775, 000 |..-- a Z.. « «de See 
George F. Geisinger Memo- 
rial Hospital | 165, 000 x 
Jefferson Hospital 663, 000 : x 
The Williamsport Hospital_. | _- 500, 000 | x 
Total, Pennsylvania____| 2, 853, 000 (3)$1, 440, 000 ( 2)$1, 413, 000 
SOUTH DAKOTA | 
| 
Sioux Hospital Association - - 480, 000 : x 
Total, South Dakota__-| 480, 000 | (1) 480, 000 
TEXAS 
Hendrick Memorial Hospital 3.56, 000 x 
Total, Texas 336, 000 |_. (1)356, 000 
VIRGINIA | 
The Memorial Hospital......| $500,000 |_____- paid ite token iki Ieik- bored bade deen dhekiel tas Sibid 
Petersburg General Hospit al. a a a ee ¥ x 
The Rockingham Memorial | 
Hospital_- wniksesliedaccaciacdt’ ERO x Bh UEC APU bed 
Total, Virginia. ....... 500, 000 | 561,000 | (1)$386, 000 a : (1) 175, 000 
WISCONSIN 
Methodist Hospital ae : BED Bi renennnian - Si decctiniaalaametaaditeidiel 
St. Mary’s Hospital. 250, 000 x : be 
Total, Wisconsin. -_-_..- 350, 000 250, 000 |___- a asi (1) 250, 000 
1: |, eee 5, 025, 000 | 17, 221, 000 | (8)3, 232, 000 22)9, 930, 000 (11) 4, 059, 000 
Rapeine. GOGRL.. ..nodanenen 166, 601, 000 |992, 543, 000 | (108) 101,994,000 | (198) 245, 305, 000 | (723)645, 244, 000 





Mr. Tuomas. Gentlemen, we shall now recess and return at 1 o’clock, 


AFTERNOON SESSION 
Community Dispostrion ACTIVITIES 


Mr. Tuomas. Will the committee please come to order 

We have already disposed of “Community activities,” have we not? 

I do not think this organizational chart here adds anything. 

Mr. Franrz. I do not believe the “K” section material is in the rec- 
ord, Mr. Chairman. 

Mr. Tuomas. Mr. Reporter, this is “Community disposition activ- 


ities.” Put pages K-1 through K-5 in the record, and the salary costs 
and other objects on K-6. 


(The pages referred to follow :) 
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CoMMUNITY Disposition ACTIVITIES 
Program highlights 


[Dollars in thousands] 


Actual, 1959 Estimate, Estimate, 
1960 1961 

Inventory, start of year: 

Number of parcels. ............-. siaitidnatsatetie = aes 4, 351 1,477 329 

I nd nee $34, 108 $15, 440 $3, 263 
Disposition: | 

0 Ee eee 2, 874 | 1, 088 | 389 

Appraised value__-_--- Ne oe $18, 668 $12,177 | $3, 263 
Inventory, end of year: 

DOT 60 DOCOO cccnccacscecenscsuse : ‘ 1, 477 389 

Appraised value. ..............-- ities eee edakadl oes $15, 440 $3, 263 2 
Improvement loans 

Number... ; Sa ea ie ote . 187 8 . 

Amount... .- 7 $413 $17 
Purchase-money mortgages on hand, end of year 

Number. - nappa inmauiee oe : me 1,111 1, 003 599 

Amount ai : + ele im ‘ all $5, 107 $5, 09S $3, 074 
Repayment of investment to Treasury.........----. : $20, 000 $12, 000 $7, 000 


INTRODUCTION 


The Atomic Energy Community Act of 1955 (Public Law 84-221) provides 
for the disposition of the Government-owned properties at Oak Ridge, Tenn., 
and Richland, Wash. The sales and financing functions under the act were trans- 
ferred te the Housing and Home Finance Administrator by Executive Order 
10657, dated February 14, 1956. To be sold were some 11,800 parcels with a 
total appraised value of $80.3 million. The sales program started at Oak Ridge in 
September 1956 and at Richland in June 1957. By the end of fiscal year 1959, 
10,411 parcels having an appraised value of $67.2 million or 87 percent of the 
disposal inventory had been sold. 

The disposition program for the current and budget years assumes that all 
properties will have been sold or otherwise disposed of before June 30, 1961. 
Liquidating dividends amounting to some $61 million will have been paid to the 
Treasury and future operations will be restricted to cleanup activities and the 
servicing of the mortgage portfolio. 

The current fair market value of the Government’s interest in the properties 
earmarked by the AEC for disposition was established by appraisals by the 
Federal Housing Administration. As prescribed by the statute, sales are for 
cash. However, when financing is not available on reasonable terms from 
other sources, the Administrator may take back purchase money mortgages. 
Also authorized are advances for financing property repair and improvements on 
residential property—which sums are included in the mortgage. Statutory 
allowances to priority purchasers of single-family and duplex houses consist 
of discounts of 15 percent and an additional 10 percent if he waives the 
right to be indemnified later by the Government should he suffer a loss on the 
resale of the property. To date only one purchaser has elected not to waive this 
statutory privilege. 

Purchasers are also entitled to credit for the value of improvements made 
to the property at their expense. The following schedule is an analysis of 
completed sales through June 30, 1959. 
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[Dollars in thousands] 














— | 
Total | Oak Ridge Richland 
proce — — — ee 
| Num- | Amount | Num- | Amount Num- | Amount 
ber | | ber | ber | 
a sicis taeaaneseb naps prebiataabeaktaetaiciepanpinpactdeea picid elim gta cnt is cal le ia 
: | | s > OF 2 | e 2 
Appraised value of properties sold - -........---- | 10,411 | $67,203 | 5,605 | $26,950 | 4,806 | $40, 253 
| : — = ————- | =e 
Less, Statutory allowances: 
PPSEESEW CNP 6 oi. coc cand eionewese Lbeceeeel a 3, 359 a 5, 635 
Indemnity (10 percent)...............-- ee 5, 004 |.....- 9 FS Vsccccas 3, 755 
Tenant improvements_..____- . | 1, 856 a 536 |_- 1, 320 
RR ea accnsincetcnatiok Saebtiae ants 16, 844 | | 6,134 | - 10, 710 
Net value of properties sold..................... | 50,359 |...-- | 20,816 |._._. 29, 543 
Improvement loans made_....._........- nae 516 1, 451 143 | 623 | 373 828 
NN i sca ieee area See Sa |... eee Cs 30, 371 
— ' =— = — = j= — —SSS=s 
Represented by: | | 
Cash in epnininn beienmbeettestubeebdamepobei 4,957 | 23,882 | | 11, 990 | 1, 678 11, 892 
Purchase money mortgages_.........._.- _| 5,27 927, 266 | & 794 3, 127 18, 472 
3-year purchase contracts. ...............---. | 176 | 662 | 655 1 7 
| pene] — scaled icant inca 
Total. ...... Sr eee ees | 10,411 | 51, 810 | 5,605 | 21, 439 | 4, 806 30, 371 
| 








BUDGET PROGRAM 


The remaining inventory is scheduled for disposal before the close of the budget 
year. The following schedule shows the estimated disposition program for fiscal 
years 1960 and 1961: 

{Dollars in thousands] 


| 7) nt ‘ 
| Residential 


| 
} 
a] Nonresi-\ Grand 
| dential total 


Multi- | Vacant All other | Total 


family lots 
} 
Inventory, June 30, 1959 
Number so tales AE ae we 129 587 381 1, 09 378 | 1, 475 
Sr ON rite a $4, S56 $482 $1, 673 >7, 01] $8, 306 | $15, 317 
Estimated sales, fiscal year 1960: | | 
Number. A a ee oes | 129 387 281 797 | 291 | 1, 088 
Appraised value... Sak RE a ee eee $4, 856 $315 | $1, 634 $6, 805 $5, 372 | $12, 177 
Fiscal year 1961 | | | | 
Nurtmber Va udm kecianss deine | washss 200 | 100 300 87 387 
Appraised value...............- pete ag $167 | $39 $20¢ | $2, 934 $3, 140 
| 








The budget assumes that net proceeds in 1961 will consist of $2.3 million in 
cash and $800,000 in purchase-money mortgages. The remaining two parcels 
valued at $123,000 will be removed from the inventory by AEC and transferred 
to the FHA. 

MORTGAGE FINANCING AND SALES 


Mortgage financing on sales of residential property bears interest at going 
FHA rates whether the loan is FHA insured or a conventional loan in the case 
of uninsurable properties. Mortgages taken in the sale of commercial prop- 
erties carry an interest rate of 6 percent for a maximum term of 10 years. The 
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following table shows the number and amount of mortgages acquired by HHF4A, 
mortgage sales, and portfolio balances for 1960 and 1961: 


{Dollars in thousands] 


1960 estimate 1961 estimate 
Number | Amount Number {mount 
On hand, start of year___. 1,111 $5, 107 1,003 $5, 903 
Acquired_.- 232 4, 316 25 75] 
Repayments. -- a oc 40) 930 465 
Sales . : . 300 2, 500 $20 3, 235 
On hand, end of year_. . ha 1, 003 5, 993 549 3, O74 


Through the end of the fiscal year 1959, a total of 4,212 FHA-insured mortgages 
have been sold to private investors after competitive bidding. These sales 
brought a return of $21.2 million for mortgages, with principal balances aggre- 
gating $20.9 million. Vacant residential land or lots and four-family apartment 
buildings at Oak Ridge and Richland have also been sold by competitive sealed 
bidding, returning to the Government almost $475,000 in excess of the appraised 
values. 

It is estimated that an additional 429 mortgages with balances totaling $3.2 
million may be sold during fiscal 1961 at par—leaving the Agency with a port- 
folio of some 600 mortgages valued at $3.1 million on June 30, 1961. The 
portfolio is assumed to include the 520 conventional residential mortgages at 
Oak Ridge and 79 commercial mortgages at the two communities. 


REPAYMENT OF INVESTMENT TO TREASURY 


The statute governing the community disposal operations fund provides for 
the payment of all necessary costs and expenses out of proceeds of sale and 
income, and that excess funds are to be paid to the Treasury as liquidating 
dividends. The budget program estimates the payment of $12 million in 1960 
and $7 million in 1961, making a cumulative total of $61 million repaid to the 
Treasury. 

ADMINISTRATIVE EXPENSES 


Community disposition activities are conducted as an operating function within 
the Office of the Administrator. Disposal operations are managed by a staff 
stationed at each of the two communities, supervised by a small Washington 
staff. Specialized staff assistance and general administrative services are pro- 
vided by other divisions of the Office of the Administrator. 

It is estimated that early in the budget year the two field offices will be 
abolished and the cleanup work contralized in Washington. 

The budget estimate of administrative expenses for fiscal 1961 is $110,000, 
a reduction of $215,000 from the $325,000 estimate of total obligations for the 
eurrent year. Coincident with this reduction in expenses, yearend employment is 
expected to decline from 21 to 10. 

The table on the following page presents the detail of administrative expense 
obligations and employment for the 3 years covered by the budget. 
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Comparison of administrative expenses 


! 
Field locations 














Tune 30 employment Head- a a Total 
quarters | departmental 
staff Oak Ridge Richland | 
—_—— oa - se = _ —-s —_— -_ a: —_— 
SNE SES: oo oi ebaadesceewoees aa u 24 17 16 | 57 
ee iiceeereian cesheanneens 17 | 2 2 | 21 
NG. | cag daesGudphsubneeeuehspiabibsnvibabedth | 10 |. A = ees 10 
Increase or decrease (—) in 1961__.._....-- —7 | 2 —2 | -11 
Obligations | 1959 actual | 1960 estimate | 1961 estimate 
Personal services... -- - hab dine A hbtaecetiiclalbiiad en alidiswis banecatibee $451, 495 $245, 000 | $83, 000 
Other objects of expense: | | 
Travel sil torss ei iaiacin tea tele dnin tedden a enateal | 9, 137 5,000 | 2, 200 
Transportation of things ao 268 | : | : : 
Communication services A ik _— -| 15, 282 10, 000 2, 500 
Rents and utilities ; 18, 840 7, 700 | 2, 500 
Printing and reproduction -- -- se 5, 667 | 2,000 | 1,000 
Other contractual services _—......-- Sa Sal 66, 489 | 39, 900 | 12, 900 
Supplies and materials tink ional 5, 260 1,000 | 1,000 
Equipment-_-.-- : siicadedarieks . Bp oe Sc ccc cinta babewelete 
Retirement contributions oe 26, 868 | 14, 100 4, 800 
Refunds, awards, and indemnities_...............-....- oe OU lids cceteetee Pa lence : 
Sy See RON adie ancdncooudednsbbecutidnsebs 454 300 100 
_— i ee 
I I ec eueneneies ee 152, 873 | 80, 000 7, 000 
= | = = 
aR INN ite etiiciiscciinbbhenbitn 604, 368 | 325, 000 110, 000 
| | 





PROGRESS IN LIQUIDATION 


Mr. Tuomas. For 1959 you had 24 at staff headquarters; in 1960, 
17. You wind up this program when? June 30 next year or June 30 
this year ¢ 

Mr. Mason. June 30 next year, Mr. Chairman. 

Mr. Tuomas. This is “Community disposition”—Oak Ridge, Tenn., 
and Richland, Wash. 

The Atomic Energy Commission Act provides for the disposition 
of the two Government-owned towns, Oak Ridge and Richland. The 
sales and financing functions were transferred to the Housing and 
Home Finance Administration. 

By the end of fiscal year 1959, 10,411 parcels having an appraised value of 
$67.2 million, or 87 percent, of the disposal inventory had been sold. 

The disposition program for the current and budget years assumes that all 
properties will have been sold or otherwise disposed of by June 30, 1961. Liq- 
uidating dividends amounting to some $61 million will have been paid to the 
Treasury and future operations will be restricted to cleanup activities and the 
servicing of the mortgage portfolio. 


ACQUISITION COST 


What was the acquisition cost—$80.3 million ? 

Mr. Frantz. That was the appraised value. 

Mr. THomas. What was the acquisition cost ? 

Mr. Frantz. $103 million, according to AEC, 

Mr. Tuomas. $103 million. The appraised value was $80 million. 
Is it not go that whenever the Government buys anything and 
then sells it, it is always worth less when it is sold than when it is 
bought / The average piece of real estate in this country is worth 
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more today than it was 10 or 15 years ago, I don’t care where it is, 
if the man who bought it had one eye open. Yet that does not apply 
to the Government. 

( Off the record.) 

Mr. Tuomas. I have been to both places a good many times and 
looked over the properties. Some of the properties were just as nice 
as you could find anywhere. If my memory serves me correctly, 
even back 8 or ) years ago we paid $17,000 or $18,000 or $19,000 for 
some of those three- and four-bedroom houses, and they were just as 
well constructed as anybody’s house. I cannot understand why we 
always come up with an appraised value. Of course, you have there 
more or less a captive market, but the surrounding communities of 
each of those two towns have grown immeasurably. But that is the 
way it is. It follows the old pattern: Never make a profit on Govern- 
ment real estate. 

ADMINISTRATIVE EXPENSES 


What is your administrative cost for this year / 

Mr. Franvrz. For 1960 or 1961 ¢ 

Mr. Tuomas. 1960. 

Mr. Frantz. $325,000 is the estimate for 1960, but I think we will 
run over that a little bit. 

Mr. THomas (reading) : 

It is estimated that an additional 429 mortgages with balances totaling $3.2 
million may be sold during fiscal 1961 at par—leaving the Agency with a port- 
folio of 600 mortgages value at $3.1 million on June 30, 1961. The portfolio is 
assumed to include the 520 conventional residential mortgages at Oak Ridge and 
79 commercial properties at the two communities. 


NUMBER OF PROPERTIES 


What was the total number of properties at the beginning of the 
sale? 

Mr. Frantz. 11,000. 

Mr. Tuomas. It was 11,800 different parcels. How were they bro- 
ken down between the two towns? 

Your administrative expense, your personal service item for 1961, 
is $83,000 against $245,000 for 1 960, and your other objects are $27,000 
for 1961 against $80,000 for 1960, bringing your total costs for 1961 
up to $110,000 against $325,000 for 1960. Is that correct / 

Mr. Franrz. That is correct, sir. 

Of the properties sold, Mr. Chairman, 5,800 were in Oak Ridge and 
5,100 in Richland. 

Mr. Tuomas. Oak Ridge, as well as I remember, is a little the larger. 

Mr. Frantz. That is correct. 

Mr. Jonas. May I ask one question ? 

Mr. Tuomas. Surely. 

Some of those houses were nice and some of the store buildings were 
very nice. 

STATUTORY ALLOWANCES 


Mr. Jonas. Do I understand correctly that you give a purchaser a 
25-percent discount if he waives his right to be indemnified should he 
have a loss upon resale? 

Mr. Mason. Correct. 
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Mr. Tuomas. The purchaser has to be the man living in the house or 
working there, as well as I remember. 

Mr. Frantz. I think it goes the other way, Mr. Jonas. He gets 
10 percent 

Mr. Jonas. He gets 15 percent and an additional 10 percent if he 
waives his right to be indemnified if he takes a loss when he resells it. 

Mr. Franz. That is correct. 

Mr. Jonas. That means if he retains that right, he buys it at 25- 
percent discount off the appraised price. 

Mr. Mason. That is correct. 

Mr. Tuomas. And the appraised price is another 20 percent off. 
Of course, the cost of construction at each one of those places has 
gone up at least 15 or 20 percent since these houses were built. 

Mr. Mason. It was high when they were built because of the times. 

Mr. Jonas. He cannot lose if he just takes 15 percent. 

Mr. Mason. Inflation will take care of it. 

Mr. Tuomas. It is higher to build that same house today than it 
was then by 15 percent. You cannot get around that. 

Mr. Mason. I would agree with that. 

Mr. Tuomas. Of course you were in a high-cost area, particularly 
in Richland. At least that is what was alleged. 

(Off the record. ) 

Mr. Mason. What made it high cost was bringing employees there 
and supporting them there. 





ORGANIZATION AND PERSONAL SERVICES 


Mr. THomas. Let us put pages L-17 and L~-18 in the record. That 
is a good breakdown of the regional offices and the area they cover. 
Let us also put L-19 in the record. That is a good table. 

(The pages referred to follow :) 


HHFA REGIONAL OFFICES 


There are seven HHFA regional offices, each headed by a regional adminis- 
trator appointed by the Housing and Home Finance Administrator. The offices 
are responsible for the coordination of all Agency programs in the field and for 
the direct administration of the community facilities and urban renewal pro- 
grams, and provide general staff and administrative services for the field opera- 
tions of the Community Facilities Administration and the Urban Renewal 
Administration. 

The seven-regional organization—which has been established as a standard 
for the constituents of the Agency—is as follows: 


Region Headquarters city States in jurisdiction 
I New York, N.Y Maine, New Hampshire, Vermont, Massachusetts, Connecti- 
| cut, Rhode Island, New York. 
I. i Philadelphia, Pa dd Pennsylvania, New Jersey, Maryland, Delaware, District of 
Columbia, West Virginia, Virginia 
Il. Atlanta, Ga ..--| Kentucky, Tennessee, North Caroli na, South Carolina, Geor- 


gia, Alabama, Mississippi, F lori la. 
Siiccens Chicago, Tll__- , | Michigan, Ohio, Indiana, INinois, Wiseonsin, Iowa, Minne- 
Pas ta, North Dakota, South Dakota, Nebraska. 


ee Fort Worth, Tex_.._... Kansas, Missouri, Arkansas, Louisiana, Oklahoma, Texas, 
Colorado, New Mexico. 

VI_..........| San Francisco, Calif. | Washington, Oregon, California, Idaho, Nevada, Arizona, 
Utah, Montana, Wyoming, Alaska, Hawaii, Guam 

Wilco San Juan, P.R- ...| Puerto Rico, Virgin Islands, 
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Total regional personal services 

The budget program provides substantial increases in yearend employment 
and net cost for the Urban Renewal Branch, which performs the largest share 
of workload associated with the urban renewal program. Organization units 
primarily concerned with community facilities programs show decreases in em- 
ployment associated with the estimated reduction in activity and cost of the 
college housing program. 
Personal services by activity 

Table IV on the following page presents the detail of regional office employ- 
ment and net cost by program or activity for the 3 years covered by the budget 
program. The table shows the following major changes in Overall regional 
yearend employment and net cost between the current and budget year: 


Net change: 1961 from 1980 


Activity si 
June 30 Net cost 
employment 


Urban renewal programs--._.......-- ee od ih “ 133 | $976, 000 
College housing loans... Rin? .deawnee Be eatin aad ‘ — 43 — 185, 000 
Public facility loans- gnc ealliesipiecie le leiniticsca bitin saabheenes inh cen 3 1, 000 
Public works planning advances__-_-__- asa 7 47,000 
EE We icdnccctucnendsess Jadnctnundaiidet tie te | l 1, 000 
on | sreosguesenstiigeielas 

ssn csk Bel eact atk tt dngindibsteetichhbodednadancnnteepotpip 101 840, 000 

i 





Personal services by functional groups 


Following table IV, brief functional descriptions of each unit are provided 
along with indications of the units and activities for which increases are re- 
quested in the budget program for 1961 as compared with 1960. 


Budget summary by program— Regional offices personal services 





| Actual 1959 Estimate 1960 Estimate 1961 
Program or activity ‘ ; Wn / | | 7 
| June 30 June 30 | June 30 
employ- Net cost employ- | Net cost employ- Net cost 
ment ment ment 

General agency supervision. -__...-- 15 | $131, 883 15 $121, 000 16 $122, 000 
Consolidated compliance __-_- a 0} 247 0 |_. 0 re 
Voluntary home mortgage credit-_.-_| 0 1, 160 1 3, 000 l 3, 00 
Public works planning advances- --_| 38 | 297, 768 43 318, 000 0 365, 000 
Urban renewal programs._____...---} 461 3, 154, 708 553 | 3,646, 000 686 4, 622, 000 
Subtetal, 8. & H.........:... | 514 3, 585, 766 612 4, 088, 000 753 5, 112, 00 
College housing loans. _--- sath 126 910, 239 140 950, 000 97 765, 000 
Public facility loans i 5 32 224, $26 36 265, 000 9 | 266, 000 
OFA liquidating activities_.......-.| 5 24,901 | 5 35, 000 5 35, 00 
Total, regional offices. ._.....- 677 | 4,745,732 793 5, 338, 000 894 6, 178, 000 


REGIONAL ADMINISTRATORS’ OFFICES 


Mr. Tuomas. The regional administrator has how many em- 
ployees in this office? Twenty? 

Mr. Frantz. In regional adminstrators’ offices ? 

Mr. Tuomas, Yes. 

Mr. Frantz. Thirty-five this year, and 35 next year. 

Mr. Tuomas. Yes; 32, 35 and 35, in 1959, 1960, and 1961, 
respectively. 
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Each of the seven regional offices is headed by a regional administrator who 
serves aS the Administrator’s representative and coordinator. * * * He direets 
for the Administrator the program, staff, and service operations, 
and so forth. 

What does the head man need with 35 employees here? The offices 
are practically on their own, are they not? ‘They have their own legal 
staff. They have an ecteroMniet. They have engineering service. 
What do you need with 35 here 

Mr. Frantz. There are seven regions. Those are not included here 
inthe central office, Mr. Chairman. 

Mr. Tuomas. Where are they ? 

Mr. Frantz. Those are in the seven regional offices. That would 
include in each office a regional administrator, a deputy or assistant, 
and a couple of stenographers. 

Mr. Tuomas. You mean each regional office has an administrative 
setup of 35% 

Mr. Frantz. No. All 7 of them together have 35. 

Mr. THomas. How many do you have here in the ew pi office 
dealing with the field offices? "That is the question I aske 

Mr. Frantz. We do not have any field operations organization in 
the District. 

Mr. Tuomas. None whatsoever? 

Mr, Frantz. No, sir. 


NONSALARY EXPENSES 


Mr. Tuomas. Put pages M-1 through M-4 in the record. 
(The pages referred to follow :) 


Detail of other objects 




















Object classification | Actual, Estimate, Estimate 
1959 1960 1961 

sit = | | om 
RN ak 1 sande dtpboisatwateekioeitetin $380, 919 | $466, 300 $529, 000 
RNS Cr ee on ccmninebinnemene | 17, 610 | 15, 900 | 23, 500 
0¢ Communications services............................. nical 229, 549 | 237, 000 258, 500 
SeGD MEIER. dos. lad cunatdcbuoestnebnodeeeanun 261, 221 284, 000 223, 000 
ie) ne GONE OOO a. a canmsisqiignaptemanantdmmepnes | 135, 917 138, 800 150, 000 
07 Other contractual services-—- .......--- oe ae al pce etc 234, 532 | 221, 000 263. 100 
oe) aD inns SOONER... Wk ncccwd aneoconsuccucsenas : 06, 447 103, 000 109, 500 
I Pr ee EO all ecensebuie 103, 803 | 70, 700 83, 700 
11 Retirement contributions._.................-.-..--------- 545, 728 | 568, 300 602, 200 
138 Refunds, awards, and indemnities..................-.._-. 9, 398 11, 000 14, 000 
15 Taxes and assessments.......- le eee ae ee Sdn’ 13, 020 | 14, 000 15, 500 
ns CE OEE i, os tet te cde bukasnnsaoed 2, 028, 144 | 2, 130, 000 | 2, 272, 000 

02 Travel 
I ees lee ea ee $380, 919 
ne Cera eee 466, 300 
SII TTI satis coven sincenineaoeintasirtdninenidaemaammmenelintiners midenmmaenerelin 529, 000 


The average cost per day for travel is approximately $28, including trans- 
portation, per diem, and miscellaneous expenses reimbursable to travelers. 
(Daily average costs vary from $19 where travel is almost constant and is 
accomplished largely by automobile, to $45 in small offices where only occa- 
sional trips of short duration are made.) Every effort is made to schedule 
travel so that several points can be covered in one trip, thus holding to a mini- 
mum single-purpose trips of short duration. 

Several major functions of the Agency are of such nature that they neces- 
sarily require extensive travel. For example, the functions of the field repre- 
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sentatives and technical specialists in the urban renewal programs are 
principally concerned with providing advice and assistance to local public 
agencies carrying out urban renewal activities, which can be most effectively 
performed in the community rather than in one of the Agency offices. In the 
community facilities programs of public works planning, public facility loans 
and college housing, the engineering, financial, and legal functions require that 
technical specialists visit the community or institution which is to carry oyt 
the project for on-the-site observation of conditions and consultation with loca] 
officials. Again, the assigned responsibilities of the Compliance Division anq 
Audit Division can only be effectively accomplished by sending personnel to 
the site of the case to be investigated or the records audited. Regional execy. 
tive secretaries of the voluntary home mortgage credit program are required 
to travel extensively in carrying out the program’s aims of stimulating private 
financing for FHA-insured and VA-guaranteed mortgages in remote areas and 
for minorities. 

The 1961 estimate of travel expenses is an increase of $62,700 over the amount 
estimated for the current year. This is the minimum increase estimated to be 
necessary to process the increasing workload and maintain the necessary 
contacts with the greater number of communities and public and private agep- 
cies involved. The table on the following page shows the actual amount of 
travel for each program during fiscal year 1959, and estimates of requirements 
during the current and budget years. A brief discussion of the principal in- 
creases and decreases is presented following the table: 





Budget summary by program— Travel 


Estimate 1960 Estimate 1961 
Actual 1959 
Program or activity cost 
Number Cost Number Cost 
| days day 

General agency supervision $27, 035 900 $27, 000 1, 000 $31, 000 
Consolidated compliance 50, 825 | 2, 120 54, 000 2, 200) 55, 000 
Voluntary home mortgage credit 8, 229 700 21, 400 750 23, 000 
Public works planning adv ances 11, 996 530 15, 000 700 20, 000 
Urban renewal programs 218, S16 9, 700 275, 000 12, 600 354, 000 
College housing loans 30, 392 1, 500 41, 800 750 21, 30K 
Public facility loans 10, 739 540 15. 100 400 10. 500 
Liquidating activities 13, 750 430 12, 000 430 12, 000 
Community disposition. - - 9, 137 L&0 5, 000 70 2 2) 
Total, travel_-- 380, 919 16, 600 466, 300 18, 900 529, 000 
General agency supervision.—An increase of 100 days in travel status is pro- 


vided to permit necessary travel for the Administrator and his immediate staff 

Consolidated compliance activities.—An increase of 80 days is provided for 
travel of compliance investigators and inspectors. 

Voluntary home mortgage credit.—Regional executive secretaries carrying 
out the operations of the voluntary home mortgage credit program are required 
to make frequent trips throughout their regional area, visiting banks, savings 
and loan associations, and other sources of mortgage credit, in the furtherance 
of the program’s objectives. An increase of 50 travel-days is provided. 

Public works planning advances.—By the end of the budget year, the number 
of public agencies and communities participating in the program is expected 
to total more than 2,000, an increase of about 400 during 1961. Not all these 
communities require visits, of course, but such visits are frequently necessary in 
developing needed information and expediting processing of applications, as well 
as securing repayment of advances when due- An increase of 70 travel-days is 
provided. 

Urban renewal programs.—It is estimated in this justification that, during 
1961, there will be 890 communities having workable programs in force, 512 
urban renewal projects in planning, 550 projects active in execution, and 388 
urban planning assistance projects underway—increases in the various phases 
of program activity ranging from 4.1 percent to 18.3 percent. The estimate of 
necessary expenses of travel rises from $275,000 in 1960 to $354,000 in 1961 in 
order to permit 12,600 days in travel] status during the budget year. This will 
permit the urban renewal field staff to provide the type of assistance to and 
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supervision of project operations required if sound projects are to be developed 
and if the Government’s interest is to be adequately protected. With the 
emphasis in the urban renewal program shifting to activities involved in the 
project execution stage, closer supervision will be required and more freqent 
visits by technical specialists will be required as new and unforeseen problems 
arise. 

College housing loans.—Travel expense requirements and the number of days 
in travel status are estimated to decline substantially in 1961 as program activity 
is reduced. 

03 Transportation of things 
MraerOe oo te eee Foran ones ae talento eee eer net rant mpiaipae eee $17, 610 
EI a... ssi nore ne occas cabot eaten ahr elmer ora enn ae 15, 900 
I ezine nse aa terse ow ageiceinag net apig ty ineeah niceties vga en abiglait -- 23,500 


Costs during fiscal year 1959 were slightly over $12,000 for the movement of 
household effects of 29 employees transferred for the convenience of the Govern- 
ment ; these costs are estimated in the budget year at about $14,500. 

Shipment to regional and area offices of centrally purchased forms and sup- 
plies ; packing, crating, and freight or express charges for equipment being moved 
from one location to another amounted to over $7,000 in 1959 and are estimated 
in the budget year at about $9,000. 


NT a ne te 8 ee $229, 549 
1960 estimate_____- So cic nat deh doable Diino stdin dhdaladeat Ae de vies Philadel Sh citde be tiee 237, 000 
1961 estimate___ sti 258.400 

This object of expense includes costs of local and long-distance telephone 
service; Western Union and teletype service; and reimbursements to the Post 
Office Department for mail delivery. 


Mr. Tuomas. This is your “Other objects.” These are combined 
for all your activities. We have already taken a look at your travel. 
Your transportation of things goes up to $23,500 against $15,900 in 
1960. Communications go up from $237,000 in 1960 to $258,500 in 
1961. Rents and utilities go down $61,000. Printing and reproduc- 
tion goes up $11,200. Other contractual services increase $42,100. 
Supplies and materials are up about $6,000. Equipment is up $13,000. 
Retirement contributions—you cannot control that. Refunds in- 
crease, from $11,000 to $14,000. Taxes and assessments, $15.500. 

The total bill is $2,130,000 for 1960 against $2,272,000 for 1961. 


pmgalis 


TRAVEL REQUIREMENTS 

I notice you say here: 

Several major functions of the Agency are of such nature that they necessarily 
require extensive travel. For example, the functions of the field representatives 
and technical specialists in the urban renewal programs are principally con- 
cerned with supplying advice and assistance to local public agencies, 
and so forth. 

You increase your travel expense $62,700 over last year. 

I have written here: “What part of this $529,000 travel bill is re- 
imbursable from the other departments?” Any of it ? 

Mr. Frantz. No, sir. 

Mr, Tuomas. The travel for your college inspections, and so forth, 
ischarged against the project as well as the fee ? 

Mr. Frantz. That is correct, sir. 

Mr. Tuomas. It might be well to note the summation of your urban 
renewal programs on page M—+. You have written out here that in 
1961 there will be 890 workable programs, 512 projects in planning, 
030 under construction, and 383—I have 2 question marks by it. I 
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do not know what it means. It is a pretty good breakdown in q 
capsule. 


PRINTING AND REPRODUCTION 


Let us take a look at your printing and reproduction, $150,000. It 
goes up $11,200. 

This category of expense includes the cost of printing and reproduction sery ices 
performed by the Government Printing Office and other authorized Government 


printing plants. The estimates reflect actual and anticipated increases in volume 
of work and in the cost of labor, materials, and equipment. 


MANUALS OF POLICY AND PROCEDURE 


‘Additions and substitutions for the printed manual procedures, 
series, $42,500.” What is that for? 

Mr. Frantz. That is for printing our manuals of policy and pro- 
cedure. 

Mr. Mason. Including the new revised one. 

Mr. Tuomas. How often do you print them ? 

Mr. Frantz. We do not reprint them in total except when they are 
redone in total, which does not happen very often. 

Mr. Tuomas. You say 9 volumes totaling 16 books. How many are 
you printing for this $42,500? How many volumes and how many 
copies of each? When was the last time you printed them? Have 
you been printing them every year / 

Mr. Frantz. We reprinted volume 1, which are the statutes and 
public regulations, practically complete last yea 

Mr. Tuomas. What does it contain—all the fie 1d of housing? 

Mr. Frantz. Yes, sir. These are the black books which you have 
up here. 

Mr. Tuomas. To whom do they go? 

Mr. Frantz. They go to the top officers of the Agency in Washing- 
ton and in the field. We also distribute these on a subscr iption basis 
through the Superintendent of Documents. 

Mr. Triomas. How many of them are sold through the Superin 
tendent of Documents ? 

Mr. Frantz. About 700, I believe. 

Mr. Tuomas. What do you get for them? 

Mr. Frantz. I think they charge $15 a year for these. It is a cumu- 
lative service. 

Mr. Tuomas. How badly do you need that ? 

Mr. Frantz. We have to go by those laws, Mr. Chairman. 

Mr. Tuomas. They do not change the laws that often, do they? 

Mr. Yares. Are they not in the code? 





Mr. Frantz. Yes, but they are not or ganized. Housing is not codi- 


fied as a subject, as you know , Mr. Yates. 


Mr. Tuomas. “Other procedural and information material repro- 
duced under contract” goes up to $57,500 against $35,000 last year. 


What is that? 


Mr. Frantz. There are a lot of program forms 
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HOUSING STATISTICS 


Mr. Tuomas. “Agency reports on periodic housing statistics, in- 
formation, and training materials,” which goes from $18,500 to 
$19,500. Let us see a copy of that. What is that ? 

Mr. Frantz. This is the principal one in that series, Mr. Chair- 

man [displayi ing copy }. 

Mr. Tuomas. How often is this printed ¢ 

Mr. Frantz. Monthly. 

Mr. Tuomas. To whom does it go? 

Mr. Franvz. It is fairly widely distributed. I do not know the 
specifics of that distribution. 

Mr. Tuomas. What does it cost you to compose that document en- 
titled “Housing Statistics”? It cost you $37,000 to print it. It must 
cost you $100,000 to compose it. 

Mr. Witt1ams. I do not know how many people work on that 
document, 

Mr. Toomas. Where are they assigned ¢ 

Mr. Frantz. This is produced by the Economics and Statistics 
group in the Office of Program Policy. 


COST OF PRODUCING MANUALS 


Mr. Tuomas. What does it cost you to produce your printed man- 
uals of procedure, and so forth? It costs you $42,500 to print them. 
It must: cost $100,000 or $150,000 to edit them, does it not ? 

Mr. Frantz. It would be hard to get a figure on it, Mr, Chairman, 
because around the organization there are so many people who have 
a part in drafting policies and procedures which wind up being 
printed in the m: nual, 

Mr. Tomas. You have to have somebdy to pull it together, to edit 
it,and so forth. Where is that done? 

Mr. Frantz. That is done in the Division of Budget and Manage- 
ment. We have a small management staff of about five professional 
people who do all the pulling together and the preparation for print- 
ing of this material. 

Mr. Toomas. What is their civil service classification ? 

Mr. Frantz. It is headed by a grade 15. There is one grade 
and there are about three grade 13's. 

Mr. THomas. Your regular letterheads, legislative reference mate- 


rials, bills, reprints, and miscellaneous printing items, are also covered 
in this, 


OTHER CONTRACTUAL SERVICES 


The other contractual services here jump up about $42,100 this year, 
making a total of $263,100. What is the big item in there? 

Mr. Frantz. The biggest item is the new provision of health insur- 
ance, 

Mr. Tuomas. Whatisit? $35,000? 

Mr. Franrz. No; it is $82.000. 

Mr. Tuomas. What are the other items? 

Mr. Frantz. There is $35,000 for reimbursement to the General 
Services Administration for a var iety of building services and $20,000 
for the use of the GSA motor pools. 
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Mr. Toomas. All right; $34,000 for what ? 

Mr. Frantz. $34,000 for a miscellaneous group of services, including 
repair, servicing, and storage of motor vehicles and overhauling 
equipment, legislative reporting service. m 

Mr. Tuomas. General Services does not charge you $20,000 for the 
use of automobiles and make you repair them. The *y have their own 
funds for that. That is what the $20,000 is for. 

Mr. Frantz. We still have some Agency-owned vehicles at locations 
where there is not a motor pool. 

Mr. THomas. You mean in the regional offices? 

Mr. Frantz. In field offices. Not in the regional offices, because they 
all have motor pools. 


LOCATION OF FIELD STATIONS 


Mr. Tuomas. What field offices would that be ? 

Mr. Frantz. Westill have 11 cars in the field. 

Mr. Triomas. What field offices do you have them in? Where are 
they located ? 

Mr. Franrz. As I remember, we have about 40 small engineering 
stations, mostly 1-man offices, 1 or 2 men, located at various points 
around the country. 

Mr. Tuomas. I overlooked that in your justification. On what 
page is that listed? 

Mr. Franrz. I guess we do not have that detailed, Mr. Chairman, 

Mr. Tuomas. You say you guess? 

Mr. Frantz. I withdraw the “guess.” It is not detailed 
justifications. We could detail th: at for you. 

Mr. Osrertac. It must show up in your budget somewhere. 

Mr. Franrz. The people are in here. 

Mr. Osrertrac. But they are not separated ? 

Mr. Frantz. That is right. 

Mr. Tuomas. Are you paying rent on these 40 offices ? 

Mr. Fr ANTZ. No, sIr. We have rent- free space al all these locations. 


DUTIES OF FIELD STATION EMPLOYEES 


Mr. Tomas. What are the duties of these people ? 

Mr. Frantz. They are engineers who travel around a beat, around 
these offices, and inspect projects. 

Mr. Tuomas. Where are they charged ? | thought the insp vectors 
were charged. for two or three of your pre yjects, against the projects, 
like college housing. 

Mr. Frantz. These people are largely charged against projects; 
that is correct. 

Mr. Trroomas. Where are these 40 units charged ? 

Mr. Frantz. Those are the people I am talking about. They are 
largely engaged in project inspection and are charged against the 
project. 

Mr. Tuomas. What is this you are charging here? 

Mr. Mason. They have a car. 


Mr. Tuomas. The only thing charged here is the automobile. Why 


is that not charged against the project ? 
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Mr. Frantz. When it is being used on project inspection, it is. 
But they do have other duties as well. That portion of their travel 
which is for project inspection, including the cost of operating the 
car, is charged to the project. 

Mr. Tuomas. But this item here is not charged to the project. It is 
charged to other objec ts. 

Mr. Frantz. That is correct. 

Mr. Tuomas. Why ? 

Mr. Frantz. Some of the work of these engineers is not project 
work. For example, if they visit a community in connection with a 
current advance planning project. There are no project fees in that 
program and it comes out of the administrative funds. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. “Supplies and materials, miscellaneous office,” 
$70,000. What did you spend for the first 6 months of 1960? “Sup- 
plies for reproduction activities, inks and chemicals,” $17,000. Serv- 
ices by Dun and Bradstreet, technical and economic and statistics, 
subscriptions to newspapers, magazines and other publications. I 
thought we set out money up here for that. 

Mr. FRANtTz. 3.000. 

Mr. THomas. You have $17,000 charged down here. 

Mr. Franrz. No, sir. 

Mr. Tuomas. You mean you just put a limitation of $3,000 on 
newspapers ¢ 

Mr. Frantz. This includes items which are not subject to the limi- 
tation, such as the pocket parts and supplements for the law library, 
new volumes of codes, and materials of that kind, which does not 
come within the $3,000 limitation. 

I did not give you the figure for the first 7 months. We have spent 
a little less than $50,000 for this item. 





EQUIPMENT 


Tuomas. Equipment, $83,700, against $70,700 last year, an in- 
crease of $13.000. 

Based on the number of new employees proposed in the budget year, 85 addi- 
tional furniture setups (including common office machines) at an average cost 
of $450 per employee will be needed. 

Machine replacement. Is this on regular schedule? What is it? 
Five years on a typewriter, or what ? 

Mr. Frantz. Our replacements are 9 years or older. 


REPLACEMENT OF AUTOMOBILES 


Mr. Tuomas (reading) : 


Six of the passenger-carrying vehicles of the Office of the Administrator will 
have reached or exceeded the prescribed minimum replacement standards before 
or in the budget year. Two of these vehicles will require a major overhaul if 
continued in operation during 1961. It is therefore proposed to purchase two 
new vehicles at a replacement cost of $2,300. The Office of the Administrator 


(does not operate any Agency-owned vehicles in areas serviced by GSA motor 
pools. 


This is in the District of Columbia, is it not. or is this in the field 2 
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Mr. Frantz. They are in the field. 

Mr. THomas. How many automobiles do you have in the District of 
Columbia ? 

Mr. Frantz. We have five or six units, as I remember, from the 
GSA Washington motor pool, one of which is a truck and one of which 
isa station wagon. We do not own any in the District of Columbia, 

Mr. Tuomas. Office of the Administrator, two to be purchased, 

Mr. Frantz. For replacement; yes. 

Mr. Tuomas. The old number ‘to be exchange is 2; old vehicles 
still on hand, 12. So that is 16 automobiles? 

Mr. Frantz. We are trading in two—— 

Mr. Tuomas. There would be 14 rather than 16. 

Mr. Frantz. But actually we are down below that already. I think 
we are down to 11 now, and by the end of the year we probably will 
be down in the neighborhood of 8 or 6. 

Mr. Tuomas. But you are spending $54,000 with General Services 
on top of this for automobiles. 

Mr. Frantz. No, sir. 

Mr. Tuomas. $20,000 plus $34,000 in repairs. 

Mr. Frantz. No,sir. That is only one of a dozen or so items which 
are in that $34,000 figure, and it would be only a small part of it. 

Mr. Tuomas. How much? Where is your gasoline and oil figure 
for your 12 or 14 cars? 

Mr. Frantz. The gasoline and oil would be in supplies and mate- 
rials. I doubt those repairs run over a thousand dollars, Mr. Thomas. 
I could check that. 

FURNITURE 


Mr. Tuomas. Other office furniture and equipment needing replace- 
ment, $10,000. So what you have in here for furniture this year is 
$36,950 for new furniture, is it not ? 

Mr. Frantz. Yes, sir. 

Mr. Jonas. $38.000. 

Mr. Tuomas. Yes, $38,000. Does that furniture go in $5 space or 
does this furniture go in $3 space / 

Mr. Witu1aMs. We hope it will go in free space out in the field, sit 


GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Mr. Tuomas. You cannot do anything about your grants and sub- 
sidies, and 614 percent of your salary costs goes to make up that fund. 

Mr. Jonas. M: ay I ask a question on “M” before we proceed ? 

Mr. Tuomas. Go ahead. 


AVERAGE TRAVEL COSTS 


Mr. Jonas. On page M-2, what do you mean by that average daily 
travel cost being between $19 and $45? Do you mean $45 per day in 
some cases? Isthe amount reimbursable ? 

Mr. Frantz. Transportation and per diem; yes, sir. 

Mr. Jonas. $45 per day / 

Mr. Frantz. The $45 represents the cost of a short trip, in effect, 
because you do not have the transportation cost divided by many days. 
If you have a person in continuous travel status, he gets the same per 
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diem every day and his transportation cost is spread out over that 
riod. 
Mr. Tuomas. What is the automobile cost now—7 cents a mile? 
Mr. Frantz. 8 cents. 
Mr. Tuomas. If he takes a 200-mile trip there and back, that is $32. 


NEWSPAPER ADVERTISING 


Mr. Jonas. I have one other question. What newspaper advertising 
do you have to do, Mr. Administrator ? 

Mr. Frantz. We advertise to dispose of properties at Oak Ridge 
and Richland. 

Mr. Jonas. What are work and exhibits do you have done? 

Mr. Mason. This book, for example. Charts and all that sort of 
things come under that. 

FURNITURE 


Mr. Jonas. You want to buy 85 sets of new furniture costing $450 
peremployee. Have you made any 

Mr. Franvz. All the books of this nature are art work. 

Mr. Mason. It isa rather bad term for it. 

Mr. Jonas. That term “art work” intrigued me. 

Have you talked with General Services about acquiring recondi- 
tioned furniture inste: ad of buying new ¢ 

Mr. Frantz. Yes, sir. We do that to the extent they can supply 
us. 

Mr. Jonas. Is this $450 per employee for the 85 new sets, $38,250, 
to be new furniture? 

Mr. Frantz. It will be part new and part used from GSA, depend- 
ing on their supply. The average cost 

Mr. Jonas. Before you buy. new furniture, do you check with 

GSA to see if used reconditioned furniture is available, and use it 
when it is available? 

Mr. Frantz. That is correct; yes, sir. 

Mr. Jonas. That is all, Mr. Chairman. 

Mr. THomas. Mr. Yates. 








COLLEGE HOUSING PROGRAM 


Mr. Yates. Is the Administrator’s Office making any recommenda- 
tion with respect to the college housing program? I have a letter 
here from Mr. Farber, vice president and comptroller of the business 
office of the Univ ersity of Illinois. His letter indicates that the col- 
lege housing loan program has worked very well as far as the Uni- 
versity of Illinois is concerned. I assume this has been the experience 
throughout the country. 

Mr. Mason. That is correct. 

Mr. Yates. He says as far as the University of Illinois is concerned, 
they still have a desperate housing problem for their students. 

Mr. Mason. And there will continue to be one for them and for 
other universities as well. 

Mr. Yates. Will the administration not recommend continuation of 
the program ? 





904 





Mr. Mason. No. The administration has a program in the Depart- 
ment of Health, Education, and Welfare with legislation proposed. 

Mr. Yates. For the construction of academic classrooms? 

Mr. Mason. For the construction of dormitories, at least. 

Mr. Yates. Why should they be joined together? Why should you 
have both programs in one? Is not the college housing program of 
sufficient merit to stand by itself ? 

Mr. Mason. Mr. Yates, the decision was that this had to do with 
education and, therefore, it should be in that Department. 

There is currently—— 

Mr. Yates. Will the colleges and universities be able to apply only 
for housing loans to the Department of Education, or must they tie 
it in with academic classroom construction ? 

Mr. Mason. They will be able to have either one. 

Mr. Yares. I see. Will the De partment of Health, Education, and 
Welfare be in charge of the construction, or will your office be in 
charge of the construction, assuming that they make the approval? 

Mr. Mason. They would be in charge of the program and we would 
work on a reimbursable basis with them, presumably. 

Mr. Yates. Will that not be an expensive program ? 

Mr. Mason. I do not think it needs to be. For your information, 
as I am sure you probably know, there are already bills—Senator 
Fulbright has introduced a bill in the Senate, and T believe there are 
others—to continue the present college housing program. This is 
not an administration recommendation. 

Mr. Yares. Is the administration actively opposed to continuation 
of the program ? 

Mr. Mason. The administration is in favor of the alternate. 

Mr. Yates. Which would mean it was opposed to the continuation 
of the present program. 

Mr. Mason. Well, if you need to put it that way. 

Mr. Yarrs. Have there been any defaults in the college housing 
program loans ? 

Mr. Sewarp. Not one. 
Mr. Yates. It has been a highly successful program ? 
Mr. Sewarp. We think so, and so do the. ‘olleges. 


DIRECT LOANS FOR HOUSING FOR THE ELDERLY 


Mr. Yares. The last housing bill provided for direct loans for 
housing for the elderly. Did you make application or a request for 
a budget item for this program of the Bureau of the Budget ? 

Mr. Mason. Let me say, we have not made a request to this com- 
mittee for it. 

Mr. Yates. You did not what? 

Mr. Mason. We have not made a request to this committee for 
such. 

Mr. Yates. That was not my question. My question is whether or 
not—— 

Mr. Mason. I know. Imisunderstood your question. 

Mr. Yates. I asked whether you made a request of the Bureau of 
the Budget for a budgetary item for the direct loan program for 
housing for the elderly. 

Mr. Mason. We discussed this with the Bureau of the Budget. 
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Mr. Yares. Yes. You did not make a request for an amount of 
money ¢ 

Mr. Mason. Well 

Mr. Yares. As I understand the provisions of the authorization 
legislation, a direct loan program for housing for the elderly was au- 
thorized. 

Mr. Mason. That is correct. 

Mr. Yates. What is your office doing to implement that program? 

Mr. Mason. We are not asking for funds for this program. 

(Off the record.) 





PROPOSED RULES AND REGULATIONS 


Mr. Yares. My question was: What has your office done to imple- 
ment the provision of the law which provides for direct loans for hous- 
ing for the elderly’ If you want to answer it. 

Mr. Mason. We have drawn up the rules and regulations under 
which the program would be administered, but we have not. re- 
quested this committee for funds. 

Mr. Yares. All right. Has anybody in your office—— 

Mr. Mason. I would also say, Mr. Yates, that we discussed this 
matter with the Bureau of the Budget, but made no formal request 
to them. 

Mr. Yates. Can you tell this committee whether the Bureau of the 
Budget. is opposed to providing funds for the program ¢ 

Mr. Mason. I would say that I cannot put words in the mouth 
of the Bureau of the Budget, but I am sure the administration is 
opposed to this program. 

Mr. Yares. If the Congress were to ask you to carry out this pro- 
gram, does your office have any idea as to what it would cost during 
fiscal year 1961? 

Mr. Mason. Have we those estimates yet? 

Mr. Wuu1aMs. I do not think we have made any yet. 

Mr. Mason. We anticipate in the operation of this program, Mr. 
Yates, that we would have a central office operation so this would 
would be centrally administered, rather than in regional offices, 
since the size of the program as proposed by the Congress was 
relatively small. 

STATUTORY PROVISIONS 


Mr. Tuomas. What are the rules and regulations you have drawn 
up’ There is no limitation in the authorizing language except what— 
98 percent loans, 234 percent interest, and a 50-year period. What 
are your rules and regulations based on that authorization? 

Mr. Mason. The legislation also said that this was to be low 
priced—that is, to furnish rents at moderate income levels. So in 
our estimation this would call for some limitation on the size of those 
projects. 

Mr. Tromas. On a square-footage basis, you mean? 

Mr. Mason. No, on the number of dollars that could be spent and 
the amount of rent that could be charged for it. 

Mr. Tromas. What are your regulations? Are they available 
there? . 

Mr. Mason. Here is a summary of it. 
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The 98 percent, of course, which you have spoken of. 

The interest rate, which comes out currently at 314 percent. 

Amortization, up to 50 years, which is in the statute. 
Construction must be not elaborate in design or use of materials. 

We believe it would be desirable to limit the size of theses projects 

for many reasons, including the amount of money that is available. 


PROPOSED COST LIMITATIONS 


Mr. Tuomas. What is the dollar limitation’ Have youa yardstick? 

Mr.. Mason. Construction cost limit, $8,500 per unit, plus $400 per 
unit extra in high-cost areas. Rent ceilings, $55 a month per unit. 

Mr. Yares. What is the size of the unit? 

Mr. Mason. It can be anything from a single room up, depending, 

Mr. Yates. What can you build for $8,500 4 

Mr. Mason. You can build projects of this kind. 

Mr. Yates. What could you build for $8,500 a unit in the city of 
Chicago, for example / 

Mr. Mason. I believe you can build in moderate size and the kind 
of projects we are talking about now. This is not public housing. 

Mr. Yates. The reason I ask the question is that it was testified 
before the committee yesterday that the cost per unit for a public 
housing project was something like $16,000 or 817,000. 


SIZE OF UNITS FOR ELDERLY FAMILIES 


Mr. Mason. You realize, of course, the public housing units are 
large, with a number of bedrooms to accommodate families, and so on, 
The elderly are mostly single-person families, sometimes two persons. 

Mr. Yates. That is the reason I asked what kind of unit you have 
in mind. Iam not trying to direct you. I am just trying to find out 
what you have in mind. 

Mr. Mason. We have in mind that most of these will be for single- 
person families or two-person families. Many of these will be house- 
keeping units, but some of them will be ones in which other facilities 
are provided, to provide the room which you live in plus your share 
of the kitchen facilities, and so on. 

Mr. Yates. Does your estimate of S8.500 include land costs and 
utilities / 

Mr. Mason. Yes. 

Mr. Yates. What can you build for that’ Who computed the 


,f ees os eae 
figure of $8,500? 
AVERAGI MORTGAGI AMOUNTS IN FHA PROJECTS 


Mr. Mason. Here are the figures around the country—average 
mortgage amounts of FHA-insured projects. Here is one $9,500, 
$6 900, $7.200, $10,500, $7.700. These are in California. In Colorado, 
$8.600. In Connecticut, $8,000. 

Mr. Yates. When you say “these are.”’ what are they / 

Mr. Mason. FHA-insured elderly housing projects. 

Mr. Frantz. Those are the average mortgage amounts. The total 
construction cost. would be somewhat larger. 

Mr. Mason. Here are others—$8.300, $9.100. Of course, none of 
these are in Chicago. 











907 


Mr. Yates. This may be true. I think that list probably ought to 
go into the record if this is the basis for your computation of $8,500. 
Who made the computation, inc ‘identally? How did you arrive at 
the $8,500? What is in an $8,500 unit? It includes the land and 
utilities. How big is it? 

(Information is as follows:) 


Hovusinc AND Home Finance AGENCY, FEDERAL HovusinG ADMINISTRATION 


Housing for the elderly 
PROJECTS COMPLETED AS OF DEC. 31, 1959 








Mortgage amount 
| Number AE. RR E> ber ES 
City and State Name of project of units | | 
| Total A verage 
| per unit 
pee Sai ipbcsealienbdaleel nossenk islam 
f CALIFORNIA Io | 
Duarte... -- * cakes Royal Oaks Manor (Southern California 159 | $1, 520, 000 $9, 560 
Presbyterien Homes). 
1 Los Angeles... -..-.- i Los Angeles Home for the Armenian Aged, 12 75, 000 6, 256 
| Ine. 
COLORADO 
Denver ed se Campbell Stone Memorial Residence (As- 66 490,000 | 7,420 
1 sociation of Christian Churches), | 
Do. 4 ..| Park Manor (Presbyterian Hospital Asso- 138 1, 410, 000 | 10, 200 
Cc ciation of Colorado) 
Greeley - - Bonnell Memorial Home (Evangelical | 16 128, 500 | 8, 030 
Lutheran Good Samaritan Society). } 
CONNECTICUT i 
Hartford - .....- ....------| Vine Court (Church Homes, Inc.)-.. 20 160, 000 8, 000 
e FLORIDA 
Miami. ee douglas Gardens (Jewish Home for the 83 375, 000 4, 520 
‘ | Aged). 
; IOWA | \ 
Ss Audubon sind ..--| Friendship Home Association (Our Savior 87 | 477, 400 | 5, 490 
7 | Lutheran Church and others). | 
~ Washington. + ..-| Halevon House (Home Association of | 20 182, 800 9, 140 
t | Washington, Iowa). 
MICHICAN | } 
eee ; Carmel Hall (Roman Catholic Church)... -| 550 4, 009, 200 7, 200 
a. | i 
NERRASKA | | 
e- 
‘ OR | OEA Senior Citizens, Inc. (Omaha Edu- 132 1, 144, 000 | 8, 670 
eS eation Association). 
re NEW YORK 
ai Bethel Methodist Home... _...-- : 93 1, 237, 100 13, 300 
} 
id PENNSYLVANIA | 
| York House, Inc. (Home for the Jewish | 206 | 2,173, 490 10, 550 
| Aged). 
ORECON 
he ho croo --- Sa sacees Sunset Home (Severson Memorial Home | 89 | 992, 800 11, 160 
Association). 
SOUTA DAKOTA 
Lake Preston. ............ | Re BEROOT ci cn enncetucucsccsces 43 348, 300 | 8, 100 
| } 
TENNESSEE | | 
¢ | | 
ge I Asbury Acres....--- Sheseantaedaktadaneieie lade R2 | 750, 000 9,150 
0, 
WASHINGTON 
lo, Seattle. _- Sa ncaedia aia The Norse Home..-.-- ee eee | 140 | 700, 000 5, 000 
ae |} Riverview Lutheran Home of Spokane..--_| 212 | = 1, 786, 100 8, 430 
Total, 18 projects...-- licaeEeesse Peas Pea teneete | 2,148 | 17,959, 600 8, 360 
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908 


Housing for the elderly—Continued 
PROJECTS UNDER CONSTRUCTION AS OF DEC. 31, 1959 


ps 


| | 
ta Mortgage amount 
Number 


City and State Name of project of units s — 
| Total | Average 
per unit 
CALIFORNIA 
Culver City Maycrest Manor....-.......--- > ; 16 | $258, 800 $16, 189 


COLORADO 
a cndiedeebdis Frazier Meadows Manor (Methodist 138 1, 200, 000 | 8, 700 
Church of Colorado). 


IOWA 
| 
pe ee eS ee: Wesley Acres (Des Moines Annual Con- 120 1, 000, 000 8, 330 
ference of the Methodist Church). 
Se Martin Luther Home of Sioux City 101 890, 000 8 810 


(Lutheran Church of Sioux City 
LOUISIANA 


Arcadia---- Arcadia Baptist Home 33 175, 000 5, 300 

Rayville- - Volunteer Workers Association of Rayville 16 100, 400 6, 280 
MICHIGAN 

Grand Rapids Michigan Christian Home Association 63 542, 300 8, 610 
MINNESOTA } 

New York Mills _.....--| Elder’s Home (Apostolic Lutheran 34 391, 500 11, 520 


Church). 
NORTH CAROLINA 


Durham SSS 23 * The Methodist Retirement Homes, Inc 120 600. 000 5 OO 
OHIO 
Sylvania Village Crestview of Ohio, Inc. (Flower Hospital 171 1, 660, 000 9.710 
OKLAHOMA 
Hobart Evangelical Lutheran Good Samaritan 24 161, 000 6, 710 
Society. 
TEXAS 
Baytown ‘ a St. James House of Baytown (Episcopal 48 425, 700 8, 871 
Diocese of Texas 
Houston Christian Home for the Aged (Central | 60 579, 100 9 6% 
Church of Christ 
Lockhart Golden Age Homes (Methodist 58 569. 700 9, 820 
WASHINGTON 
Seattle ......-| Bayview Manor 258 > 500, 000 » 6a 
Spokane Rockwood Manor (Spokane Methodist 300 2, 872, 500 9, 580 
Homes, In 
WISCONSIN 
West Alli Methodist Manor, Inc 180 2, 091, 700 11, 620 
Woodville Parkview Home, In 24 237, 5 9, OOK 
rotal, 18 pr jects 1. 764 6, 2 aM ), 221 


UNIT SIZES 


Mr. Mason. In many cases it is an efficiency-type apartment. 

Mr. Tuomas. How many square feet? Is it 20 by 30, 20 by 25% 

Mr. Frantz. I donot know. 

Mr. Mason. I do not have that figure here, but it is not a big 
apartment. 

Mr. Yates. It is obviously not a big one, but I would like to find 
out how big itis. Can yousupply that for the record ¢ 

Mr. Mason. Yes. 

Mr. Yates. I would like to find out the underlying computations 
which went into that figure. It would have to be in a warm climate, 
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obviously, because you could not have a basement or a heating unit 
in that cost ; could you? 

Mr. Mason. There is heating in these costs; yes, sir. 

Mr. Yares. There is heating in the costs? 

Mr. Mason. Yes, sir. 

Mr. Jonas. Will the gentleman yield. 

Of course, you have ‘to keep it low if you expect these low-income 
people to pay the loan off or pay the rental, do you not? You have 
a $55-a-month rental limitation. 

Mr. Yates. This is not necessarily a low-income project or program. 

Mr. Jonas. Yes; it is. 

Mr. Mason. Yes; that is provided specifically by the legislation. 

Mr. Yates. What does the legislation say about it ? 

Mr. Tuomas. Low income, and you cannot get the money anywhere 
else. 

STATUTORY REQUIREMENTS 


Mr. Yares. Will you read into the record the statute on this point? 

Mr. Franvz. It is rather long. 

Mr. Yates. What are the requirements? 

Mr. Tuomas. I have it summarized here somewhere. Let us read 
it into the record. 


PROVISIONS OF ACT REGARDING LOANS FOR ELDERLY HOUSING 


Mr. Yates. This is a summary which the chairman hands me, for 
private nonprofit corporations. 

Loans: (a) Rental housing and related facilities. (6) Can’t get 
equally favorable private financing. (c) For economical, not elaborate 
construction. 

The amount of the loan (a) not to exceed 98 percent of the total 
development cost, (6) for 50 years, (c) the higher of 234 percent or 
one-fourth of 1 percent over the average public debt. 

Mr. Tuomas. It figures out 31 g as of now, I think he said. 

Mr. Yates. Appropriation of $50 million authorized for a revolv- 
ing fund. (a) Related fac ilities shall not exceed $5 million. 

Limitations: (@) Can’t be used for transient or hotel purposes. 
(b) Labor rates to be prevailing wage except in the case of donations 
or voluntary contributions. 

That summarizes the requirements. 

I would like to have the underlying computations which gave rise 
toa figure of $8,500 for a reasonably decent housing fac ility for an 
elderly couple. 

(The information referred to follows: ) 


On review of the above exchange, we note that the witnesses may have unin- 
tentionally left the impression that the estimated cost of $8,500 per dwelling 
unit was inflexible and would include land in all cases. 

We want to correct any such impression. Land costs would have to be 
relatively inexpensive or the tentative $8,500 figure mentioned would not be 
sufficient to cover the total dwelling unit cost of the development. In the admin- 
istration of the direct loan program, the Agency would make every effort to 
encourage the use of low-cost sites in order to achieve the cost and rental levels 
contemplated by the statute. However, in the event the program is activated, 
it would not establish an administrative ceiling which would be impracticable. 
Current costs of both land and construction at the time would have to be studied 
in order to assure an effective program. 
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Preliminary checks of the experience of builders active in this field at the 
present indicate that good, standard housing—free from frills and luxury 
items—can probably be achieved within $8,500 per unit in most areas and around 
$8,900 in higher cost areas. 

Where private financing is obtained under FHA’s section 203(i) home mortgage 
insurance program, the Congress set a maximum mortgage amount of $9,000 
based on 97 percent of appraised value. In relation to this ceiling for a tota] 
family dwelling, the figure of $8,500 for an elderly housing dwelling unit would 
not seem inconsistent. “It must be remembered, of course, that space require- 
ments for elderly single persons or couples are appreciably smaller than those 
for growing families. 

The tentative $8,500 figure is also in line with reports to us that development 
costs including overhead are running within a figure of $16.75 per square foot 
except in high-cost areas. Assuming availability of relatively low-cost land 
and taking account of the statutory requirement for economical design and 
construction, this figure should permit production of units meeting FHA stand- 
ards as to space and amenities. 

In working toward the establishment of reasonable upper limits on costs, we 
will be guided by the provisions of the statute which state that “Construction 
will be undertaken in an economical manner and that it will not be of elaborate 
design or materials.” 

Our purpose now is to emphasize that no inflexible ceiling has been set. We 
will continue our studies of this matter. 

Mr. Mason. We also anticipate that some of this will not be new 
construction, but may be alterations and conversions of existing hous- 
ing. Economy can be achieved in that manner. We have set an age 
limit of 62. 

COMPARISON OF RENTAL COSTS 


Mr. THomas. We compared three programs—that of FHA, PHA, 
and this program. After some addition and subtraction it is quite 
obvious—of course, under FHA the cheapest would be at $80 to $100, 
Under Public Housing it would be from $37 to $39, tops $40. 

Mr. Mason. The average is $27. 

Mr. Tuomas. Yours comes along at $55. After all, this program 
does not do much for the elderly, does it ? 

If we are going to stick by existing authorizations, it seems the 
answer is to proc eed on the line with the subsidized housing. 

Your cost figure there certainly is a modest figure of $55. Does 
that include utilities along with the rent? 

Mr. Frantz. It is my understanding that it does. 

Mr. Mason. I believe it does, Mr. Thomas. This interest rate 
results in a saving per unit of about $14 on the average per month 
over the FHA program, and that is principally where the difference 
is. 

Mr. Tuomas. We understand it is a question of the interest mainly. 

Mr. Mason. I have a small table here, Mr. Chairman. I don’t 
know whether you will be interested in putting it in the record. That 
shows you three existing FHA projects and what their cost would be 
if they were financed under the direct loan program. 

Mr. Tuomas. Read the table into the record and explain it as you 
go. 

COMPARATIVE RENTS UNDER FHA AND DIRECT LOAN PROGRAMS 


Mr. Mason. I have a comparison of rents under the current FHA 
program and what they would be under the direct loan program. 
Ve have picked three of the lower cost FHA projects. 
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HARTFORD. PROJECT 


The first one is Vine Court, Hartford, Conn., a small project of 20 
units. 

In this the monthly debt service under FHA’s program is $42.22 and 
the average monthly rent is $74.60. 

If it were financed under the new proposed program, the direct 
loan program, the debt service charge instead of $42.22 would be 
$27.53, and this could result in a reduction in the average monthly 
rent of about $14.50. 

Mr. THomas. What would that be? 

Mr. Mason. Sixty dollars a month. 

There is a second project 

Mr. Tuomas. Complete the third step. What would that same 
project rent for under subsidized housing‘ We assume he can qualify 
on an income basis. They certainly can because the limit is usually 
up to about $300 a month, and 80 percent of all these people over 65 
years of age come within an income group of less than $2,000 a year, 
so they can qualify for public housing. 

What would that figure be in public housing ? 

Mr. Mason. The current charge is $27.33 on the average to elderly 
housed people. This is against $37-plus for the average person in 
public housing. 

Mr. Tuomas. So for our specific purpose here, assuming it is either 
one or two, or at most three people in the elderly family, the com- 
parable figure would be $27.50 against $55 to $60 against $80 to $100 
for FHA? 

Mr. Mason. That is right. 

Mr. Tuomas. $80 to $100 under FHA would be $55 to $60, and 
under Public Housing it would be $27 to $30. Is that correct? 

Mr. Mason. The FHA figures vary widely, Mr. Thomas. These are 
picked for the lower cost examples and many are much more expen- 
sive. It is not so much the size of the unit but the services rendered 
along with it. 

Mr. Yates. What is the size of the unit in the Hartford project you 
mentioned ¢ 

Mr. Mason. Those are housekeeping apartments of one bedroom. 

Mr. Yates. A living room, a bedroom, and a kitchen ? 

Mr. Mason. Yes, and bath. 





OMAHA PROJECT 


The Senior Citizens of the Omaha Education Association of Omaha 
have a project of 133 units. The monthly debt service on this under 
FHA is $45.09; the average monthly rent there is $70. 

If this were financed under the direct loan program at 314 percent, 
50 years amortization, monthly debt service would be $30.97 instead 
of $45.09, and the average rent would probably be $56. 

Mr. Tomas. More than the average couple can pay. If they have 
an income of $105 to $130, how will they pay $60 rent, doctor bills, and 
buy clothes and groceries ? 


53225—60—pt. 2——_58 











912 


DENVER PROJECT 


Mr. Mason. The third project is the Association of Christian 
Churches, Denver, Colo., 66 units. Monthly debt service is $38.92. 

The average monthly rent is $57.20. 

If this were financed under the direct loan program, the debt sery- 
ice would be $26.83 and the monthly rent would be reduced from $57.20 
to $45.00. 


PROPOSED PILOT PROGRAM 


Mr. Tuomas. If we were to put $ $5 million into this bill, could you 
build two or three pilot projects in different sections of the country, 
say four projects, one in the North, one in the South, one in the East, 
and one in the West for around $1 million ? 

Mr. Mason. These projects could be built, Mr. Thomas, and this 
would be a little strain on the Administrator because everybody would 
want one. 

But I see no reason why administrators are not supposed to take 
those strains. 

Mr. Yares. You mean there is a big demand for something like 
this? 

Mr. Mason. Yes; for anything of that kind. 


HOUSING FOR THE ELDERLY IN MASSACHUSETTS 


Mr. Boranp. We have a tremendous elderly housing facility in 
Massachusetts. 

Mr. Mason. Yes; State operated. 

Mr. Tuomas. Local people will have to assume some responsibility 
in this problem. 

Mr. Mason. We have very little Federal elderly housing in Massa- 
chusetts because of your State program. 

Mr. Botanp. Very little. 

Mr. Tuomas. Explain how it works in Massachusetts. 

Mr. Boutanp. Set up by direct grants from the State to the localities, 
run by the local housing authorities, and the units are of different 
types. Those I have seen include a bedroom and a sort of efficiency 
kitchen and a living room. 

The units are all at ground level. We have no high rise at all. 
Some are individual units; others have—— 

Mr. Tuomas. Is it 100 percent construction subsidy put up by 
Massachusetts ? 

Mr. Boranp. Yes. 

Mr. Tuomas. Is there operation and maintenance subsidy ? 

Mr. Mason. Carried out of the expense, I believe. 

Mr. Boxanp. It is carried out of the expense. I cannot tell you what 
the rents are because I am not positive. 

Mr. Mason. I do not have that information either. 

Mr. Botanp. The amount of rent they pay pays for the upkeep of 
the property. There is some subsidy in the maintenance operation, 

I know that. 

Mr. Tuomas. How does it compare with the PHA in Massa- 
chusetts ? 
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Mr. Botanp. I cannot tell you. We do not have public housing 
in Springfield at : all. 

Mr. Mason. There is a State public housing program in Massa- 
chusetts, too. 

Mr. Botanp. For veterans only. 

Mr. Mason. Yes. 

Mr. Boranp. I cannot tell you how it compares with PHA. 

I would say rents are cheaper for the elderly people than for vet- 
erans in the units we supply for the veterans in the State program 
we have. 

Mr. Yares. Rents are subsidized for the elderly in Massachusetts ? 

Mr. Botanp. To some extent. I think they pay, and the rent takes 
care of all charges with the exception of maintenance and operation, 
and this is only on painting and upkeep. 

Mr. Yates. Where dothey buy the land? 

Mr. Botanp. Away from the downtown area, yes; but it is con- 
veniently located. 

Mr. Mason. In Pittsburgh it is right downtown. 

Mr. Yates. Has Pennsylvania done the same as Massachusetts where 
the State has done it ? 

Mr. Mason. I know of no other States. 

Mr. Waker. Pennsylvania does not have such a program; no. 

Mr. Yates. Only Massachusetts ? 

Mr. Mason. That is the only one I know. 

Mr. Yares. You have a good research staff in your organization, 
have you not? I saw someone computed these housing statistics. 

Mr. Mason. It is a good department; yes. 


FINANCING COSTS 


Mr. Yates. Can we take an example of a house which cost $20,000 
with land in the year 1952 in Springfield, Mass., for example, and one 
in the outskirts of Chicago, Ill.; one in the suburbs of Houston, Tex.; 
and one in California, and tell me what the cost of financing for the 
building of ae house was in 1952 and 1953 and then in 1960? 

Mr. Mason. Yes. 

(The information requested follows :) 


HoME FINANCING COSTS 


The following information is available on comparative financing costs for a 
$20,000 home in the Springfield, Mass., Chicago, Houston, and Los Angeles areas 
in 1952-53 and in 1959-60. Boston has been used instead of Springfield, Mass., 
with regard to VA and conventional financing because the required type of infor- 
mation is available for Boston, but not for Springfield. For purposes of compari- 
son, it has been assumed that an $18,000 mortgage has been obtained to finance 
the purchase of the house in all cases. The available information on financing 
costs for homes purchased with FHA, VA, or conventional financing is shown 
ander the appropriate, following headings. 
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VA FINANCING 


The maximum interest rate on a VA-guaranteed loan, which is uniform for 
all areas, was 4 percent in 1952, 4%4 percent in 1953, and currently is 54% per- 
cent. The interest cost during the first year on an $18,000 mortgage with a 25- 
year term would have been $712.08 in 1952, $801.72 in 1953, and today it would 
be $936.54. 

Discounts required by lenders on VA-guaranteed mortgages secured by prop- 
erties in the selected localities, as reported by VA, are as follows: 


Metropolitan area 1953 discount | 1960 discount 

(points) | (points) 
Boston i bis feubbnecehhe eb bld 0 | 0 
Chicago - + ‘ aden 244 7 
Houston ‘ : Suieta'a d intgptantetel } 2 8 
Los Angeles. .. ‘ ‘ Sedireetg adibric nthe tacen 4 10 


These discounts may not be collected from the home buyer and are not recog- 
nized costs in the appraised reasonable value which is the maximum selling 
price. 

Fees and charges have been limited by the VA in 1952-53 and currently to a 
reasonable and customary amount for— 

(1) Appraisal and compliance inspection (but an appraisal charge is not 
allowed in the purchase of a single home in a tract development) ; 

(2) Recording fees and any taxes payable in connection therewith; 

(3) Credit report; 

(4) Property survey (but a property survey charge is not allowed in the 
purchase of a single home in a tract development, unless required in connec- 
tion with title examination or insurance). 

(Information is not available as to the dollar amount of such customary 
charges in individual areas.) 

In addition to the above charges, in lieu of any other customary closing costs, 
a lender may charge the home buyer a financing fee not in excess of 1 percent 
of the loan amount. 

(Source: Veterans’ Administration. ) 


CONVENTIONAL FINANCING 


A lack of information about conventionally financed home purchase transac- 
tions precludes the availability of data on conventional financing costs, except 
for the following information on current interest rates: 


(Quotations of conventional mortgage loan interest rates for week ending Jan. 15, 1960 


Metropolitan area | Interest rate | Midpoint of 

range | range 

Percent Percent 
Boston 56-6 5% 
Chicago... 6 -6% 6% 
Houston 6 6! 9 64 
Los Angeles . ft —Tlo} 6% 





Source: House and Home, February 1960, p. 53 


We do not have any information on discounts or closing charges that might 
be involved in connection with conventional financing at the above interest 
rates. Comparable interest rate figures are not available for 1952-53. 
Average income from factory employment 

Department of Labor statistics show that the average gross weekly earnings 
in manufacturing industries were $67.97 in 1952 and $89.47 in 1959. 

Mr. Jonas. You should include right after that a comparison of the 
average Income from factory employment in 1952 and 1960. 


« 
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Mr. Yates. You can if you want. I am asking only for the cost of 
financing. If you want that included you can get it. 
Mr. Jonas. I thought it might be included. You are getting a 
comparison. 
Mr. Mason. You want this to reflect the cost of materials, too? 
Mr. Yates. Just the cost of financing for a $20,000 house and land, 
Mr. Ruopes. Off the record. 
( Discussion held off the record. ) 


URBAN RENEWAL GRANT APPROPRIATIONS 


Mr. Yares. On urban renewal what would happen in the event no 
part of the $150 million which you seek for grants payments were 
voted by the Congress? Would you be able to finance the program? 

Mr. Water. I suspect there would be private financing. There 
would have to be. We would be in default on as many contracts or pay- 
ments as there are progress payments or completions. 

Mr. Yates. How many do you anticipate will become due during 
the fiscal year 1961? 

Mr. Wacker. We cannot give you numbers, sir. We estimate on 
the basis of what we are paying out monthly now about 200-plus 
million dollars. Weset it at $150 million. 

Mr. Yarss. On the basis of your experience there is a diminution 
of that figure by approximately 20 percent, as I recall your testimony 
before the Deficiencies Subcommittee. 

Mr. Warxrr. The attrition figure of 20 percent you are talking about 
applies principally to applications for grant reservations. 

There is a figure here but it is not as constant as the 20-percent 
figure has been on grant reservations. We do not know what this 
figure would be. 

For example, when we polled the towns as to the amount of money 
we would need for the balance of the year, we received a figure of 
$112 million. This we reduced to $80 million in sical the need 
for the $50 million supplemental, so we used more than the 20-percent 
factor there. 


URBAN PLANNING ASSISTANCE 


Mr. Yates. What about the question of urban planning? Does the 
Government have commitments of the same kind under that program? 

Mr. Waker. No, sir. We do not operate. This is committed as 
it comes in on applications. 

This urban assistance plan has become more commonly known as 
the “701 program” which has caught on across this Nation pretty 
much. 

Congress in 1959 increased the number of projects that would be 
eligible by increasing the population limit from 25,000 to 50,000. They 
said “Small communities” and then added “small counties under 50,- 
000,” and they broadened it so that a State government could name 
any one of its agencies to serve as a planning State agency which will 
increase the number of applications for State requests. 

At the moment, by polling the regions, we know there will be ap- 
plications for at least $3,700,000 of applications under this program. 
I refer to this year. 
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VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Yates. I refer to the Voluntary Home Mortgage Credit Pro- 
gram. The reason for the establishment of this program was to take 
care of the needs of minority housing substantially. Is that correct? 

Mr. Mason. And to get money into remote areas. 

Mr. Yates. What success has it had with respect to the housing needs 
of the minority group / 

Mr. Mason. It has been quite successful. 

Mr. Yates. In what way ¢ 

Mr. Mason. Do you want some figures? 

Mr. Yates. I want a review of what has been done over the year. 

Mr. Mason. We do not collect figures separately on this based on 
the color of a recipient. However, we only make loans for minority 
groups in metropolitan areas. 

In the metropolitan areas we placed 9,000 loans for about $90 million 
over the life of the program. 

Mr. Yares. In metropolitan areas? 

Mr. Mason. Yes. 

Mr. Yares. Will these be for members of minority groups? 

Mr. Mason. For minority groups. 

Mr. Yates. How many housing units are involved in the $90 mil- 
lion ? 

Mr. Mason. Nine thousand units. 

Mr. Yates. For the $90 million ? 

Mr. Mason. Yes. 

Mr. Yates. Isthat increasing year by year ¢ 

Mr. Mason. I would say from my observation that it is somewhat 
constant. 

Mr. Yates. Can you tell me from your statistics what portion of 
the $90 million was used in the city of Chicago? 

Mr. Mason. I think we could tell you but I do not have it here. 

Mr. Yares. I should like to know how it was broken down. Give 
us a table on it. 

(The information requested follows :) 

The primary statistics of the VHMCP are kept on a State-by-State basis, 
without a detailed breakdown between small towns and metropolitan areas. 
An applicant for VHMCP assistance in a small town or remote area is qualified 
by residence alone and no effort is made to establish whether he is or is not a 
member of a minority group. In some instances, the lender with whom a loan 


is placed may indicate on the placement card that the mortgagor is a member 
of a minority group. 


In metropolitan areas, an applicant for VHMCP assistance must be a member 
of a minority group to be eligible. Once this eligibility is established, the 
application and loan placement documents are appropriately marked for statisti- 
cal and record purposes. 








Owner-occupant loans 


Alabama 
Arizona____- 
Arkansas 
California. 
Colorado 
Connecticut. 
Delaware 
Florida 
Georgia. 
Idaho _. 
Illinois ! 
Indiana_. 
lowa_.. 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri_. 
Montana 
Nebraska 
Nevada 


New Hampshire _- 


New Jersey 
New Mexico. 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

W voming 


District of Columbia... 


Puerto Rico 


Subtotal 


Rental housing loans 


Florida 
Georgia 
I}linois (Chicago 
Subtotal 
Total 


Of thi 


Mr. Yares. Could you also in that table show 
was used for, whether it was multiunit ? 


Mr. M ASON. I doubt that. 
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Voluntary home mortgage credit program—minority loans 


through January 1960 


¢, 


1OF 


applicants ir 


l 


Individual 


203 


111 


30 


333 
690 


5, O11 


Mr. Frantz. We might be able to show that. 


Mr. Yates. Thank you, Mr. Chairman. 
Mr. Tuomas. Mr. Rhodes? 


placed 


Builder | 


January 1955 


——.. 
Total 

32 83 
59 96 
53 61 
247 810 
5 

l 

19 37 
23 317 
149 229 
7"| "3a 
49 141 
1 

28 120 
317 365 
178 217 
142 ~ 200 
142 

130 339 
45 6l 
76 

3 

8 30 
S4 110 
10) 13 
124 142 
204 388 
y2 229 
44 66 
13 

vO 134 
~ 48 

l 

V2 130 
054 1, 257 
SU 191 
30 

l 

20 33 
l 

333 

690 

ll 8, 522 
200 

4 

342 

546 

1 Ups 


the type of housing it 
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SOUTHWEST WASHINGTON URBAN RENEWAL 


Mr. Ruopes. I wanted to bring up a matter which came to my atten- 
tion at the time we were having hearings on the District of Columbia 
appropriations bill. It has to do with the Southwest Redevelopment 
Agency here in Washington. 

First, the Southwest Expressway is part of the so-called Inner Loop 
of the city of Washington. It is for the benefit of the community. 
It is financed about 90 percent by the Federal Government, but one- 
third of the cost of the Southwest Expressway was credited to the 
District of Columbia as part of its payment under the cost of redevel- 
opment of this Southwest area. | 

The question first is this: Is it proper under the law to make alloca- 
tions such as this? 

Second: Was not too much credit given the District for the cost of 
this particular edifice / 

Mr. Waker. I wish there were a good answer. This has been a 
controversial matter for a long time. 

The regional] office—and I happened to be the head of that regional 
office at that time—withheld the approval of the local grant made 
because we felt there was a duplication of Federal assistance. 

However, the local land agency is attempting to get a ruling from 
the Federal agency which states that that portion of the road which 
served the project should be calculated as a local grant-in-aid. 

Mr. Ruopes. From what Federal agency ? 

Mr. Waker. I would have to refresh my memory. I will be happy 
to give you a report. 

Mr. Ruoprs. Did it come from an agency under the Housing and 
Home Finance Agency ¢ 

Mr. Waker. No, sir. 

Mr. Ruoprs. I would like to know who finally agreed that that was 
the situation. 

Mr. Waker. It may have been the Comptroller General. 

Mr. Ruopes. He did not agree with it. 

Mr. Tuomas. Was it not the Park Service ? 

Mr. Waker. We will give you a complete written report. 

(The information requested follows :) 

The Urban Renewal Administration has approved to date local grant-in-aid 
credit in the amount of $9,991,066 for those portions of the Southwest Freeway 
System benefiting the urban renewal project areas B (UR DC 1-1) and © 


(DC R-1). A summary of the legal and administrative basis for approving this 
credit is as follows: 

(1) The legal authority relied upon for including the costs of the expressway 
as a “local grant-in-aid” of the District of Columbia toward the costs of project 
areas B and C is section 20(d) of the District of Columbia Redevelopment Act 
of 1945 as added by section 609 of the Housing Act of 1949, Public Law 171, ap- 
proved July 15, 1949, 63 Stat. 413, 442, which provides as follows: 

“Notwithstanding the limitation contained in the last sentence of section 
110(d) or in any other provision of title I of the Housing Act of 1949, the Ad- 
ministrator is authorized to allow and credit to the Agency such local grants- 
in-aid as are approvable pursuant to said section 110(d) with respect to any 
project or projects undertaken by the Agency under a contract or contracts en- 
tered into under this section and assisted under title I of the Housing Act of 
1949. In the event such local grants-in-aid as are so allowed by the Adminis- 
trator are not sufficient to meet the requirements for local grants-in-aid pur- 
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suant to title I of the Housing Act of 1949, the District Commissioners are hereby 
authorized to enter into agreements with the Agency, upon which agreements the 
Administrator may rely, to make cash payments of such deficiencies from funds 
of the District of Columbia. The District Commissioners shall include items 
for such cash payments in their annual estimates of appropriations, and there are 
hereby authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, the amounts necessary to provide for such cash pay- 
ments. Any amounts due the Administrator pursuant to any such agreements 
shall be paid promptly from funds appropriated for such purpose.” 

The limitation in the last sentence of section 110(d) of the Housing Act of 
1949, 63 Stat. 421, provides: 

“No demolition or removal work, improvement, or facility for which a State, 
municipality, or other public body has received or has contracted to receive, any 
grant or subsidy from the United States, or any agency or instrumentality there- 
of, for such work, or the construction of such improvement or facility, shall be 
eligible for inclusion as a local grant-in-aid in connection with a project or 
projects assisted under this title.” 

The Comptroller General of the United States thoroughly reviewed the ques- 
tion of the authority of the District of Columbia to receive credit for the por- 
tions of the expressway involved in the light of the above-cited provisions, to- 
gether with the legislative history and intent respecting such provisions. In a 
memorandum to the HHFA Administrator, dated December 15, 1958, the Comp- 
troller General concluded that the grant-in-aid credit was authorized by such 
provisions. 

(2) The administrative authority to allow the grant-in-aid credit for the 
freeway finds its basis in the following facts which exempt the freeway facilities 
from the Urban Renewal Manual restriction on credit for the cost of facilities 
of communitywide benefit. 

The tentative approval of a portion of the facility as a noncash grant-in-aid 
credit was based upon direct benefits to be derived by the projects from the 
facility. 

As originally planned, the high volume, high capacity Inner Loop highway was 
to traverse the project areas on two one-way grade level streets—F and G. 
When the southwest area was selected for redevelopment by RLA, it was recog- 
nized that the two proposed grade level streets would impair the sound re 
development of the area by lowering values for residential neighborhoods, by 
providing an inadequate barrier between proposed residential and commercial 
areas, and by leaving the commercial area with inadequate access. To over- 
come these objections the construction of an expressway along the northern 
line of F Street was proposed. 

The cost of the expressway across the entire Southwest area was estimated 
at that time at $23 million in contrast to the $11 million estimated for the 
earlier proposal. There was local agreement that the difference was more than 
offset by the advantages of the expressway design to the community and to the 
projects. In computing the noncash grant-in-aid credit to be allowed because of 
direct benefit to the projects, intangibles, such as better access, were disre- 
garded. Instead the allowance was based on the removal of two high-volume 
traffic lanes from G Street and their incorporation into the expressway design; 
thus not only leaving G Street to be improved for purely local traffic but also 
reducing the amount of through traffic passing through the project areas. The 
two lanes thus removed form one-third of the expressway which will be con- 
structed as a six-lane divided highway. On this basis one-third of the cost of 
the facility was tentatively allowed as noncash grant-in-aid credit for the 
projects involved. 

The direct and substantial benefits gained by the removal of the heavy 
through-traffic load from G Street will accrue to properties throughout the 
project areas, their users, and the success of the redevelopment plan in general. 
Therefore we consider the costs attributable to the removal of this traffic are 
properly classified as noneash grants-in-aid to the projects. Although the 
credit was allowed because of the direct and substantial benefits to the project, 
it should also be noted that the first policy announcement with respect to the 
ineligibility for noncash grant-in-aid credit of facilities of citywide benefit did 
not occur until LPA Letter No. 29 was issued in February 1954, which was 
nearly a year after the approval of a portion of the cost of the expressway as 
a noncash grant-in-aid for project area B. 


pe 
of 
ac 
ge 





p 
p 


(> 





921 


When project area C was approved in 1957, the financing plan also included a 
portion of the cost of the expressway as a noncash grant-in-aid. The approval 
of this item for noncash grant-in-aid credit was consistent with the treatment 
accorded the facility in the adjoining project area B and in accordance with 
general understandings reached when it was decided to eliminate the grade 
jevel streets and to construct the expressway. 


COST OF LANDS IN SOUTHWEST PROJECT 


Mr. Ruopes. Also with regard to the Southwest Redevelopment 
Agency, there was a lot of confusion about the price which should be 
paid by the redeveloper for the land. At the time we held hearings 
on this bill there was some indication that the partners who were re- 
developing this area were not getting along personally and that is one 
reason that the project had not progressed. 

I was critical of the way the contract was drawn because apparently 
it was not possible under the contract to anticipate a breach of the 
contract even though there was a time limit, and to get the partners 
to give up the contract either voluntarily or involuntarily, without pay- 
ment of exorbitant sums in damages. 

Do you know anything more about the situation than I have just 
related / 

Mr. Waker. I can straighten out the confusion so far as cost of 
the land is concerned. 

Mr. Rniopes. Very well. 

Mr. Wacker. We issued a letter called LPA letter 84 which per- 
mits negotiation with redevelopers. 

This letter was followed up with one other redeveloper. 

When the contract for the other redeveloper reached the required 
public hearing, someone there presented a larger offer for the land 
inmoney amount. 

Actually the public hearing was not any longer an auction on the 
land. It was a public hearing on a contract, and the actual offer was, 
in effect, out of order. 

However, the local land agency did not say this and received some 
publicity, as you well remember, and as Regional Administrator at 
that time I felt that, with the local agenc y having failed to close off 
negotiations, then it was incumbent upon him to pay the offered price. 

We insisted on this and that brought some confusion. We raised 
the price from $2.50 to $3 a square foot. 

Mr. Ruopes. The offer was $4. 

Mr. Waker. No: there was no offer at that figure at the hearing 
There was conversation of an offer of $4 but there was no actual offer 
at the hearing of $4. 

Mr. Ruopes. You mean there was no bona fide offer ? 

Mr. Waker. That is right. 

Mr. Ruopes. The GAO states in its report- 

However, interim uninvited offers of up to $4 were received. One source 
offered to reimburse the redeveloper for all his preliminary costs. 

You state now that the $4 was a gratuitous thing without any back- 
ing so far as dollars and cents were concerned. In other words, there 
was no firm offer to complete a contract ? 
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Mr. Waker. That is right. The $3 offer, which was permitted, 
even though permitted out ‘of order, was a bona fide offer made right 
there in the public hearing. 

The $4 was conversation outside of the hearing. 

Mr. Ruopes. So the redeveloper then was called upon to meet the 
price offered in the hearing ¢ 


Mr. Waker. Which he did, yes. 
SOUTHWEST PROJECT PROGRESS 


Mr. Ruoprs. You have no knowledge as to the present progress of 
this particular redevelopment program 4 

Mr. Wacker. Of course, Southwest has been a difficult project, as 
you know. 

They have broken ground now. One redeveloper has not only built 
one building which you see down there and which, amazingly enough, 
despite the ‘fact it sits in a sea of rubble, is some 70- percent ‘occupied. 

They have broken ground for the additional structures, and it is my 
understanding that the other rede sveloper either has or is about to 
meet the terms of his contract. 

The LPA has served notice on him that even if the contract is not 
specific as to its possibility of termination that unless he performs 
under the contract they will take what action they can to terminate it. 

Mr. Ruopes. I hope that in the future, contracts of this type will be 
in such form that anticipatory breaches can be considered. It cer- 

tainly does not make any sense to sit around for 3 years when you 
know perfectly well within a year and a half that a contractor cannot 
possibly perform and still have no way to break the contract. 

He has you over a barrel, really, because if you do not make certain 
concessions to him then instead of losing just a year and a half you 
lose another year and a half making up a total of three, so you are 
quite likely to make certain concessions to him in order to get the 
program underway. 

Mr. Warxer. One of the things that worries me about the District, 
from the angle of accelerating action and performance, is the con- 
demnation procedures. There is this requirement of a look by the 
jury. 

This has delayed some of these demolitions and clearance of total 
sites as long as 2 years. 

The law is peculiar in that it states before there can be a jury 
award there must be an actual look at the parcel. 

In most instances we are able to get this simply on the basis of 
appraisals prior to the jury award and with testimony from com- 
petent appraisers at the hearings. 

This has seriously delayed ‘the Southwest project in Washington. 

Mr. Ruopes. Do you know whether anybody has asked the Legis- 
lative Committee to take that under c onsideration ? 

Mr. Waker. I do not; no, sir. 

Mr. Ruopes. That is all, Mr. Chairman. 

Mr. Tromas. Thank you very much, gentlemen. 

We always like to do business with you. 


Mr. Mason. Thank you, Mr. Chairman. 
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Turspay, Marcu 8, 1960. 
FEDERAL HOUSING ADMINISTRATION 


WITNESSES 


JULIAN H. ZIMMERMAN, COMMISSIONER 

HORACE B. BAZAN, ASSISTANT COMMISSIONER FOR ADMINISTRA- 
TION 

CARLOS W. STARR, DIRECTOR, BUDGET DIVISION 

LESTER H. THOMPSON, COMPTROLLER 

ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

JOE B. MONTGOMERY, DEPUTY DIRECTOR, BUDGET DIVISION 

N. J. EISEMAN, ACTING AGENCY BUDGET OFFICER, HHFA 

CYRUS SWEET, DEPUTY COMMISSIONER 

WILLIAM PAINTER, ASSISTANT COMMISSIONER FOR PROGRAMS 


ADMINISTRATIVE EXPENSES 


Program and financing 


1959 actual 1960 estimate | 1961 estimate 


Program by activiti 


1. Home modernization and repair insurance program 


' 
title I, sec. 2 $970, 301 $1, 030, 000 $1, 105, 000 

2. Basie 1-4 family mortgage insurance program (title I, | 
sec, 8; title II, secs. 203 and 222 4, 875, 706 4, 923, 500 | 5, 403, 000 

3. Basic multifamily mortgage insurance program (title 
II, sees. 207 and 213 706, 278 761, 500 | 855, 000 

4. Urban renewal, rehabilitation and relocation mortgage | 

insurance program (title II, secs, 220 and 221 317, 770 340, 000 | 377, 000 

5. Armed services mortgage insurance program (title | 
VIID 227, 862 | 228, 200 | 238, 000 

6. Emergency and other special incentive programs 
titles VI, VII, and IX 773, 455 816, 800 | 822, 000 
Total obligations 7, 871, 372 8, 100, 000 | 8, 800, 000 

Financing } 
Unobligated balance no longer available FOE BUR Leectdtentatociaetnbecei a ace 
Limitation 7, 941, 500 8, 100, 000 | 8, 800, 000 


Object classification— Administrative expenses 


1959 actual | 1960 estimate | 1961 estimate 











Total nutaber of permanent positions. ....................-. | 1,014 | 1,051 1,096 
Full-time equivalent of all other positions...................-.] 1 | 1 1 
Average number of all employees... ............-.-.-....---.. 922 974 1,024 
Number of employees at end of year__.......-..-- i a iailade ion lod 962 985 1,070 


Average GS grade and salary. -_......--........--------------| 7.4 $6,029] 7.4 $6,014 


|== = —— 





01 Personal services 
POEINOINE TORAOUN gg occa cccsusnestecececcus -----| $5,957,356 $6, 231, 000 $6, 570, 410 








Positions other than permanent...-- 3, 000 3, 000 

SPREE SOURCE DENIC 6 ci nnn eaeck ca scucdscne 147, 000 125, 000 

Total personal services..........--- sumaental 6, 117, 380 | 6, 381, 000 | 6, 698, 410 

I a OE a rg aS es Seas 307, 716 280, 000 305, 000 

03 Transportation of things.............. 5 5, 820 6, 115 

04 Communication services 81,950 | 85, 000 

05 Rents and utility services__- 632, 300 730, 000 

06 Printing and reproduction ; 65, 250 | 169, 685 

07 Other contractual services__....... 198, 270 204, 405 

08 Supplies and materials 70, 810 106, 385 

ll Grants, subsidies, and contributions. . 380, 000 400, 000 
a seenunas. gurarué, and indemanities.........-<<cccdemoccand, |. Ge Picenbe nn cz. cn besccecne 

15 Taxes and assessments 4,600 | 5, 000 








Total obligations. - - a ae < 7, 871, 372 8, 100, 000 8, 800, 000 











924 
NONADMINISTRATIVE EXPENSES 


Program and financing 


1959 actual | 1960 estimate | 1961 estimate 
Program by activities 
1. Home modernization and repair insurance program 
(title I, sec. 2 ; $3, 774, 419 $3, 539, 600 $3, 436, 200 
2. Basic 1-4 family mortgage insurance program (title I, 
sec. 8; title II, secs. 203 and 222) 36, 473, 945 37, 135, 400 39, 306, 50% 
3. Basic multifamily mortgage insurance program (tith 
II, secs. 207 and 213) 2, 192, 051 3, 686, 800 3, 549, 800 
4. Urban renewal, rehabilitation and relocation mortgage | 
insurance program (title IT, sees. 220 and 221) 786, 374 1, 319, 700 1, 484, 500 
5. Armed services mortgage insurance program (title VIII 684, 41( 450, 600 464, 300 
6. Emergency and other special incentive programs (titles 
VI, VII, and IX) ducheo. 1, 988, 383 1, 867, 900 1, 758, 700 
Total obligations 45, 899, 582 48, 000, 000 50, 000, 000 
Financing: Unobligated balance no longer available 135, 418 
eee et ei ‘, 46, 035, 000 48, 000, 000 50, 000, 000 
Object classification—Nonad ministrative expenses 
1959 actual 1960 estimate | 1961 estimate 
Total number of permanent positions 6, 100 6, 516 6, 573 
Full-time equivalent of all other positions vy 4] {8 
Average number of all employees. 5, 773 6, 109 6, 304 
Number of employees at end of year. - 6,171 6, 61 6, 673 
Average GS grade and salary. ...-.-.- : c 7.4 $6,029 | 7.4 $6,014 | 7.3 $6, 045 


01 Personal services 


Permanent positions $34, 721, 654 $36, 809, 200 $37, 940, 901 
Positions other than permanent 437, 857 249, 300 291, 300 
Other personal services_... ¢ 1, 139, 580 815, 800 727, OO 
Total personal services , 36, 299, 091 37, 874, 30 38, 959, 200 
02 Travel 2, 797, 392 2, 924, 000 3, 350, TOK 
03 Transportation of things : 150, 71 159, 40; 164, 600 
04 Communication services : 80, 097 874, 30 877, 20 
05 Rents and utility services 1, 867, 042 2, 236, ( 2, 284, 200 
06 Printing and reproduction 394, 216 409, 000 $22, 500 
07 Other contractual services 508, 357 528, 3K 881, 400 
08 Supplies and materials 360, 57 381, TOM 13, GOF 
09 Equipment 146, 708 280), 00 25), OF 
11 Grants, subsidies, and contributions__- : 2. 171, 665 2, 306, TOK 2, 389, 000 
13 Refunds, awards, and indemnities 19, 2 
15 Taxes and assessments 24, 619 26, Si 2 ) 
Tot ligation 45. 299. 5S {8 ) ". x 


Mr. Tuomas. We have with us this morning the Federal Hous- 
ing Administration. 

We are pleased to have this distinguished group with us, Mr. Zim- 
merman, the very able Commissioner, and his very competent group. 

1 understand our outside liability is only $28 billion on the in- 
surance fund now ? 

Mr. THompson. It is a little more than that. 

We have a reserve, however, of $813 million. In addition to that 
we have valuation reserves on acquired properties on hand of $145 
million. 

Mr. Tuomas. Add them both together, then, and that makes 17% 
percent of your total outside liability. How long will that 17% per- 
cent last if we really get into trouble / 

(Discussion held off the record. ) 

Mr. Tuomas. Mr. Commissioner, I see you have a fine statement 
here. It is good to see you. 
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GENERAL STATEMENT 


Mr. ZimmMerMAN. Mr. Chairman and members of the committee, 
it is a pleasure and a privilege to be with you. I know that you 
have a good idea of what the Federal Housing Administration is 
up against in trying to budget for an operation as dependent as ours 
is upon the unpredic ‘table forces in the money market. 

After the biggest fiscal year in our history, we are now in the 
midst of one that. would be even bigger but for the fact that mort- 
gage money has tightened and become more expensive. While we 
had foreseen some temporary tightening because of the unprecedented 
rate of mortgage financing ‘and the keen competition for investment 
resources at this stage in our expanding economy, the inadequacy 
of mortgage financing has been both more severe and more persistent 
than expected. Despite the record level of both total and FHA-in- 
sured mortgage financing in the calendar year of 1959, the tighten- 
ing mortgage market in the last half of the year resulted in dis- 
proportionate reductions in FHA activity. A few signs of easing 
in inside for FHA mortgages are only now beginning to appear, 
whereas we had expected | a more-than-seasonal upturn to be taking 
definite shape by this time. 


FLUCTUATING WORKLOAD AND NEED FOR CONTINGENCY 


Accordingly, in the budget that we have presented to you we have 
scaled down somewhat our revised estimate of volume for the current 
year and have adjusted downward from the 1961 estimate that we had 
originally prepared last September for presentation to the President. 
Now, however, the persistence of tight money so far into the current 
fiscal year may well have the effect of pushing into the next fiscal year 
a substantial portion of the business that we otherwise would have 
received this year; and, with the probability that easing money will 
free much of the pent-up demand, the 1961 fiscal year—especially the 
second half, as money moves through the pipelines—could substan- 
tially exceed our estimate, leaving us unprepared to handle added 
work if advance provision Is not m: ade for an emergency authorization 
of operating expenditures. 

This, in greater or lesser degree, has been the history of FHA—un- 
predictable deluges of nondeferrable business. My use of the word 
“unpredictable” is perhaps not entirely correct. We usually can see 
the volume coming, for we have pretty good measures of demand; but 
economic and market factors beyond our control almost. inevitably 
influence the timing of its arrival to such an extent that estimates made 
as far ahead as required for the budget process just cannot be entirely 
reliable. 

Within the last year we have restudied very carefully the whole 
history of FHA’s ups and downs in volume as related to its budget 
estimates and expense limitations. We have considered all of the 
serious ill effects of struggling frantically to give the public value 
received in the services paid for during the frequently recurring up- 
surges of volume that catch us without authority to use enough of our 
income for operating expenses. There is, in fact 


, no way that we can 
give the public what it pays for o 


r to achieve the intended purposes 
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of the Housing Act during such periods of pronounced or prolonged 
understafling. Despite long hours of rush work, the backlogs rise, 
Builders are delayed 6, 8, even 10 weeks in getting construction under- 
way; construction in progress often must be halted, with costs mount- 
ing, while awaiting FHA inspections. People buying and sellin 
homes are kept waiting and put to extra expense, inconvenience a 
hardship as they often must defer settlement and moving, sometimes 
having to continue mortgage and maintenance costs on a vacated home 
after having assumed a full housing expense upon a new home, or 
having to pay rent on the new home pending settlement, or Pea 
other Saad buying or selling opportunities while waiting for FH: 

to complete its part in a prospective transaction. By the same 
token, real estate agencies, after heavy investment of time and effort, 
frequently forfeit sales as a result of FHA delays; and mortgagees 
suffer losses through their inability to deliver mortgages to secondary 
market purchasers 1 in accordance with commitments. 

Moreover, the ill effects do not end when the volume of business and 
the staffing in FHA get back in balance. The public is left with hous- 
ing based 1 upon often inadequately examined plans and specifications, 
housing that often has been inspected too hurriedly during construc- 
tion, and housing values that frequently have been in some degree too 
hurriedly determined by an inadequate appraisal staff; and the FHA 
thereby may be c “ommitted to an over all insurance risk of less economic 
soundness than would otherwise prevail. 

As is further explained in our justification, we have, therefore, 
proposed to you a provision of appropriation language that we sin- 

cerely believe will go far toward relieving the difficulties previously 
encountered, assuming, of course, that the basic expense limitation 
remains in line with our 1961 estimate. 


EXPENSES GEARED TO WORKLOAD 


As for that estimate, we considered it to represent the most reason- 
able expectation possible at the time it was made; and we now feel, as 
T have said, that present developments are making it even more con- 
servative than when it was first presented. As our experience has 
shown, the later the arrival of an overdue upturn, the sharper and 
higher it is likely to be. 

Fundamentally, our estimates of work volume have been translated 
to manpower and other expense requirements on the same basis as in 

recent years, except that we have, through additional improvements in 

work methods and procedures, tightened our expected production 
‘atios to make the expense dollar go further in providing thorough 
processing and prompt service. 

We feel that our budget has been soundly developed. We have tried 
to make our presentation as clear and understandable as possible, con- 
sidering the mass of information included in it. We will do our best, 
of course, to provide any additional facts that you may wish. 

I thank you. 

Mr. Tuomas. That is a fine statement and certainly the budget is 
an excellent one. It has a wealth of material in it, well documented, 
and your staff deserves a lot of credit. It is quite comprehensive and 
very understandable. 
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I note that you are back about a year on new starts for 1959, 1960 
is well off, and you anticipate 1961 will be another glorious year. 
How long will that low last? What is your best estimate ? 


HOUSING MARKET OUTLOOK 


Mr. ZimMERMAN. Well, Mr. Chairman, I am of the opinion that we 
are going forward for an indefinite period of time. For years I 
think we will experience a continual uptrend in the market demand. 
It will be affected by money-market conditions. We may go through 
a period of time such as we are in now where, because of ‘the high cost 
of money, housing starts, and FHA’s business will drop down. 

I believe, however, over a period of years it will average out on the 
basis of a general gradual upturn. 

Mr. Tuomas. Your justification clearly indicates that it is the opin- 
ion of the FHA that the money market will loosen up, if not by the tail 
end of fiscal 1960 certainly no later than the beginning of the second 
quarter of 1961, perh ips the first of September of this year. 

Mr. ZimMeRMAN. That is right. 

Mr. Tuomas. Do you still stand by that statement ? 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Tuomas. You said this upturn will last indefinitely. I presume 
you base that, and you so state in your justification, on new family for- 
mations, and so forth? Does that period of indefiniteness exceed 5 
years, 6 years, 10 years, or how long ? 

Mr. ZimmeRMAN. I imagine—I would say into the foreseeable 
future. 

Mr. THomas. A period of 6 or 7 years? Is that a firm guess? 

Mr. Zimerman. Yes; except I would know of no reason to termi- 

nate it at the end of 6 or7 years. You could speak in terms of 40 years 
for that matter. 

Mr. Tuomas. Your statement clearly indicates one thing, or two 
things—one, the money market will loosen up in the next 6 or 7 months; 
there is no such thing asa saturation in the housing market as of today 
or within that period of time you thought the glow would last, another 
6, 7,8, or 10 years. 

In many sections of the country you hear a murmur, a complaint, 
that the housing market already is saturated. In some localities they 
say they are overbuilt in homes. 

Mr. ZimMeRMAN. I do not believe so far as the national inventory 
of housing is concerned that anybody makes such a claim. 

Mr. Tomas. They are in spotty locations. 

Mr. ZimmerMAN. Yes. Where you have had some conditions develop 
which have affected employment in a particular area, such as my home- 
town, for that matter-—— 

Mr. Tuomas. Are you able to pinpoint those areas where housing 
saturation perhaps exists today ? 

Mr. ZimmerMAN. I would give as the example best known to me 
my hometown, Wichita, Kans., where there have been substantial lay- 
offs of aircraft workers, as many as 12,000 employees in a little over a 
year. 

For a town the size of Wichita this is not easy to absorb. Because 
of this change in demand you have what I think you would call a 
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condition of perhaps some saturation, perhaps some oversupply. It 
may take several years—— 


HOUSING STARTS 


Mr. Tuomas. I believe your estimates of new starts in fiscal year 
1961 is estimated at about 1,330,000 new starts? 

Mr. ZIMMERMAN. Right. 

Mr. Tuomas. That will give you a total construction increase from 
26 percent in the national effort to 28 percent ? 

Mr. ZormerRMAN. Yes. 

Mr. Tuomas. I think it should be made clear for the record at this 
point that new construction starts by FHA, and the public generally 
thinks that is all of their business when in truth and in fact it is just 
about 50 percent or perhaps less than 50 percent of the overall duties 
and obligations—— 

Mr. ZrimmerRMAN. Substantially less than 50 percent, sir. 

Mr. Tuomas. And the other part of those duties and obligations 
is the servicing of mortgages already in existence. Another includes 
renovation and modernization of old houses. 

What part of your total workload in 1960 will be dealing with old 
houses ? 

MORTGAGE INSURANCE ON EXISTING HOUSES 


Mr. ZrowmerMAN. As far as mortgage insurance is concerned, the in- 
surance of loans on old houses represents about 60 percent of our 
business; at the present time and for the last year or so, 40 percent 
on new housing. 

Mr. Tuomas. And with the issuing of insurance on old houses 
translated into everyday language that means expenditures of funds 
for modernization, repairs, improvements, and so on. 

Mr. ZimmerMAN. I was thinking specifically of the financing of 
someone who buys an old house. “I was thinking of the “203 pro- 

am.” 

I think you are talking about title I, the home loan improvement 
program. 

Mr. Tuomas. No, I was separating that. That is another func- 
tion. 

After you issue insurance on old houses, do modernization pro- 
grams generally follow or precede ? 

Mr. ‘ZIMMERMAN. I think it has probably preceded the endorse- 

nent of our insurance. 

When a family is buying an old house, anything that the seller 
intended to do probably is done before the sale was transacted. 

Mr. Tuomas. What I am trying to get at is a translation of that 
program in terms of employ ment and jobs. 

Does it necessarily follow, then, that 25 to 40 percent of your 
activity does not entail any new employment or the purchase of any 
new materials? 

Certainly when you build a new house and when you get into a 
new start you touch every facet of the economy. What about in 
issuing of insurance on an old house ? 
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Mr. ZormerRMAN. I suspect that most existing houses that go on 
the market for resale have had some measure of maintenance and 
repair and general upgrading done. 

Mr. Tuomas. But you cannot tie any specific employment in the 
way of modernization of a house to this program of issuing insurance 
on an old house ? 

Mr. ZimMERMAN. I do not believe I could. 

Mr. Srarr. I might give you a little statistic. Out of the existing— 
which is about 60 percent of our one to four family housing—we have 
to go out and make inspections on one out of four, indicating there 
was some structural or other type of improvement that we felt our 
inspector should see, prior to endorsement. We would inspect the 
house if it had to have a new roof, or if the porch underpinnings had 
to be fixed, but we have no way of knowing how much employment 
that creates. 

In one out of four we have inspections by the staff. After our ap- 
praiser sees it he can visualize if it needs something done. 

Mr. Tuomas. Certainly you appraise them all before you issue 
insurance ¢ 

Mr. Srarr. I speak of in addition to the appraiser. We will send 
out a construction inspector who is more familiar with what needs 
to be done to put it back in shape than the appraiser. 

I don’t know how you mal convert that into manpower but there 
isa certain amount of it there. 

Mr. Tuomas. You reiterate a dozen times in your justification, and 
it is quite obvious, that your workload is dependent on the general 
economic condition of the country, and your requirement here for 
administrative and nonadministrative expense is tied directly to your 
workload. 

Mr. ZIMMERMAN. That is right. 

Mr. Tuomas. Of course, that is true of any agency. We do not as- 
sume an agency will not be spending money and not be producing. 

I was wondering what you base your optimism on, specifically with 
regard to the reduction in interest rates. 


INTEREST RATES 


Mr. ZimMERMAN. I will make a few general observations and then 
perhaps Mr. Thornton can make more specific observations. 

We have seen now for some weeks a stability in the mortgage mar- 
ket that had not been present for several months. In fact, our latest 
information reflects somewhat better prices on mortgages than even 
a week or two ago. 

We believe, considering the factors over which we have no control, 
the part that the Government will play in the market, the less than 
anticipated industry demands for capital improvements and main- 
tenance of inventories, it now appears, according to my information, 
that there will be more money available to flow into the mortgage 
market. 

Mr. Tuomas. Does that mean that FHA will reduce its interest 
rate ? 


Mr. ZimmMeERMAN. It does not mean that that. is possible in the im- 
| mediate future. 
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At the present time the national average on FHA insured mort- 
gages, and we base this upon a 10-percent downpayment, 25-year 
mortgage available for immediate delivery, which is just gq 
standard—— 

Mr. Tromas. What is the FHA rate now? 

Mr. ZimMeERMAN. Five and three- quarters percent on single family, 

Mr. Tuomas. When did you raise this? 

Mr. ZrmerMAn. In September. 

Mr. Tuoomas. From what figure ? 

Mr. ZiaMeRMAN. Five and a quarter. 

Mr. Tuomas. A half of of 1 percent ? 

Mr. ZimmerMAN. Yes. At the present time the average secondary 
market price is 96.4. We would be expecting to lower the interest 
rate at a time that this reaches par. I suspect that even with our opti- 
mistic forecasts we are not suggesting that that would occur earlier 
than late this calendar year. 

Is that right, Mr. Thornton ? 

Mr. THornton. That is about right. 


CONTINGENCY EXPENSE PROPOSAL 


Mr. Tuomas. I note the committee print calls for a 15-percent in- 
crease in your limitation at the discretion of the Commissioner. This 
is tantamount to a blank check, is it not ? 

Mr. ZimmerRMAN. I do not really believe so. 

Mr. Tuomas. What I noticed in this particular reference is that 
you ably set out a very good argument for that, but the other side 
of the coin is that here we are in 1960 with a decreased workload and 
yet the administrative and nonadministative expense for 1959 was an 
increase over 1958, and 1960 is an increase over 1959, and yet it does 
not reflect that decrease in workload. 

Mr. Starr. I might speak to that a moment if I may. 

Mr. Tuomas. You may have to speak longer than a minute, I 
imagine. Go ahead. 

Mr. Starr. In 1959 we had a record year. We backlogged, as you 
know, and you had some complaints, I am sure, in many offices 6, 8, 
10 weeks. Everybody was on our neck and some perhaps on your 
neck. Our people were working all hours. 

We produced that year more than we should have. We may pay 
for it later. We may be paying for it now. 

Mr. Tromas. What do you mean by that ? 

Mr. Srarr. Well, when you work a man 10, 12 hours a day, and on 
Saturdays there is always a ae of whether his efficiency and 
judgment is impaired by that. I do not know. I emphasize this by 
saying we may have to pay for it in acquiring properties one of these 
days; I don’t know. 

Anyway, in addition, in 1959— 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 


FEE APPRAISALS 


Mr. Starr. Another thing for 1959, we were so jammed up we had 
to farm out appraisals which do not show, $514 million worth. 
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Mr. Tuomas. Is that under the nonadministrative expense? 

Mr. Srarr. That is outside of the budget. 

If you wanted to draw a dollar comparison you would have to add 
that to the other. 

Mr. Tuomas. Then you exceeded the limitation in the nonadminis- 
trative expense. Did that create a deficiency ? 

Mr. Starr. This was by means of refunding application fees for the 
payment of appraisals made by people other than our staff appraisers. 

Mr. Tuomas. It is still part of the nonadministrative expense. How 
did you get around the antideficiency law ? 

Mr. Srarr. It did not come out of the appropriated funds or the 
limitation that you folks have. 

Mr. Tuomas. Where did it come from? 

Mr. Starr. It came from the mortgagee whose application fees 
were refunded. It did not enter our reserves. 

Mr. Tuomas. If it did not end up in the reserves it was by virtue 
of the fact you spent it. You violated the antideficiency law and ex- 
ceeded the appropriation. 

Mr. ZimMERMAN. The rationale is a system I inherited, and I think 
it is sound on the basis we have been operating in the past. I am 
hoping it can be avoided in the future by this contingency factor that 
the Chairman mentioned. 

It seems to me it is more in the nature of the industry doing and 
paying for part of the processing that would otherwise have been 
done by FHA staff. 

As we are doing it now in the certified agency program, instead 
of a staff appraiser performing his function it 1s performed by 
the industry and we forego part of the income that we otherwise 
would receive had it been performed by the staff. It is simply a 
device to try to keep our heads above water when the volume so 
far exceeds the budget estimates. 

Mr. Tuomas. Why come over here at all, then, Mr. Commissioner? 
If you violate the antideficiency law to the tune of $514 million why 
worry and come here at all? What does the General Accounting Office 
say about this ? 

Mr. Starr. They have said nothing to my knowledge. I am sure 
they are aware of it. 

As the Commissioner indicated this is a program started prior to 
his coming and I am sure it was cleared through our legal division. 

I never myself cleared it but I am sure it was. 

Mr. THomas. How long has that practice been going on ? 

Mr. Starr. Since 1958. 

Mr. Tuomas. During that time you have had two deficiencies. You 
had a deficiency in 1958, as I recall it. 

What was your deficiency in 1958? Does anybody have that figure? 

(Discussion held off the record. ) 

Mr. Tuomas. Continue with vour statement. 

Mr. Starr. Then in fiscal 1959 

Mr. Tuomas. Did you carry that $5 million or $5.5 million addi- 
tional expenditure outside the limitation into 1960? 

Mr. Srarr. In 1960 we will probably end up with about a third 
as many fee appraisals as we had in 1959. I think we have about 
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75,000 already and we did 282,000 in fiscal 1959 if my memory serves 
me. 

In January there were 4,400, I believe. 

Another workload item, beginning with 1960, was a tremendous 
backlog, probably 109,000 units carried over from fiscal 1959 that we 
are having to process and which we hope to get out this year. 

Mr. Tuomas. Here is the letter from Mr. Mason. It states: “We 
will waive our own fee in these cases to keep our procedure simple, 
so that the public does not have to pay twice.” 

I believe that is the only mention. 

Here is the letter. Do you find mention in there other than the 
sentence I just read that will go beyond the limitation? As a matter 
of fact, it does not even say that. The assumption is that it would 
be within the limitation. 

Do you find anything that would negate that assumption? 

Mr. Starr. If this is read it will talk about the refunding of a fee 
which would go to the independent appraiser so that the bank would 
not have to in those cases charge an extra fee for the appraisal of 
the property, and any such charge, of course, would be passed on to 
the ee 

Mr. Tuomas. Do you find anything in the letter which indicates 
that the limitation will be exceeded by $5 million to $514 million? 

Mr. Srarr. No, there is no dollar amount mentioned. I do not even 
know if the limitation is mentioned here. 

This is the letter I had reference to, though. I know it deals with 
the fee appraisers and I can read the whole letter if you would like 
me to. 

Mr. Tuomas. We have read it two or three times. The letter does 
not indicate there will be any violation of the limitation. I naturally 
assume from the letter, by virtue of its broad general terms, that that 
method of procedure would come squarely within the limitation and 
it would be used only in places which were rushed, and those places 
are set out. 

The assumption is that in the other offices that were not rushed the 
funds would be taken from that operation. 

Mr. Srarr. The way it operated from the beginning, and still op- 
erates, Mr. Chairman, is that when we receive an application fee on 
a property on Union Street, for example, if we are jammed up and 
cannot make the appraisal, that is assigned out to an independent ap- 
praiser. After the assignment has been completed the fee that we 
collected on that application is in turn paid to the mortgagee—$20, 
and it has not come out of the limitation. 

I regret there was an idea conveyed that it would come out of the 
limitation. If it had we would not have been able to have paid for 
it because there was not enough money in the limitation. We would 
have been right where we started, because we can hire them if we 
have the money and a little time. We can hire them and get more for 
our money that way than we can under this procedure. 
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Mr. Tuomas. How much do you anticipate in 1961 outside the 
limitation ? 

Mr. Srarr. We have 132,000 in the estimate. That would be $2,- 
640,000 at $20 each. 

Mr. Tuomas. Where is that set out in the justifications ? 

Mr. Srarr. You will find the workload on page 134. The dollar 
amount is not shown, however. 

It indicates there that we expect to have 132,000 fee appraisals 
during the budget year, and multiplied out that would be 

Mr. Tuomas. What page? 

Mr. Srarr. 134. 

Mr. Tuomas. That is on the other objects ? 

Mr. Starr. Just before the other objects, Mr. Chairman. 

Mr. Tuomas. In “Field Personnel” ? 

Mr. Srarr. Yes. 

Mr. Tuomas. FHA and fee appraisal. You always have had this 
item of fee appraisals, have you not? 

Mr. Starr. It started in 1959. 

Mr. Tuomas. It is still silent about going over and above the 
limitation. 

Mr. Starr. There is no limitation set at all. 

Mr. TuornTon. It does not constitute an FHA expenditure. It is 
an expenditure by the mortgagee. 

Mr. Tuomas. In all instances? 

Mr. Starr. Just in the fee appraisals. 

Mr. Tuomas. If you do it you keep the fee ? 

Mr. Srarr. That is right. 

Mr. Tuomas. What isthe fee, $20? 

Mr. Srarr. That is right. 

Mr. Tuomas. What are your other fees? 

Mr. Srarr. We have no other fees at the present time except the 
inspection fee on multifamily housing at $5 a thousand, and the appli- 
cation fee we are talking about here. They are the only fees we have 
at the present time. 

Mr. Tuomas. What about the general one-half of 1 percent ? 

Mr. Srarr. That is mortgage insurance premium. That is the big 
income really. 

Mr. Toomas. And the two other little fees are over and above that? 

Mr. Srarr. Those are initial processing fees. The other is a recur- 
ring annual fee. 

I do not recall what our breakdown of that overall income is. 

Mr. Tuomas. How many extra people over and above your limi- 
tation are you employing now in the way of outside appraisers? Give 
me that as of January 1, 1960. 

Mr. Srarr. We have a total of around 4,000 from coast to coast. 
We are using very few of them at the present time. 

This is from memory, but I think in January we had 4,400 outside 
appraisals performed. 

Mr. Tuomas. What did you spend during the month of January 
on that ? 
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Mr. Srarr. $88,000 for the 4,400. 
In some of these it is cheaper for us to do it this way. In others it 
is not. 
If it is a case of 50 or 75 miles away and you have only one case it 
is cheaper to have a man there do it. 
If you travel a mana long distance to do it it is more expensive. 


Mr. Tuomas. Nobody can argue with you about that, but the ques- 
tion is—— 


Mr. Starr. We have had that system over the years. 

Mr. Tuomas. The question we are concerned with is why it does 
not show up in the limitation. 

Mr. ZimmerMAN. It was never intended to show up in the limita- 
tion or I would have included it. 

Mr. Tuomas. What is the purpose of the limitation, then? 

Mr. Srarr. Of course, the appraisal work is probably only 15 or 
17 percent of our total work. The limitation would be controlling on 
everything else. 

Mr. Tuomas. The limitation controls appraisals done by your own 
staff, does it not ? 

Mr. Srarr. Yes. 

Mr. Tuomas. How do you differentiate between the two? 

Mr. Srarr. I do not know that I know what you mean. 

Mr. THomas. Iam sure you know what I mean. 

Mr. Srarr. We have to differentiate between the two. The staff 
includes people on our payroll. We assign appraisals to them. 

Mr. Tuomas. How do you pay for them ? 

Mr. Starr. Salary. 

Mr. Tomas. Where do you get the money to pay them ? 

Mr. Srarr. Out of the limitation money that you folks make avail- 
able. 

Mr. Tuomas. What makes up the limitation money? It is part of 
that fee we are talking about, is it not 

Mr. Starr. That is right. 

Mr. ZimMERMAN. It is very easy to see the question the Chairman is 
raising. 

Mr. THomas. I am wondering why your able assistant cannot see it. 

Mr. Srarr. I can see the question but I do not have the answer to it. 

Mr. Tuomas. There is one answer—you violated the anti-deficiency 
law. You violated the confidence of the committee, and you have vio- 
lated every rule in the book. Let us be per fec tly frank about it. 

Mr. ZimmerMAN. It was my information, Mr. Chairman, and ob- 
viously there was a misunderstanding, as to the knowledge the com- 
mittee had as to the procedure which is being followed. 

Mr. Tuomas. Just read Mr. Mason’s letter, and see what you think 
about it. 

Mr. ZIMMERMAN. It was the position, if not understandably, at least 
obviously, taken that if FHA was unable to do a certain volume of 
processing, but still could pass on a procedure of processing by inde- 
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pendent individuals in the industry, it would then forgo the income 
that it would have earned had it done the processing. 

I guess I can say I can make a good argument on either side of this. 

Mr. Tuomas. No question about the need of.the work under the 
circumstances, perhaps. We do not question that at all. 

Mr. ZimMERMAN. I understand. 

Mr. THomas. Questions, gentlemen ? 


AVAILABILITY OF MORTGAGE MONEY 


Mr. Yates. I want to know about your optimism on the interest 
rate going down and more money being available. 

Mr. ZimMERMAN. You may get a better reply from Mr. Thornton, 
perhaps. 

Mr. THornton. Since the first of the year we have had recurring 

reports from field people and from industry people of an increasing 
availability of mortgage money. 

Mr. Yates. That is not what I hear in Chicago. Which field are 
you talking about ? 

* Mr. Tuornron. Chicago and all the FHA field offices. They have 
reported an increasing availability of mortgage money. 

In fact, some industry people tell us they are having difficulty find- 
ing mortgages for the money they have available for the purchase 
of mortgages. 

Mr. Tuomas. You mean for an 8-point discount and 534- and 6- 
percent interest ? 

Mr. Tuornton. I am sure they find difficulty at those prices. I 
do not mean that. 

Mr. Yates. Is money available on that basis ? 

Mr. ‘Thornton. There is money available on better terms than that. 

Mr. Yares. On what basis is it available? 

Mr. Tuornton. The prices vary around the country, but on the 
average presently mortgages that are available for immediate de- 
livery are bringing discounts of about 314 points. 

Mr. Yates. 534-percent mortgage ? 

Mr. THornron. Yes. 

In the past month particularly there has been an improvement in 
that price. The national average improved one-tenth of a point be- 
tween the Ist of February and the Ist of March. That is the first 
upturn we have had in prices. 

The market will first show, and has been showing, evidences of in- 
creasing availability of money. Then there will be improvement in 
the price of the money. 


POSSIBILITY OF DROP IN INTEREST RATES 


After the improvement of prices has become substantial, as the 
Commissioner indicates, when prices approach par, then there will 
be an opportunity to consider a reduction of the interest rate. 

The justification—— 
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Mr. Yartes. Is this something you think will happen ? 

Mr. Tuornton. It is difficult to predict. I personally think yes, 
I think by the end of this year we may well have a par market at 
534 -percent interest. 

r. Yates. And a reduction in interest rate subsequently ? 

Mr. Tuornton. That would depend on the money market situation 
and what appears to be ahead. Those would appear to be the con- 
trolling circumstances, so far as reduction in interest rate is concerned, 

Mr. Yates. How many times within your experience has there 
been a reduction ¢ 

Mr. Tuornton. Three major reductions. 

Mr. Yates. When was this? 

Mr. TuHornton. The first one was in 1939. The interest rate was 
reduced from 5 percent to 414 percent on section 203 mortgages. 

In 1946 the interest rate was reduced from 414 to 4 percent on sec- 
tion 603 mortgages. 

In 1950 or in 1951, I believe 1951, the interest rate was reduced 
from 414 to 414 on section 203 mortgages. 

Mr. Yares. There has been no reduction in interest rates since 
January 1, 1953? 

Mr. THornton. No. 

Mr. Yates. A progressive increase. 

Assuming this happens, what effect would removing the limitation 
upon Government bond interest have upon the situation ? 

Mr. THornton. That action in itself probably would have no direct 
influence on the FHA interest rate. General money market condi- 
tions rather than a specific action of that sort would determine what 
happens to the FHA mortgage discounts. 

Mr. Jonas. I have no questions. 
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HIGHLIGHTS OF PROGRAM AND SUMMARY 


Mr. Tuomas. Insert pages 1 through 20. 
(The pages referred to follow :) 


Program highlights 


[Dollars in millions] 





OF 


ESTIMATES 





BD at 
Actual, Estimate, Estimate, 
fisca lyear | fiscal year | fiscal year 
1959 1960 1961 
St } nee | — —— 
Initiation: | 
Unit applications received. -.-_...............-.-... glint tae | 1, 074, 552 | 840, 000 975, 000 
Unit applications examined_...................- 1, 023, 128 | 5, 600 918, 800 
Mortgage insurance commitments: | 
eA Se cde bed atest ant 632, 946 | 1,008, 700 | 882, 300 
Amount Satin atiithsnseinleitaitlis Deis ee. din oe $7, 791.5 $12, 457.5 $10, 879. 9 
Mortgage insurance written: | 
Units == «cd Gece a pcaaiaas bon 550, 266 526, 300 | 555, 800 
a lla ak Ne $6, 710.1 $6, 569. 2 $6, 873.8 
Inspection: 
Inspections made (1-4 family) --..............-- a 1, 507, 654 1, 432, 000 | 1, 463, 600 
Average multifamily units under inspection. -....-. 24, 270 37, 000 49, 900 
Unit construction private starts. ....... iar cc cedteedickciaaaad .| 350, 122 352, 700 373, 100 
Improvement loans insured: | 
Notes... J sli aie niin ital itetioutia enlace nan icc demiaaea ae, ol 1, 100, 658 1, 250, 000 1, 250, 000 
Amount (net proceeds) -........ ‘ $950. 4 $1, 125.0 | $1, 125.0 
Servicing 


Program status end of year 
ance in force: | 
Improvement loans. ad $1, 394. 2 


outstanding balance of insur- 


Mortgage insurance... 27, 051. 5 
ONS 6c Seis. on uid dokenne 28, 445. 7 
Real estate acquisition, maintenance, sales, and insurance 
liquidation activity: 
Acquired security or collateral on hand: 
ill one 102, 404 
BOGS. ...mussnttnskoddieeso. oe ee $44. 6 


a 8, 452 
ft: (Oe ee ae 39, 786 | 
ROGUE; Sia B ccd chinkiatieounicte cn acukatcees ee $279. 5 


Costs and income—Costs: 
Operating costs 


ee es I Ee $64. 5 
a 69. 4 
NED OU IIE oo ence seek ch stables «cconnne 133. 9 
Income: 
San UIT “ . camameemnle 165. 6 
I <r k cari atalieh c ee e a B 25. 1 
; a a ee nc demenoe 190. 7 
Excess income over program costs... -.......................- 56.8 
Obligations 
NOR acini nncrnmbtnanhitiiwnncannnes . oe 7.9 
ene snl Be 45.9 
p= a ee a a a 53.8 


$1, 725. 1 


31, 160. 1 


32, 885. 2 


101, 513 | 
$44.3 


8, 164 | 
40, 005 | 
$279.8 





$1, 833. 6 
35, 477.7 
37, 311.3 


$66. 6 | $70.1 
75.8 | 67.3 
142. 4 | 137.4 
189, 2 214.1 
27.3 | 31.4 
216. 5 245. 5 
74.1 108. 1 

8&1 8.8 
48.0 | 50.0 
56.1 58. 8 
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| INTRODUCTION (SUMMARY OF ESTIMATES AND ASSUMPTIONS) 


To achieve its purpose of fostering stability in the mortgage market and 
improving housing standards and home-financing practices through its mort- 
gage and loan-insurance programs, the Federal Housing Administration, under 
anticipated economic conditions and prevailing fiscal policies, must be prepared 
to meet a resumption of the upward trend in the demand for its services. 

So unpredictable are the magnitude and exact timing of the upturn that is 
clearly in the offing, and so great is the importance of being prepared for it, 
while holding budgetary requests to a minimum, that the nonadministrative 
portion of this request for operating expense authorization is made on a new 
basis. The budget request is based upon what is believed to be the minimum 
reasonable workload probability, with a fixed expense limitation authorized 
accordingly but with standby authority to make an additional amount avail- 
able, not to exceed 15 percent, to the extent that the workload makes such action 
necessary to avoid undue inconvenience or hardship to the housing industry and 


‘ 
i 


Lo es mate —————* 








2 the public. This should minimize the backlogs and processing delays which 
a have occurred in the past when there was a sharp upturn in applications, 
The following chart illustrates both the wide fluctuations and general long- 
range uptrend of FHA’s insurance operations. 
3 HOME AND MULTIFAMILY UNIT APPLICATIONS 
RECEIVED ANNUALLY 
UNIT APPLICATIONS 
» IN THOUSANDS FISCAL YEARS 1936 - 1959 
¢ ,200 
; } } | 
LEGEND | | | | 
ACTUAL VOLUME OF UNIT APPLICATIONS | | | 
RECEIVED ANNUALLY 
| | 
ooo LONG-TERM GROWTH TREND ‘tia ahs. insti. aainies Saal 
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Following an alltime record year, and with a still-rising demand for housing, 
FHA, as this justification is prepared, finds itself with a volume of business 
which, although very high, has declined below last year’s level because invest- 
ment money is presently being attracted elsewhere and is not now favorably 
available for home mortgages. This condition, of course, is temporary. It jg 
a question of how soon the turn will come and how high the rebound will be. 
Experience has already shown the need to be prepared for a sudden and pro- 
nounced increase when it comes. In view of this and in the light of economie 
and program assumptions, stated later, it is believed that the budget levels here 
presented are very reasonable expectations. Only the proposed contingency 
feature remains to forestall serious consequences if the actual upturn is sharper 
than estimated. 

It should be realized, in fact, that a substantial portion of FHA’s workload 
continues to rise even when the volume of new business declines or remains 
level. This is the portion having to do with inspections, the servicing of mort- 
gage insurance on the books (which has just reached an alltime high following 
last year’s record volume in applications processed), the settlement of claims, 
and the maintenance and disposition of acquired security resulting from claims, 
As the volume of insurance in force rises and income increases, so inevitably 
must operating expenses. 

Accordingly,while its total income is expected to rise from $216.5 million in 
the present fiseal year to $245.5 million in fiscal 1961, its operating expenses are 
expected to increase from $56.1 million to $58.8 million, of which $50 million is 
to be for nonadministrative activities (direct operations) and the remaining 
$8.8 million for supporting administrative and executive activities. The operat- 
ing expenses indicated for fiscal year 1961 amount to only 24 percent of the 
expected income for the year. 


Basis for estimates 


The operating and budgetary objectives of the Federal Housing Administra- 
tion are reflected by its major workload estimates, which as pointed out above, 
are based upon a deliberately conservative projection of past experience as in- 
fluenced by economic assumptions and known legislative and regulatory develop- 
ments bearing upon the effective demand for FHA participation in the home. 
construction and home-financing market, as discussed in later paragraphs of 
this memorandum. These estimated workloads then are converted to map- 
power and expense requirements primarily on the basis of work-measurement 
and production ratios that have been refined and tightened over a long period 
of years and just intensively reexamined and further refined in the course of 
the past year. 


Workload 


To summarize in terms only of the broadest of the FHA workload items, it 
is expected that total mortgage-insurance unit applications received will in- 
crease from an estimated 840,000 in fiscal 1960 to 975,000 in 1961. 

The most significant increase in 1961 over 1960 is expected in the basic (sec. 
203) home-mortgage insurance program, 821,000 as against 723,000. This is be 
lieved well within the range of probability in view of deferred demand to be 
met in addition to normal market growth and in view of the legislative and 
program developments designed to help meet these needs. A substantial in- 
erease is expected also in multifamily rental-project business. Since the re- 
versals affecting multifamily mortgage insurance in 1955, the volume has been 
gradually recovering: and with the more favorable interest rates and maximum 
mortgage amounts now permitted, this uptrend is accelerating. Thus, the esti- 
mated increase in unit applications from 65,000 this fiscal year to at least 100- 
000 in the budget year, also. is considered probable. 

Other workload in the initiation of mortgage insurance, as well as in the 
servicing of insurance on the books and the settlement of insurance claims (in- 
eluding the acquisition. maintenance, and disposition of real properties and 
mortgages), is dealt with in detail in the accompanying presentation. 
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Employment 
Average full-time employment for fiscal 1960 and 1961, as compared with the 


actual full-time employment for fiscal 1959, is estimated as follows: 





EE 
Fiscal year Fiscal year Fiscal year 
1959 1960 1961 
NINDS oi cbadcdacncnntdtudebadogudscodannkiebeddoans 918 970 1,019 
TONED O. bg Socdadcih enon tapeeepuauencan apUsetyeree 5, 725 6, 058 6, 252 
Total cos deep eae ehes ened baba ined ++cromre 6, 643 7, 028 7, 271 
! 





Relationship of employment to workload 


FHA’s employment requirements are developed for the most part on a 
measured workload basis. The employment level indicated above will be needed 
if the volume of business increases as indicated. 

The FHA has just experienced a temporary downturn in the receipt of new 
business (after making allowance for seasonal factors). Because of this the 
field organization, for the first time in almost 3 years, is not understaffed. This, 
of course, is a fleeting condition and will end as soon as the volume of insurance 
applications rebounds, at which time FHA will need to strengthen its perma- 
nent staffing. 

In the FHA central office, workload continues to grow with the accumulation 
of business on the books. 


Costs and income 


Overall costs and income, actual for fiscal 1959 and estimated for 1960 and 
1961, are as follows (with dollars in millions) : 


| 


Fiscal year Fiscal year Fiscal year 


1959 | 1960 1961 
—_— -— - - = _ — -_——_——_—_- —_——_— -——— -—- —-— ——_| —— 
+ | | 
Costs: | | 
Operating costs_-_.-- ia atone $64.5 | $66. 6 $70.1 
Capital outlay (mostly acquisitions of properties and | 
mortgages . a i atatenie’l 69. 4 75.8 67.3 
' tai — a = epieeaten -~ 
TOLER DEOUTRED DONDE. bnik cn circnnciaitnthitnnnsapeeatinl 133.9 142. 4 137.4 
eiemas — = 2a) ; al = 
Incom« | | 
Fees and premiums......--- senaatigh : dadinhan 165. 6 | 189. 2 21 
Otier...... ‘ shana . dial | 25. 1 27.3 é 
I ietatisiong fee Ro cmsipiceinel 
UNG POONA 6 ecaccnavdcacaseccs Guicasaaimnnage 190.7 | 216.5 | 245. 5 
Excess income over program costs...........--------.---------] 56.8 74.1 108. 1 
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Salaries and other erpenses 


Within the operating costs indicated above, operating expenses under limita. 
tion for fiscal 1959 and estimated for 1960 and 1961 are as follows: 


* SS. 
| 


Fiscal year Fiscal year | Fiscal year 








1959 1960 | 196i 
elo eilicaniatiiistaiipannnissensiagle ta iia i | sani 
RN cn nial psionic aul oaweeesieen $7, 871, 372 $8, 100, 000 $8, 800, 000 
IRIN io aa | cee enmiabb tained 45, 899, 582 48, 000, 000 50, 000, 000 
ke ee akg | 53, 770,954 | 56, 100, 000 | 58, 800, 000 
i 





— 


The 1961 estimate includes $410,600 for the employee health insurance pro- 
gram, which goes into effect next July 1, as provided by the recently enacted 
Public Law 86-3882. 

Financial effect 


As a result of operations, the following are among actual and anticipated 
financial effects shown in the budget presentation : 

Insurance reserves (total earned surplus) as of June 30, 1958, stood at 
$643,335,694, had risen to $757,912,171 as of June 30, 1959, and are expected 
to rise to $886,851,142 and $1,040,676,442 by the corresponding dates in the 2 sue 
ceeding years. 

Unused insurance authority in the different funds at the end of fiscal 1959, and 
forecast for 1960 and 1961 (based upon the volume of insurance here estimated), 
is shown as follows: 


Authorization Pisa year 90 iscal year 1960] Fiscal year 196] 
ooo ene} - a 
Repair and improvement loan insurance ‘ | $355, 772, 031 $24, 853, 240 | $83, 553, 907 
General mortgage insurance ae 5 ounigitiei ale ditiviin . 1, 368, 166,117 | 1, 930, 495, 268 —3, 108, 812, 478 
Armed services mortgage insurance ..........- > 786, 840, 710 615, 741, 062 449, 000, 428 


Obligational authority 


Obligational authority is expected to move from the actual 1959 figure of 
$9.9 million to $5.4 million for 1960, and then to —$9.4 million for 1961, based 
upon the anticipated issuance and retirement of debentures. 

Net budgetary effect 

Total receipts from fees, premiums, recoveries, and other sources are expected 
to climb from $211.1 million in 1959 to $240.3 million in 1960, and $269.3 million 
in 1961, again consistent with anticipated operating volume. Total operating 
and program expenditures, $159.7 million in fiscal 1959, are expected to be 
$164.0 million in 1960 and $149.5 million in 1961, leaving $51.4 million, $763 
million and $119.8 million excess of receipts over expenditure for each of the 
3 fiscal years. 


Basic assumptions 


The forecasts of workload and estimates of expense, income, and net effect 
presented here are based upon assumptions of general economic trends, housing 
market conditions and FHA program developments along lines suggested below. 

Economic assumptions.—FHA’s program planning and budget preparation 
for the fiscal year 1961 are based upon an assumed continuation of the present 
general economic trend, with production remaining strong after recovery from 
the deterrent effect of this year’s steel strike and with governmental monetary 
policy such as to permit a pattern of employment, consumer spending and 
saving consistent with the level of production. As will be further mentioned 
below, mortgage money should begin to loosen during this fiscal year and should 
continue to ease sufficiently that the current tight condition will, within the 
budget year, cease to be a major deterrent to housing activity. 

Housing market development.—Within such an economic setting, all signs 
point to a heavy volume of homebuilding, brisk activity in the real estate mar- 
ket generally, and a near-record year in FHA mortgage insurance. The high 
rates of family growth and new household formation, backed up by the assumed 
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trends in employment, family income and savings, represent a continuing steady 
growth in the demand for housing; and this normal demand—heavy in itself— 
should be augmented by whatever pent-up demand is now being created by the 
deferral of homebuying as a result of the present stringency in mortgage money. 
While housing activity is off from the extremely high level of fiscal 1959, 
it is still very high by the standard of earlier years. 

As a result of current Treasury financing and the prospect of stepped-up 

corporate financing for plant and equipment expansion (this having been de- 
ferred and attenuated somewhat by uncertainties growing out of the prolonged 
steel strike), the shortage of money for home-mortgage investment will extend 
further into the present fiscal year than was earlier expected ; but the net effect 
should be to move even more housing: activity into the later months of the 
year and on into fiscal 1961. 
" Effect of market developments upon FHA volume of business——The FHA 
for several weeks has been feeling the effects of temporarily reduced home 
buying, as well as the dampening influence of the heavy discounts having to 
be paid by sellers or builders to compensate for noncompetitive interest rates 
on insured mortgages; but the leveling off of interest rates and the inevitable 
freeing up of mortgage money, together with the introduction of the favorable 
features of the recent housing legislation, make it essential that FHA prepare 
itself now for a more-than-seasonal upturn later in the year and for a con- 
tinuing rise in fiscal 1961. 

Legislative and program developments.—While it is not possible to assign 
specific quantitative values to the legislative and other program changes that 
have occurred or will occur, it is of course intended and fully expected that 
several known changes will have a stimulating effect upon FHA’s participation 
in and influence upon housing-market activity. 

Among the developments having significant workload and budgetary implica- 
tions are the following: 

1. The increase in FHA’s permissible interest rate* should help somewhat 
to attract investment money back to the mortgage market in general, should 
lower the discount barrier that has activated seller resistance to FHA 
financing, and certainly should further improve FHA participation in the 
market (as business that otherwise would go GI or conventional comes in 
for FHA insurance), thus adding to the number of FHA applications for 
mortgage insurance during the remainder of the current fiscal year, as well 
as in the budget year: 

2. Extension of the certified agency program to the remaining scheduled 
areas can proceed now that insurance authorization is available, thereby 
bolstering the volume of mortgage-insurance applications coming from 
rural and outlying communities; 

3. The increase in maximum mortgage amount, from $20,000 to $22,500, 
made possible in the basic home-mortgage program by the new legislation 
will open the way for additional home buyers in middle and upper-middle 
income categories to avail themselves of FHA benefits, adding in a rela- 
tively small but significant way to FHA processing workload: 

4. The newly authorized program of mortgage insurance for nursing 
homes, should not add significantly to the total volume of applications but 
will add disproportionately to the time-consuming work of preapplication 
analysis and advisory service required of the staff ; and 

5. Other changes, such as liberalized maximum mortgage amounts on 
multifamily and cooperative housing and to nonoecupant owners of small 
homes to facilitate trade-in deals, together with the new provisions per- 
mitting mortgage insurance on profitmaking as well as nonprofit housing 
for the elderly, should collectively result in further strengthening of demand 
for FHA mortgage insurance. 

Market activity and degree of FHA participation—Commensurate with the 
stimulating and motivating influences present and foreseen in the economy, it is 
assumed that total private housing starts (new houses), after reaching a ten- 
tatively reported total of 1,341,200 in the last fiscal year, will be in the neighbor- 
hood of 1,260,000 this fiscal year and rebound to something like 1,330,000 in 
fiscal 1961. 

Activity in the sale of existing homes, from which more than half of FHA’s 
business comes, is expected to follow a similar pattern, although the upturn 





1The increases for 1- to 4-family homes were one-half percent (three-fourths in the 
case of sales-type cooperatives), up to 5% percent: and up to 54% percent for most multi- 
family housing (increased by one-fourth and three-fourths percent). 
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in this segment of the market may precede that in the sale of new houses ag 
mortgage money loosens. 

With a more competitive FHA interest-rate ceiling, with the relatively non- 
competitive VA interest rate, with mortgage money more readily accessible, 
with the availability of insurance authorization eliminating the need for the 
somewhat restrictive agreement-to-insure procedure, with the other more favor. 
able terms and stimulating effects of the new legislation, and with FHA more 
nearly staffed to provide prompt service, its participation in the market this 
year is expected to continue the upward trend that has prevailed since 1957, 
FHA starts, therefore, may be expected to increase in relation to total private 
(nonfarm) starts from slightly more than 26 percent last fiscal year to 2% 
percent this year and slightly better next year; and the FHA share of total 
mortgage recordings (reflecting transactions on existing as well as new housing) 
also should rise. 

Total FHA volume.—aAccordingly, FHA unit applications for mortgage in- 
surance on both new and existing dwellings are expected to dip to 840,000 from 
the record high of 1,074,552 received last year and then rise to about 975,000 
next year. 

The FHA workload picture is, of course, shown in more detail elsewhere. In 
summary, however, total unit applications, new and existing, together with the 
comparison of FHA to total national private housing starts, are presented below, 
with actual figures for fiscal years 1957, 1958 and 1959 and with estimates for 
the current and budget years. 


Mortgage insurance unit 


applications received | Total 

Fiscal year ¥ ee dade a ates, _| private | FHA starts | FHA percent 
| | nonfarm | of total 
New Existing Total starts 
construction | construction | 

peat 9:2 Oct; 229, 251 222, 197 451, 448 1, 009, 300 | 159, 084 | 15.8 
1958__- ; 345, 182 405, OAS 752, 147 | 1,005, 500 | 215, 605 | 21.4 
Se siciessieie Smee 498, 567 | 575, 985 | 1, 074, 552 | 1, 341, 200 | 350, 122 2%. 1 
1960____- 34, 000 476, 000 840. 000 1, 260, 000 352. 700 28.0 
SES Eee ¥ 450, 000 525, 000 975, 000 1, 330, 000 | 373, 100 | 1 


Budgetary and operating objectives 

FHA achieves its basic purposes principally by maintaining standards and 
limitations relating to architecture, structural soundness, valuation, mortgage- 
credit, and mortgage terms and by requiring that these standards be observed 
as a condition of granting to mortgagees the risk-sharing benefits of its mortgage 
and loan insurance programs. Ultimately, however, it is the home buyer—the 
mortgagor—who pays all the costs of the program in order that he may buy 
under more favorable terms and have the assurance of a higher standard of 
housing for his money. 

The degree to which FHA achieves its purposes, then, depends upon three 
factors. It depends upon the rightness of the standards; it depends equally 
upon the extent to which mortgagees and mortgagors want the FHA insurance 
coverage that makes the standards applicable; and it depends upon FHA’s being 
staffed and equipped to apply the standards through its processing and inspec- 
tion procedures as they are bought and paid for. In other words, FHA’s effec- 
tiveness in meeting its legally defined purposes depends upon the degree of its 
participation in the homebuilding and financing market and upon the adequacy 
of that participation. To meet these fundamental conditions, FHA should be 
in a position to use enough of its income to pay for the staff necessary to par- 
ticipate promptly and properly to whatever extent applications are received. 

The preceding table of program highlights (A-1) and narrative summary have 
shown FHA’s administrative, nonadministrative, and total operating expenses 
for the fiscal year 1959 and as estimated for 1960 and 1961. The following two 
tables (A-—3 and A-4) break these expenses down in further detail soth dis- 
tribute the expenses by object, the first showing also the distribution between 
the Washington central office and the field organization, and the second showing 
the required distribution between the separate administrative and nonadmin- 
istrative budget limitations. 

Complete and detailed information concerning the basis for and development 
of the administrative expense estimate and the nonadministrative expense esti- 
mate will be found in the corresponding sections of this justification. 
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TREND OF MORTGAGE-INSURANCE WORKLOAD 


Mr. Tuomas. The table on page 1 tells the real story. Unit appli- 
cations received in 1959 total 1,074,552, and that fell to 840,000 in 
fiscal year 1960. You estimate it will go up again about 135,000 
units to 975,000 in fiscal year 1961. 

Mortgage insurance commitments rose in units to 1,008,700 in 
1960 over 632,946 in 1959, and then this big year of 1961 it shows only 
882.300. 

Explain those figures. 

Mr. Starr. The misleading figure there, Mr. Chairman, is for 1960. 
Nineteen hundred fifty-nine is also somewhat misleading. 

Due to a shortage of insurance authorization we went into an opera- 
tion referred to as agreements to insure. 

They were later converted into commitments in 1960. That is why 
you have the big increase in 1960. 

* Actually the work there was done in 1959 but they were not commit- 
ments but statements which were tantamount to commitments, and 
then the big conversion came in 1960. 

Mr. Tuomas. The next table showing insurance written does not 
indicate that, either—units 550,266 in 1959; and you show a decrease 
in 1960 to 526,300. 

Mr. Starr. That is because of the carryovers and the lags. 

Mr. Tuomas. There is no carryover in 1960. It shows a decrease 
of around 24,000 units, so your table is a little out of kilter in two or 
three spots. 

Mr. Starr. That is because of the issuance of agreements to in- 
sure which reduces the number recorded as commitments in fiscal 
year 1959. 

Mr. Tuomas. It shows in actual insurance written a decrease in 
1960 over 1959. How do you justify that? 

Mr. THornton. New commitments issued in fiscal year 1960 con- 
sists of cases which will go through to insurance largely in fiscal 
year 1961, as well as the insurance written in 1960 which is 
recorded 

Mr. Tuomas. This operates over a period of 3 years now? 

Mr. Tuornton. No. 

Mr. Tuomas. The insurance commitment takes 3 years ? 

Mr. Trornton. On the average about a year. 

Mr. Tomas. Why would 1959 business show up in 1961, then ? 

Mr. THornton. The commitment actually processed in 1960 will be 
included in insurance for 1961. 

Then in addition to those regular commitments in fiscal year 1960 
there were others recorded as commitments in 1960 which were actually 
processed as agreements to insure in fiscal 1959. 

Mr. Tuomas. Your table isa little on the inaccurate side. 

Mr. Tuornron. It is misleading in that commitment figure. They 
are literally not commitments when issued as agreements to insure. 
They are not obligations against. the insurance authority and do not 
become so until converted to commitments. 
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OTHER OPERATING WORKLOAD 


Mr. Tuomas. Look at the ser vicing. 

We can mark the top table as inace urate, then. 

If not, explain it. Take another try and hope the second try is 
better than the first. 

Mr. Srarr. Mr. Thornton has done as well as I could. It is mig. 
leading and not inaccurate. 

Mr. Tuomas. We will let it go at that, then, misleading. 

Let us look at the servicing. The program status at the end of the 
year, outstanding balance of insurance in force, improvement loan— 
this amount is shown in dollars? 

Mr. Starr. Yes, in dollars. 

Mr. Tuomas. The improvement loans pick up from $1,394 million 
in 1959 to $1,725 million in 1960, and you show an increase of about 
$100 million for 1961. That is in the improvement loans. 

Let us look at the real estate acquisition and maintenance. In sales 
and insurance liquidation you have an item labeled “acquired.” 

Then you have defaulted loans. In 1959 you show 102,404. 

In 1960 it is 101,513. You estimate there will be about a 5,000 in- 
crease up to 106,000. 

The dollar amounts remain practically the same, $44,600,000 in 1959, 
$44.300.000 in 1960. and $46.400.000 in 1961. 

Acquired properties and assigned mortgages follow. Does this 
column mean that out of that 102,404 you sold 8,452 ¢ 

Mr. Srarr. No. The first set of figures you de: alt with were entirely 
title I. Now you are getting down into the next bracket here where 
they are mortgages and properties. 

The first column, where it states “mortgages and properties,” in- 
cludes the number of properties which we have acquired. 

The next column shows the number of units. 

Mr. Tuomas. This figure of 102,400 is the number of defaulted 
properties you took back in fiscal] 1959 ? 

Mr. Srarr. Defaulted title 1 improvement loans on hand. That is 
the total we have on hand. 

Mr. Tuomas. How many did you acquire in addition to those 102,- 
100 you had on hand in 1959% What do you mean by properties 
acquired and assigned mortgages in 1959? To me that indicates you 
acquired that many more. 

Mr. Srarr. That is correct. We acquired that many properties. 

Mr. Tuomas. In addition to the 102,000 ? 

Mr. Srarr. The 102.000 is a cumulative figure. 

Mr. ZIMMERMAN, 102,000 is title I and the other is title LI. 

Mr. Srarr. This down below is a cumulative figure we have on 
hand. These are on-hand figures. 

Mr. ZimmerMaAN. Is this all title II? 

Mr. Srarr. Yes, and rental housing. 

Mr. Tuomas. How many do you have at the beginning of 1959 on 
hand? Is it 102,400? 

Mr. Starr. That is what we had at the end of 1959. 

At the beginning of 1959 I do not have the figure. These are all 
end-of-year figures. 

Mr. Tuomas. Is this 102,400 figure all-inclusive of all the proper- 
ties you had on hand in 1959? 
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Mr. ZrmMERMAN. They are unsecured loans. These are title I loans. 

Mr. Tuomas. It does not include any other properties that you had 
on hand ¢ 

Mr. ZIMMERMAN. No, sir. 

Mr. Tuomas. Where is that figure? 

Mr. ZimmerRMAN. That is the next category under the mortgages 
and properties. Those are the mortgages secured. 

Mr. Tuomas. That figure of 102,400, then, should have 8,452 added 
to it. 

Mr. Starr. If you were combining the two I agree. 

Mr. ZIM MERM. \n. Title I and title II, I suppose so. We keep our 
loss experience separate for the various programs, title I being quite 
different from the title IT insurance. 

Mr. Tuomas. This table is very inaccurate. In other words, with 
all the properties you have on hand on which you have foreclosed, 
inall the titles, instead of 102,000 it is nearer 111.000 for 1959. is it not? 

Mr. Srarr. No, sir, the table is accurate; those ve do not rep- 
resent properties. They represent just notes that have been defaulted 
and submitted to us for claim and they are unsecured, so there is no 
property involved there. 

Mr. Tuomas. That is right. That is under the home-improvement 
loan. 

Mr. Srarr. That is right. We have property on the other line. 

Mr. THomas. How many of those do you have? 

Mr. Srarr. On hand in one- to four-family properties at the end 
of 1959 we had 8.968. There is a table on that on page 73. 

Mr. Tuomas. But it is not included in this cover table, is it? When 
Iread this I do not get the full story, do I? 

Mr. Srarr. You get the résumé of all our properties on hand here. 

On the other ts able I have it broken down 

Mr. Tuomas. You set it out here as 8,452. 

Mr. Starr. That is right. 

Mr. THomas. Now you give me another table. 

Mr. Starr. That was in units. 

Mr. Tuomas. No, the units are down below that. That is 39,000 
units. I speak of numbers of properties. 

Mr. Yares. Is this supposed to be a running account ? 

Mr. Srarr. A cumul: ative figure you are looking at. 

Mr. Yates. Why is it less in 1960 than in 1959? 

Mr. THornton. This cuts off at a point in time. We record here 
the number of units we had at that date. 

Mr. Tuomas. Take the first two-thirds of the table and throw it out 
the window, then. It is no good. 





COSTS, INCOME AND RESERVES 


Look at the costs and income. I checked these figures under costs 
and income, and they check with other parts of your justification. I 
spent about 45 minutes running down your operating costs and your 
capital outlay. Your income from fees and premiums, I am not so sure 
I checked out. I have a checkmark by it. I know your obligations 
on your administrative expense checked out. 


How do you arrive at this figure of your operating costs of $64,- 
500,000 in 19592 
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Mr. Srarr. That is a figure I will speak to generally, and then if 
you w ant to get specific, Mr. Thompson will continue. In addition to 
our limitation of operating expenses, there is an item of $11,400,000 
participating dividends which we pay back to homeowners by virtue 
of our good loss experience, That is why that shows up more than 
our limitations would be. W e have a similar item in each one of those 
across the board there. It is $11.4 million, approximately, for each 
of 1959 and 1960. It goes up to $12 million we are estimating we will 
pay back to homeowners in 1961, included in that $70 million. 

Mr. Tuomas. The difference between the $64.5 million and the $53.8 
million for obligations is the $11 million in the way of div idends you 
pay out. How do you make up this figure of capital outlay of $694 
million for 1959? 

Mr. Starr. The capital outlay is something which needs explaining, 
and I am glad you asked. That is not a capital outlay i in the sense tha at 
you put up a building or something. That is acquired properties, 
That is what we issue debentures on. Under the terminology that we 
use in preparing this, to make it consistent we call it capital outlays, 

Mr. Tuomas. This is the money you spend, then, for repossessing 
properties, your capital expenditures for painting them up, the cost 
of selling them and everything. In your budget do you give us a pre- 
view of that expense? Do youspell it out at any pli vce ? 

Mr. Srarr. The expense on acquired properties ? 

Mr. Tuomas. Yes. 

Mr. Starr. No; Mr. Thompson keeps the books on that. I do not 
know if he could speak on that here or not. 

Mr. Tuomas. What is in Mr. Thompson’s books does not help this 
committee unless we have it, too, does it? 

Mr. Starr. No. What wespend on a house in Houston, Tex., which 
we acquire, putting a paint job on it—I do not see that at all. It does 
not come through the limitations. 

Mr. Tuomas. This figures of $64.5 million for operating costs in- 
cludes your administrative and your nonadministrative expense plus 
your dividends you pay out. Then your capital outlay, as you call it, 
is for repossession and refurbishing and selling other properties. All 
that added up to $133.9 million. Your income was $190 million. How 
much of this $69.4 million do you set aside for loss on properties that 
you have not sold? 

How firm is that figure or $56.8 million profit? Do you really have 
a profit? Mr. Thompson said something about a figure of $813 million 
in addition to this for reserve loss, but I am just wondering if that is 
all he needs. 

Mr. Tuompson. Do you want that figure again, sir? 

Mr. Tuomas. If you do not mind. 

Mr. Tuompson. Our reserve is $813 million. In addition to that, 
we have valuation reserves on the acquired properties on hand we 
were just talking about; these reserves amount to an additional $145 
million. On top of that we have unearned insurance premiums— 

Mr. Tuomas. Let us not go into that. You have not earned it yet. 
Let us not count that in. Let us not count the chickens before the 
eggs hatch. 

Mr. Tompson. Practically all of it will be earned. Leaving that 
out, we have $958 million to meet our losses and expenses, sir. 
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Mr. Tuomas. How much do you have set aside over and above this 
$69.4 million in 1959 to take care of your losses and expenditures for 
acquiring these properties ? 

Mr. THompson. The $958 million is what we have set aside to meet 
future losses and expenses. 

Mr. Tuomas. Over and above this? 

Mr. THompson. Yes, sir. 

Mr. Tuomas. $958 million over and above this $69.4 million. 


ACQUIRED PROPERTIES 


How many units are involved in this now in 1959, and what was the 
acquisition cost ¢ 

Mr. Tuompson. Suppose I give you the cumulative figures on this. 

Mr. Tuomas. Let us stay with 1959. Then you cannot lose me so 
easily. 

Mr. THomeson. 1959 only? Is that what you want? 

Mr. Tuomas. Yes. 

Mr. THomprson. All right. During the calendar year 1959 we ac- 
quired 3,613 one- to four- “family homes for $34,775,000. 

Mr. Tuomas. Yes, but this a cumulative figure now. 

Mr. THompson. You asked for what we acquired in 1959. 

Mr. Tuomas. All right, what is the cumulative figure for 1959? 
You acquired 3,000-odd at a cost of what? 

Mr. TuHomrson. We acquired the 3,613 one- to four-families at a 
cost of $34,775,000. In addition to that, I think you should know that 
we acquired 76 multifamily type properties and mortgages, 6,900 units, 
for another $41,100,000. That is a total of $75,875, 000. 

Mr. Tuomas. That is a cumulative figure to what you had carried 
over from 1958 ? 

Mr. THompson. I can give you a comparison of that, against what 
we acquired in 1958. Would you like that? The other figures I 
have are on the overall cumulative basis as to how many we acquired. 

Mr. Tuomas. Give us the overall figure for 1959. You acquired 
these at a cost of $75 million, 3,600-and-some-odd units, against how 
many multifamily units ? 

Mr. THompson. 6,900 multifamily units, at $41,100,000. That is 
a total of small homes and multifamily homes of $75,875,000. That 
is what we actually acquired in calendar year 1959. 

Mr. Tuomas. What was your carryover figure into 1959? 

Mr. THompson. On the overall cumulative basis 

Mr. Tuomas. Before 1959. 

Mr. Tuompson (continuing). Prior to the beginning of 1959, we 
had acquired 30,899 small homes or 36,463 units. 

Mr. Tuomas. All types? 

Mr. Tuompson. This is 1- to 4-family, I am talking about now. 

Mr. Tuomas. All right; go ahead. 

Mr. Tuompson. That is the overall acquisitions, right from the 
beginning. 

Mr. Tuomas. Allright. What did it cost you? 

Mr. Tuomrson. If you want what it was prior to 1959, I will have 
to make another deduction here. Just 1 second. 

Mr. Tuomas. You see what I am driving at. I want to see how 
accurate this figure of $69,400,000 is. 
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Mr. THomeson. That figure of $69,400,000 

Mr. Tuomas. No. You go ahead with your figures. I will ask 
the question. 

Mr. Tuompson. The 30,899 small home properties that I was talk- 
ing about cost us $235,255,000. 

Mr. Tuomas. $309 million when you add the $75 million. What 
about your multifamily units? 

Mr. Yares. He had $34 million. 

Mr. THomrson. $34,775,000. 


On the multifamily, if you want to know what we had prior to 
1959——— 

Mr. Yarrs. The comparable figure. 

Mr. THompson. Prior to the beginning of 1959, 
52,734 multifamily units at a cost of $347,509,000. 
Mr. ‘THomas. What about your big units prior to 1959? 

Mr. Tuompson. That is the multif: umily figure I just gave you. 
Mr. Tuomas. What does it all add up to, the multifamily and the 
to 4-family units ? 

Mr. THompson. Again as of the beginning of 1959? 

Mr. Tuomas. Yes. 

Mr. THomeson. Prior to the beginning of 1959, overall, 1 to 4 family 
and multifamily, we acquired 89,197 units at a cost of $58 1,762,000, 

Mr. THomas. Adding the $75 million to it, it would be about $660 
million, would it not ? 

Mr. THuompson. If you add the $75 million to it, it actually 
to $657.635.000. r 

Mr. Yarns. I am confused on these figures. 

Mr. Tuomas. Then how accurate is your $69.4 million which you 
have here in the way of capital outlay ? 

Mr. Tuosrson. Of course, the figures I gave were the cost of the 
ereenets to us. What other items included in that $69.4 million 
figure, I do not have with me. The detail of the $69.4 million for 


capital outlay is included in the printed budget. A table will be sup- 
plied for the record. 


(The information is as follows :) 
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amounts 


FEDERAL HovustnGc ADMINISTRATION 


Program and financing 


Program by activities | 1959 actual | 1960 estimate | 1961 estimate 





Operating 
1. Home modernization and repair insurance program 
(title I, sec. 2): 
Administration oa ee cee ee as $994, 05S $1. 030, 000 | $1, 105, 000 
Initia tion. . - 5 se ease : 7 411, 047 455, 000 455, 000 
’ n 208 737 200. O00 290, 000 
3. 071, 702 2, 773, 00 2, 673, 200 
- - bus 5, 644, 829 5, 700, 000 5, 700, 000 
r losses ang e : —3, 854, 988 — 230, O82 1, 371, 200 
n gilekeciaiitedite dadh cis cach ciietinsisimiii baidin 23, 364 22, 100 24, 000 
NG... miticannbiteeson é | EE Neatkuialekipadat idudmecn 
2. ly mortgage insurance programs (titles 
I and IT, secs. 8, 203, and 222) i 
NS a ek Te 4, 891, 642 | 4, 923, 500 5, 403, 000 
Initiation af nansoe- : 34, 116, 124 33, 651, 700 | 35 257, 900 
Mai tenance. Se ev ae ee ee et 1, 395, 440 2, 186, 000 | 2, 629, 000 
Settlement ; 7 . 770, 150 962, 000 | 1, 123, 800 
Partic ip sitions in mutual earnings. _....-... En 11,401,713 | 11,414,081 | 12, 000, 000 
Losses iil ee ee Ree Ie 1, 521, 128 2, 378, 700 2, 385, 300 
Provis ion for losses Pee ee eS 1, 614, 181 | 394, 754 | 476, 000 
SE cc ccpeerncencacenncasnncenanemtbabeldl ool 202, 310 | 232, 100 | 275, 200 
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Program and financing—Continued 



































Program by activities 1959 actual | 1960 estimate | 1961 estimate 
aang a ——|— 
t- Operating costs—Continued 
3 ,Basic multifamily mortgage insurance programs (title 
II, secs. 207, 213, 231, and 232) | 
t ‘Administration $714, 873 $761, 500 $855, 000 
EMER. & otsnoawaddbases } 1, 883, 046 3, 381, 300 3, 174, 100 
ICD, in. ennanehae ean ~dudin 128, 659 179, 000 229, 000 
DUES ad nonnccepucsetcee a diegee aaa meant 70, 159 72, 000 101, 200 
NG 6 shis carina dn kde 6Rs dk adbbb doe Se setnendh 255, 899 446, 400 536, 200 
Provision for losses_...............-- Pin ae eet 2, 536, 538 | 259, 532 | 955, 000 
ee ee eS wal 13, 850 | 23, 000 | 24, 800 
0 CE cee caretebagininbmnnaen | I arene celelsn pciorenet ell sire hte 
4. Urban renewal, reh: abilit: ation, and reloc ation mortgage | 
insurance programs (title LI, secs 220 and 221): | 
PGI ORION... «6k de whan ccmtdb ddinocdisaahoonntink 310, 644 | 340, 000 | 377, 000 
d Ec G6 Seni tntnin wn ate Aenbnliadaniintahebninttenaiarss 737,477 | 1, 274, 000 | 1, 411, 000 
\ Maintenance... ..ccsscss~s | 13, O71 | 33, 000 | 57, 000 
inci ict lean | 968 4, 800 8, 800 
Losses . OF ede at ER hw icine | 5, 200 10, 400 | 23, 400 
‘pot, eee se ae itt iiaaleae | 23, 671 | 53, 225 | 74, 200 
EE I EON Fe on 5, 204 | 8, 300 | 10, 400 
Cer I thd od dn ad ch wadtneconblidmbabthbendtodcidedainacd lhl a conttotateadatieaa ey eR 
18 5. Armed services mortgage insurance program (title | | | 
VIII, secs. 803, 809, and 810): 
Administration.-......-..------e---L4-0 | 239, 07 | 228, 200 | 288, 000 
Initiation Speptairedeii grep tins atusaadel aaa 586, 962 | 295, 000 | 288, 000 
Maintenance Bee. D | 53, 472 | 77, 000 | 89, 000 
Settlement socal ieee ; 45, 109 54, 600 | 67, 200 
Losses at necccee-------| 1,751,268] 1, 931, 500 | 824) 000 
iV Prevision for losses ___....--- oe weweesaee--} 78, 110, 756 | 1, 769, 661 | 642, 00 
: TROGIR. sche a akacchu comune penkacateaalt 4, 625 2, 800 | 3, 300 
(), Other expense. _. ; yg ie ae bbt db dee dchicew ee eee 
0) 6. Emergency and other special incentive programs (titles | 
VI, VII, and IX, secs. 603, 608, 609, 610, 611, 701, 903, | 
and 908) | } 
a ee ee ee bas 714, 092 816, 800 | 822, 000 
ts Initiation ......... bile Dede atds bedibGeaentosien de botbaictettteeks lave . Fe Aa co 
Maintenance an a al ae --| 614, 404 | 759, 000 | 728, 000 
Settlement gs CRs a ctaciote Sed alk 967,179 672, 900 | 667, 800 
Losses cine ge Oe OE ee f a 12,065,647 } 11, 290, 600 | 10, 598, 200 
Provision for losses.........--.---------- . --| —7,012,917 | —3, 408, 524 — 2, 329, 900 
Nu Penne ve iid $i camden sf 13, 456 | 11, 700 | 12,300 
Other OXDENSS...... .-ennecan Divina tecetin’ senesireicgianedi a ra een eee on 
7. Net gain on sale of equipment...............-- Ds 5 Ee | —23, 261 ~ : ME 
18 Total operating costs ___-- adie aiansed | OO Sea aee 87, 530, 547 91, 656, 400 
yn Unfunded ad ijustments to total operating costs: | 
Derreciation included above (—) eee a saa — 262, 809 | — 300, 000 — 350, 000 
or Net gain on sale of equipment. -.__....__-- £36 Stites ‘ 23, 261 . oe SE 
Losses included above ) is sso apa ----------| —21], 243, 966 | ,—21, 757, 600 — 20, 067, 100 
p- Provision for losses included above. e SS il Jbl ial 9, 804, 271 1, 141, 434 —1, 189, 300 
Total operating costs, funded__................-.---- _.| 64,441,009 | 66, 634, 381 | 70, 050, 000 
Capital outlay: ‘ne ES 
1. Home modernization and repair insurance program | | 
(title I, sec. 2): | 
Acquisition of real properties.............--- wal 132 | sy 
Acquisition of defanlted notes__- | 10, 262, 181 12, 305, 000 | 14, 749, 000 
3. Basic 1- to 4-family mortgage insurance programs (titles | 
1 and IT, secs. 8, 203, and 222): Acquisition of real | 
i properties | 16,188,507 | 17,210,014 | 16, 743, 000 
3. Basic multifamily mortgage insurance programs (title | 
ate I], secs. 207, 213, 231, and 232): | } 
—— ‘Acquisition of real DIORGTUECE, 2.2 ~\.- waran wb stase _— 1, 148, 871 | 1, 640, 095 | 2; 460, 000 
Acquisition of defaulted mortgages. - 5, 221, 359 | 1, 603, 599 | 2, 006, 800 
Acquisition of stock in rental housing corporations__| 14, 600 | 500 | 51,000 
4. Urban renewal, rehabilitation, and relocation mortgage j | 
insurance program (title IT, secs. 220 and 221): | 
, 000 Acquisition of real properties 195, 914 | 425, 036 637, 500 
, 000 Acquisition of stock in rental housing corporations 2,300 | 9, 500 9, 700 
, 000 5. Armed services mortgage insurance program (title VIII, 
, 200 secs. 803, 809, and 810) 
, 000 Acquisition of real properties. bots | 664, 284 2, 399, 979 1 200, 000 
, 200 Acquisition of defaulted mortgages | —270, 835 7, 090, 096 | 2, 329, 100 
, 000 Aequisition of stock in rental housing corporations | 20, 600 8, 300 
~--- 6. Emergency and other special incentive programs ‘titles | 
VI, VII, and IX, secs. 603, 508, 609, 610, 611, 701, 903, | 
| ind 90S 
» 000 Acquisition of real properties 17, 446, 427 16, 438, 087 13, 150, 000 
, 900 Act tion of defaulted mortgage 18, 087, 183 16. 323. 160 13.719. 700 
, 000 \ tion of stock in rental ising corporations ! 
, 800 7. Acq t furniture and equipment 465, 683 980. O00 50. 000 
, 000 _ _ a 
, 300 otal capital outlay — 69, 427, 696 75, 791, 6H 67, 314, 100 
, 000 
, 200 Total pr 1 costs, funded..... -------| 133,868,705 | 142, 426, 047 137, 364, 100 
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Mr. Tuomas. You do not. miss it very far. What loss do you have 
on that figure of around $660 million ¢ 

Mr. THompson. We have lost $71,237,000 on the properties we 
have sold. The figures I have just given you were on acquisitions, 
Now I shall give you the sales so you will have the loss against what 
has been sold. We have sold 55,803 units that cost us $344 ,493,000, 
On that amount of sales we have lost $71,237,000. Percentagewise, 
it is fifteen one-hundredths of 1 percent of the mortgages insured. 

Mr. Tuomas. I know, but on the acquisition of these properties what 
was the loss? 

LOSS ON ACQUIRED PROPERTIES 


Mr. Trompson. I cannot tell you what we are going to lose on 
the balance of them until we sell them. 

Mr. Tuomas. You know what the loss is on those you have sold, 
It is around 11 percent, is it not? 

Mr. Tuompson. The actual loss on what we have sold is 22.27 per- 
cent. That is the actual loss. 

Mr. Zimmerman. Counting everything. 

Mr. Tuompson. Multifamily, single family, and everything. That 
is the actual loss on the property sold. 

Mr. Tuomas. This figure of $69.4 million for capital outlay in fiscal 
1959 is far from being an accurate figure. It is on the high side, is it 
not? That figure is based upon your acquisition costs, and you suf- 
fered a 22 percent loss on it. 

Mr. Tuompson. It is based on acquisitions costs plus any capital 
outlay we have had on those properties after the date of acquisition 
plus other expenses. That is the detail I do not have with me; but 
that is the difference. 

Mr. TrHomas. To make this an accurate figure as far as a meaning- 
ful in calculating your reserve, 22 percent ought to be added to it? 

Mr. Tompson. No. That 22 percent has been considered. 

Mr. Tuornton. The 22 percent should be applied to the $69.4 mil- 
lion to contemplate what would be the extent of loss. We would 
recover something like 80 percent of the $69 million in disposing of 
the properties. 

Mr. Tompson. We would recover about 78 percent of it. 

Mr. Tuomas. Of course, the $69.4 million ought to have 22 percent 
added to it. 

Mr. Tuornton. No. It ought to have 78 percent subtracted 
order to record the loss. 

Mr. Yates. Seventy-eight percent of that figure is the figure with 
the loss calculated in it? Is that right? 

Mr. Tuornton. The 78 percent I am referring to is the amount 
we will recover in disposing of those properties after we acquire 
them. 

Mr. Tuomas. But this figure of $69.4 million does not reflect that 
22-percent loss. That is what I am saying. 

Mr. Tuoornton. Yes. 

Mr. Tuomas. Where does it do that? 
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Mr. THornton. It includes both the 22-percent loss and the 78-per- 
cent prospective recovery. This is the amount we will spend in 
debentures in acquiring the property, and it does not take any account 
of what we will get in disposing of property. 

Mr. Yares. The chairman is right, though. This does not take 
into consideration the fact that if you were to offer your $69.4 million 
in properties for sale you may anticipate a 22-percent loss. Is that 
not right ? 

WORKLOAD 


Mr. Tuomas. This table on page 9 is an excellent one. The lan- 
guage on pages 7, 8, and 9 is well worth reading. 

The most significant increase in 1961 over 1960 is expected in the basic (sec. 
203) home mortgage insurance program, 821,000 as against 723,000 for last year. 
This is believed well within the range of probability in view of deferred demand 
to be met in addition to normal market growth and in view of the legislative 
and program developments designed to help meet these needs. A substantial 
increase is expected also in multifamily rental-project business. * * * Thus, 
the estimated increase from unit applications from 65,000 this fiscal year to at 
least 100,000 in the budget year, also, is considered probable. 


Then it goes on to explain the other workload. 


COSTS AND INCOME 


I note in your cost and income, your operating costs for 1959 were 
$64.5 million, and then you say your capital outlay is $69.4 million, 
which is what we were trying to break down a while ago. Your 
operating costs go up to $66.6 million in 1960, and to $70.1 million in 
1961. 

Mr. Starr. Each of those figures has the participation dividends 
that we pay the homeowners in there, which we deduct. 

Mr. Tuomas. That is your $11 million ? 

Mr.Srarr. Yes. It is $12 million in 1961. 

Mr. Tuomas. I note here, though, that your operating costs in 1961 
are in excess of your capital outlay for your acquisitions of mortgages. 
Isthis a good or bad sign ? 

Mr. Starr. I do not know. Of course, the two are a little hard to 
relate. One, your capital outlay, is something over which we have 
nocontrol. We do not know how many properties will go into default 
and how many will be turned back. At the same time, our inventory 
of insured mortgages increases year after year, and we have a higher 
potential. 

Mr. Tuomas. To say the least, the acquisition costs show a decrease 
from 1960. That must be a healthy sign, even though the administra- 
tive expense or operating costs go up. 


SALARIES AND OTHER EXPENSES 


Page 11 sets out in narrative form your administrative and non- 
administrative expense. The nonadministrative expense in 1959 was 
$45,899,582, and it goes up to $48 million in 1960, and even in 1959 you 
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ean add another $5.5 million to this, so it would be around $51 million, 
would it not ? 

Mr. Srarr. Yes, sir. 

Mr. Tuomas. Of course, that hidden cost is in excess of your limita- 
tion, in violation of the Anti-Deficiency Act, and does not show up in 
1959 and does not show up in 1960. You say that $214 million should 
be added to this figure of $50 million for 1961. 


INSURANCE RESERVE 


Your insurance reserve as of June 30, 1958, total earned surplus, 
stood at $643.335.694, and it rose to $757,.912,171 as of June 30, 1959. 
What do you mean by total earned surplus? 

Mr. Srarr. That is our reserve, really. Maybe some would not in- 
terpret it as a surplus since we have a liability against it, but some 
people refer to it as surplus. That is why we have it in parentheses, 

Mr. ane What does it actually mean? Does it mean unused 
obligational authority ? 

Mr. Tuomrson. It is the excess of all income over all expenses, sal- 
aries, operating expenses and losses. 


TITLE I. INSURANCE AUTHORITY 


Mr. Tuomas. The next paragraph speaks of unused insurance au- 
thority in the different funds at the end of fiscal 1959 and forecast into 
1960 and 1961 

Explain this table. This is your unused authority. Repair and 
improvement. What is that figure of $355,772.031? 

Mr. THornton. The statute provides that under title I, section 2, the 
FHA may have outstanding insurance on as much as $1,750 million 
of unpaid net proceeds of title I loans. 

Mr. Tuomas. That means you have unused insurance authority on 
repair and improvement at the beginnning of 1959 of $355,772,031. 

Mr. THorton. That is right. 

Mr. Tuomas. Coming over to 1961, you have a minus $83,553,997. 
What does that mean ? 

Mr. Tuorton. That would mean that if the title I program is ex- 
tended beyond its present expiration date of September 30, 1960, we 
would run out of au‘horization for the program before the end of 
fiscal year 1961 and would consequently have to stop insurance at that 
point. 

Mr. Tomas. What does that minus figure for 1961 mean ? 

Mr. Tuornton. If we are to keep on operating during that period 
of time. we would have to have an increase of authorization of some 
$83.5 million. 

Mr. ZrmmerRMAN. It indicates the volume of business we anticipate 
doing, provided we have insurance authorization. 

Mr. Tuomas. What it really indicates, then, is that the projected 
figure of the amount of business you will do in 1961 will be $83 mil- 
lion over and above the authorization you now have. 

Mr. ZimmerMAN. That is correct. 

Mr. Tuomas. What will that total figure be for 1961? 
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Mr. Srarr. The total outstanding will be the authorization, $1,750 
million, plus this $83 million if we went that far, but we cannot go 
this $83 million. Then we would have to add to it this $83 millon 
if our projections came out. We will stop short of this. 

Mr. Tuomas. Does your 1960 figure mean that all you will have at 
the end of 1960 unused in your authorization is $24,853,000 ? 

Mr. Srarr. Yes. 

Mr. Tuomas. You will actually do, then, in 1961 how much 
business ¢ 

Mr. Trorntron. These figures on insurance control relate to out- 
standing unpaid balances. So that as outstanding loans are paid off, 
we have a return of authorization and can write new insurance. 

Mr. Tuomas. Yes, that is right. It is a revolving fund. 

Mr. THornton. Yes. The difference between these numbers does 
not show the amount of insurance we will write, but only the amount 
of increase in the outstanding insurance. We would expect to write 
about a billion dollars of title I insurance during that fiscal year 
period. . 

Mr. Tuomas. I notice this figure, and Mr. Yates has alluded to it 
two or three times. 

As will be further mentioned below, mortgage money should begin to loosen 
during this fiscal year and should continue to ease sufficiently that the current 
tight condition will, within the budget year, cease to be a major deterrent to 
housing activity. 

[ have some longhand writing up here: “I hope so. Easy money for 
the election.” Is that right? 

Mr. Yares. Do you not make this statement every year? I would 
think if I went back to your justifications each year I would find the 
statement that the mortgage money market was tight when you fel- 
lows came in and that there is this optimistic prediction that it will 
loosen up as the year proceeds. 

Mr. ZIMMERMAN. Over past years that has proved true. 

Mr. Yares. The point I am making is that this statement has ap- 
peared in almost every other justification you fellows have brought 
before Us. 

Mr. Tuorntron. It is more nearly the alternating ones. I think 
about every other year we are in that situation. 

Mr. Titomas. This is a good table here, gentlemen, on page 21. 
Look at the boxes. It is pretty clear there. It is an organization 
chart. That is pretty comprehensive. 


Review or INscurancre PrRoGRAMS 


Mr. Reporter, put in pages 22 and 23. 
(The pages referred to follow :) 


The Federal Housing Administration, created by the National Housing Act 
of 1984, is a noncorporate business-type agency, made subject to the Govern- 
ment Corporation Control Act by the Housing Act of 1948. The principal pur- 
poses of the Administration are to stabilize the mortgage market and to improve 
home financing practices, housing standards and conditions. These are achieved 
through the insurance of loans and investments which finance the production, 


purchase, repair, and improvement of residential structures. As of June 30, 
1959, more than $57 billion of insurance had been written, of which more than 
S28 billion was outstanding During fiscal vear 1959 almost SS billion of 


insurance was written, almost 100 percent more than any previous year. 
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FHA conducts a wide variety of programs through 11 separate insurance 
funds, the most important of which is the mutual mortgage insurance fund for 
the insurance of mortgages on one- to four-family dwellings under section 203 
of the National Housing Act. Other funds cover the insurance of home repair 
and improvement loans; insurance of mortgages on multifamily housing inelud. 
ing cooperative housing, insurance of mortgages on housing for urban renewal, 
armed services, and other special purposes; and insurance of equity investments 
in rental housing. 

The mutual mortgage insurance fund differs from other insurance funds 
in that mortgagors receive participation payments from any excess of fees and 
premiums paid over losses and expenses allocable to the fund. Through June 
30, 1959, these participation payments to home owners have amounted to $94 
million. 

All of the FHA insurance programs produce revenue. Revenue is derived from 
insurance premiums, appraisal and miscellaneous fees, and interest on invest- 
ments in Government securities. 


BASIC INSURANCE PROGRAMS 


The 11 insurance funds are grouped under 6 broad functional categories em- 
bracing related operating programs, with the individual programs recognized 
on the basis of the legal authority (particular section of the act) under which 
they operate, the legally constituted funds from which they are financed, the 
particular regulations under which they function, the sectors of the housing 
market that they are intended primarily to serve, the varying operating pro- 
cesses that are required in their execution, and the volume of business entailed. 

The budget estimates here presented stem from the anticipated demands of 
the housing market as they are influenced by the availability of mortgage money 
and resulting interest rate, downpayments, and other provisions of the National 
Housing Act and regulations within the President’s housing program, which, 
insofar as FHA is concerned, is intended to function at a level sufficient to exert 
a stabilizing influence upon home financing and to foster quality improvements 
and lower costs in homebuilding. 


HOME MODERNIZATION PROGRAM AND REPAIR INSURANCE PROGRAM 
(TITLE 1) 


Mr. Tuomas. Home modernization program. Put in pages 25, 26, 
and 27. 
(The pages referred to follow :) 


1. HOME MODERNIZATION AND REPAIR INSURANCE PROGRAM (TITLE I) 


Section 2 of tithe I of the National Housing Act authorizes the FHA to insure 
qualified lending institutions against 90 percent of losses on loans made to 
finance the alteration, repair, improvement, or conversion of existing structures 
and the building of small new nonresidential structures. Almost 23 million loans 
amounting to almost $12 billion in amount (net proceeds) had been insured 
under this section through June 30, 1959. In the same period, less than 657,000 
claims had been paid in the amount of approximately $226 million, less than 2 
percent of the net proceeds insured. Insurance losses through June 30, 1959, 
amounted to less than $61 million, or one-half of 1 percent of the total amount 
of loans insured. Gross income from fees, premiums, and investments as of 
June 30, 1959, totaled over $214 million while expenses, losses, and reserves 
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amounted to $135 million, leaving an earned surplus of approximately $79 
million. Actual and estimated operating volume is as follows: 


ee ee 





| | 
Actual, fiscal | Revised esti- Estimate, 
year 1959 | mate, fiscal | fiscal year 
| year 1960 1961 
————— a |——— | — — | ——__—_ 
Insurance initiation activity: | 
Improvement loans insured._--.- Jit bebbaditaban dubcbewedite 1, 100, 658 | 1, 250, 000 1, 250, 000 
Seen OIE (KD SIINEDURE) . . .raccenceneconscucsosans eel $950. 4 | $1, 125.0 $1, 125.0 
Insurance servicing activity: | 
Insurance in force, end of year: | | 
ee os a canbe cosscieenwaeniakaeeee 2, 521, 436 | 3, 072, 100 3, 267, 541 
I eo me emp pmuplamnede $1, 394. 2 | $1, 725. 1 $1, 833. 6 
Insurance liquidation activity: 
Acquired security or collateral on hand, end of year: | | 
nn crepindanrassabaemen cadre | 102, 404 101, 513 106, 379 
Amount (in millions)........... iosduscan inte odsamaieiccdeiiteetanded tee | $44. 6 | $44. 3 | $46. 4 





———————— ———— —— a 





| Actual, fiscal | Revised esti-| Estimate, 
| year 1959 mate, fiscal | fiscal year 
year 1960 1961 
Sabana anethdaine ttiibenie—dindiet clas ibnidsinigeer talc iets 
| 
Costs: . : 
Administration ---...-- ; : $994, 058 $1, 030, 000 | $1, 105, 000 
Insurance initiation _-- ; 411,047 | 455, 000 | 455, 000 
Insurance servicing 298, 737 290, 000 290, 000 
Insurance liquidation Sans s 3, 071, 702 2, 773, 000 2, 673, 200 
Other ...- : ied a 10, 867 Ravekas acral pate 
Total operating costs funded . 4, 786, 411 4. 548. 000 4.423 200 
Capital outlay (mainly acquisition of defaulted notes 10, 303, 712 12, 325, 600 14, 76.5, 200 
Total program costs funded __- 15, 090, 123 16, 873, 600 19 289, 400 
Income: r 
Premiums Sabah alsin late ali diane pctiattnenly te sbieibientadies ‘ 14, 040, 789 14, 811, 300 15, 044, 500 
Other 7 Sis degsiteetnaeibeaiiaainiaaes-ceniecoimaiiek etiaidatery 3, 277, 307 3, 597, 010 | 4,061, 900 
monet MOONNe.. 2255-2 e ace a Ldcscececatal Cap eee 18, 408, 310 | 19, 106, 400 
Excess income over program costs_.......-... atcieliataainsada sive dette 2, 227, 973 1, 534, 710 —183, C00 


' 


Another factor to be considered in portraying income in excess of costs is 
collections made against defaulted title I loans. The cost of this operation 
is indicated above under insurance liquidation. Collections received through 
the liquidation efforts during fiscal year 1959 reached $7.5 million and are 
estimated to be $7.0 and $6.9 million, respectively, for fiscal years 1960 and 1961. 

In addition to acquainting lending institutions and dealers with the program 
and of approving and supervising the lending institutions (which originate or 
purchase insured notes), the significant and measurable FHA workload in the 
initiation of title I insurance is the examination and recordation of the loan 
reports submitted by the lending institutions. This examination and recorda- 
tion is performed centrally by the Modernization Control Section of the Comptrol- 
ler’s Division in Washington. (See the “Departmental” portion of the “Personal 
services” justification under “Workload and expense by object and function.” ) 

The insurance servicing also is carried on centrally; premium billing is han- 
dled by the Electronic Data Processing Section and premium payments are 
processed by the Receipts and Deposits Section. The workload relates mainly 
to the number of insured notes in force. Premium billing activity, although a 
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direct operation, is covered in the administrative expense estimate inasmuch as 
this work is performed by a section which, as a whole, has been classed as 
administrative by agreement with the General Accounting Office. 

Title I insurance liquidation is the principal volume operation in this program, 
Under controls exercised by the Liquidation Section of the Title I Division jy 
Washington and with the participation of the Receipts and Deposits Section 
of the Comptroller’s Division, collections are made principally through the field 
offices on insured notes that have been acquired from lending institutions after 
default by the borrowers and payment of insurance claims by FHA. 


ONE TO FOUR FAMILY PROGRAM 


Mr. ‘THOMas. Family units. These are the programs here. 
Insert pages 28, 29, and 30. 
(The pages referred to follow :) 


2, Basic one to four family mortgage insurance programs (title I, sec. 8; sees, 
203 and 222) 


Although authority from three sections of the act and three separate funds 
underlie FHA’s three basic one to four family mortgage insurance programs, 
they operate essentially as one program. Section 203 and the corresponding 
mutual mortgage insurance fund represent the predominant FHA workload. 

Section 8 of title I, added to the act in 1950, authorized the insurance of 
mortgages on new, single-family, low-cost dwellings, particularly in suburbar 
and outlying areas. This authority was terminated by the Housing Act of 
1954, which provided similar authority within title II A title I housing 
insurance fund remains for meeting liabilities incurred under the former 
section 8 authority, and a small volume of insurance-servicing and settlement 
work is performed. 

Section 208 authorized the insurance of mortgages on both new and existing 
one to four family dwellings and has accounted for more than 70 percent of 
all mortgage insurance written since the inception of the program Mortgages 
are insured on one to four family structures up to statutory limits of $22,500 
for a one-family structure, $25,000 for two-family, $27,500 for three-family, and 
$35,000 for four-family. Regulations also prescribe mortgage limits on one-family 
structures of 97 percent of the first $13,500 of appraised value, SS percent of 
the next $2,500 of value, and 70 percent of value in excess of $16,000 

A modification of the section 205 program, the certified agency progran 
launched in 1958 brought the advantages of FHA mortgage insurance to Commu 
nities remote from FHA insuring offices. This was operated on an experimenta 
basis through fiscal year 1959 with expansion anticipated in the current and 
budget years. Under this variation, local lenders approved by the Federal 
Housing Commissioner are authorized to process applications for section 208 
mortgage insurance, securing necessary appraisals and inspections through FHA- 
approved fee appraisers and inspectors. 

Section 222, added to the act in 1954, authorizes the insurance of mortgages to 
finance the purchase of new or existing single-family houses by servicemen who 
have been in the Armed Forces 2 years or more. The maximum amount insur- 
able is $17,100. Otherwise the program functions essentially the same as the 
section 203 program. 

One to four family housing mortgages are also being insured under other sec- 
tions of the act (presently 213, 220. 221, and 809 and formerly 603 and 908) 
Such insurance, however, is essentially of different character, and the volume of 
new insurance involved is comparatively small. 
are identified in the discussion of 
written.) Sections 203 


(The one to four family units 
the programs under which the insurance is 
and 222 represent 98 percent of the home-mortgage 
insurance written during fiscal year 1959 and, including section S of title 1 
83 percent of the outstanding balance of home-mortgage insurance as of Septen 
ber 30, 1959. 

Through fiscal year 1959 a total of 4,264,152 mortgages have been insured in 
the amount of $33.8 billion, and 11,557 properties have been acquired at a cost of 
$87.5 million. For the same period, 9,005 properties costing $63.7 million, wer 
sold for net proceeds of $57.1 million, leaving a net charge against the funds of 
$6.6 million, or less than 0.02 percent of the insurance written, Gross incom 
through June 30, 1959, amounted to $1,002 million while disbursements totaled 
$506 million, leaving net income of $496 million; $9 million of the net 


income was 
reserved for valuation allowances. 
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Actual and estimated operating volume is as follows: 


aa. . ‘. = a = aww phils 
Actual, fiscal | Revised esti- Estimate, 
year 1959 mate, fiscal] fiscal year 
year 1960 1961 
Insurance initiation activity: 
Unit applications received: 
Sec. 203 947,719 723, 000 R21. 000 
Sec. 222 . os 23, 335 30, 000 30, 000 
Unit applications examined 
Sec. 203 914, 277 754, 200 788, 400 
Sec. 222 23, 146 29, 900 29, 900 
Units committed: 
Sec. 203 ‘ 1 533, 474 ? 877, 400 756, 900 
Sec. 222 . 22, 297 29, 900 29, 900 
Units insured 
Sec. 203 ; aaaee 456, 903 432, 300 437, 800 
Sec. 222 bi 2 ‘ ati 20, 602 11, 300 29, 900 
Inspections: 
Sec. 203 1, 456, 929 1, 314, 000 1, 339, 200 
Sec. 222 . 14, 379 59, 100 65, 100 
Insurance-servicing activity: Insurance contracts in force, end 
of year } 
Sec. 203 b i bietabei ‘ i 2, 34: 2, 607, 492 | 2, 875, 192 
Sec. 222 ‘ 64, 100 | 92, 300 
Sec. 8 joa 31, 200 | 29, 100 





Does not include 315,100 agreements to insure units outstanding June 30, 1959. 
! Includes 274,000 agreements to insure converted to commitments. 


MULTIFAMILY MORTGAGE INSURANCE 


Mr. Tuomas. Your multifamily housing units. Insert pages 35, 36, 
and 37. 

(The pages referred to follow :) 
$8. Basic multifamily mortgage insurance program (Secs. 207-210, 213, 231, and 

232 ) 

The basic multifamily mortgage-insurance fund was established by the Na- 
tional Housing Act Amendment of 1938, to cover housing insured under sections 
207 and 210. Section 207 authorizes the insurance of mortgages, including con- 
struction advances, on rental housing projects of eight or more family units. 
Speical provision initially made under section 207 for mortgage insurance on 
projects undertaken by nonprofit corporations for occupancy by elderly persons 
was transferred by the Housing Act of 1959 to section 231, below. Section 207 
also authorizes the insurance of mortgages on trailer courts and parks. Section 
210 has been combined with section 207. 

Section 213 was added by the Housing Act of 1950, authorizing the insurance 
of mortgages on cooperative housing projects of eight or more family units 
Insured mortgages may cover new and existing properties both for member 
occupancy and for sale; and nonprofit corporations may now obtain FHA-insured 
mortgages to build units specially designed for the elderly. In a sales-type 
project (one built by a nonprofit corporation or trust organized for the purpose 
of building homes for members), the individual homes may be released from 
the blanket mortgage on the project and mortgages on the individual homes may 
be insured under section 213. This section also authorizes the FHA to furnish 
technical advice and assistance in the organization of the cooperatives and in the 
planning, development, construction, and operation of the housing projects. 

The Housing Act of 1959 established two new multifamily programs. Section 
231 authorizes mortgage insurance for both nonprofit and profit-motivated 
rental housing for the elderly. Section 232 authorizes mortgage insurance for 
rehabilitation or construction of privately owned nursing homes. 

Through fiscal year 1959, under section 207-210, a total of 999 mortgages 
have been insured in the amount of $773.4 million, and 45 properties and mort- 
gage notes (6,983 units) had been acquired at a cost of $37.9 million. For the 
same period, 26 properties and mortgage notes (4,887 units), costing $21.1 
Million, have been sold or liquidated for net proceeds of $19.4 million, leaving 
anet charge against the fund of $1.7 million. 

Through fiscal year 1959, under section 213 a total of 24,932 mortgages have 
been insured in the amount of $858.6 million, and 257 properties and mortgage 
hotes (555 units) have been acquired at a cost of $4.8 million. For the same 
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period, 145 properties and mortgage notes (313 units) costing $2.9 million have 
been sold or liquidated for $2.8 million leaving a net charge of less than 
$100,000 to the fund. 

Gross income for the multifamily housing program through June 30, 1959 
amounted to $42.9 million while expenses totaled $28.3 million, leaving net jp. 
come of $14.6 million ; $7.4 million of the net income was reserved for valuation 
allowances. 

Actual and estimated operating volume is as follows on the next page: 


| Actual, fiscal | Revised esti-| Estimate 








year 1959 mate, fiscal | fiscal year 
year 1960 | 1961 
——?. $$$ = - —— — - -—— age ion 
| 
Insurance initiation activity } 
Unit applications received: 
Sec. 207 a $6, YOS 24, 000 45, OW 
Sec. 213__- 11, 093 10, 000 17, 00 
Sec. 231. pi clone ai 4,000 | 10. On 
Sec. 232 ie 1, 000 | 2 0 
Unit applications examined . 
Sec. 207 da ae 20, 956 40, 000 31, 9 
Sec. 213. -- cia ; , 8, 55 13, 700 | 13, 40 
Sec. 231 2 : . 2, OOO 7, OO 
Sec. 232 : . = 1, 000 2, OO 
Units committed: , 
Sec. 207 18, 751 36, 100 QR. 7K 
Sec. 213 ‘ 8, 190 13, 300 13, 00 
Sec. 231 . 4 2, 000 7, OO 
Sec. 232. 1, OO 2 On 
Units insured: | , 
Sec, 207__- - ee ‘ 17, 833 6. 200 | 30, 400 
Sec. 213......- 8’ 651 10, 300 2 ony 
I rcs estiseanenin ‘ OOf 4, 
Sec ‘ ashanti 500 1, 
Inspecti 
Sec average under construction 3, O98 21, 100 28, 40K 
Sec. 213 
Home mortgages (D.U 1,011 10 1, 70 
Project mortgage units (average under construc- 
tion 3.712 5 (MM 6, 0% 
Sec, 231 average under construction 41K ye 
Sec. 232 (average under construction 1 1, 40 
Insurance-servicing activity 
Insurance contracts in force, end of vear 
Sec, 207-210 seeks stk ar RNR 1. 108 
a Sigal ae Sar 22, 932 4, 427 QR 125 
Sec, 231 lf 


> 


Sec, 23 


URBAN RENEWAL AND RELOCATION 


Mr. Tuomas. Urban renewal, which deals with homes and not the 
program that we know as urban renewal. Insert pages 42, 43, and 44 
in the record. 

(The pages referred to follow :) 


4. Urban renewal, rehabilitation, and relocation mortgage insurance programs 
(sec. 220 and 221) 

Section 220, created by the Housing Act of 1954, provides FHA mortgage 
insurance on liberal terms to assist in financing the rehabilitation of existing 
salable housing and in the replacement of slums with new housing in areas which 
have been certified to FHA by the Housing and Home Finance Administrator as 
eligible for section 220 mortgage insurance. Housing covered by this section may 
be single or multifamily. 

Section 221, also created in 1954, authorizes mortgage insurance on low-cost, 
single, or multifamily housing for families from urban renewal areas and fam- 
ilies displaced by Government action. Mortgage insurance is available under 
section 221 for purchase of existing housing, rehabilitated housing, and new 
construction. It is also available for rental housing if the mortgagor is a profit 
organization or a private nonprofit organization regulated under Federal or 
State law. 

Through fiscal year 1959 under section 220 a total of 1,238 mortgages (15,540 
units) have been insured in the amount of $188.8 million. No property has been 
acquired under this section of the act. 
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Through fiscal year 1959 under section 221 a total of 8,430 mortgages (11,473 
units) have been insured in the amount of $102.5 million. Twenty-four houses 
have been acquired through fiscal year 1959 at a cost of $203,717. During the 
same period five houses were sold at a net charge against the fund of less than 
$6,000. 

Gross income through June 30, 1959, for sections 220 and 221 
$3.9 million while expenses totaled $3 million. 

Actual and estimated operating volume is as follows: 


amounted to 














—— oo oo r | a — | 
| Actual, fise: al| Revised esti-| Estimate, 
year 1959 | mate, fiscal | fiscal year 
i, | year 1960 1961 
Insurance initiation activity: | 
Unit applications received: | 
Nn ke og ke | 7,272 | 18, 000 20, 000 
a A a le } 12, 610 17, 000 | 17, 000 
Unit applications exs imined: | | 
RANI Sioa So ae els ty tspalenel 7,702 | 15, 100 | 16, 900 
Section 221 BO te rea siete Sates .| 11, 430 17, 000 | 16, 300 
Units committed: | | | 
RI in ee i a i ete 17, 463 215, 500 16, 700 
Section 221 SAILS San ca nana me 35,807 | 421,000 | 15, 100 
Units insured 
Section 220 : ee ee Re" 7, 453 9, 500 14, 400 
Section 221 soc hae eee Wed oh ec a 8, 683 | 11, 100 | 13, 900 
Inspections: } | 
Section 220: | | 
Home mortgages (D.U.) sat 1, 371 6, 600 | 8, 200 
Project mortgages (Average under construction) 6, 595 8, 600 10, 900 
Section 221: | 
Home mortgages (D.U.) Ft ti =” 30, 842 44, 600 39, 400 
Project mortgages (Average under construction) 865 1, 000 | 1, 300 
Insurance servicing activity: | 
Insurance contracts in force, end of year: | 
Section 220 1, 237 1,810 | 3, 824 
Section 221 a 8, 403 16, 650 | 26, 600 
| 
1 Does not include 93 agreements to insure 
2 Includes 126 agreements to insure converted to commitments, 
Does not include 4,963 agreements to insure. 
‘Includes 5,447 agreements to insure converted to commitments 
1} Revised esti- Estimate 
nate, fiscal fiscal year 
year 1YOU 1961 
Real estate, acquisitions, maintenance and sales activity 
Propertic juired SS ; ae 23 50 75 
Properties sold said ae er 1 8 18 
Properties on hand, end of year_.--.---- = , 19 61 118 


Actual and estimated costs and income for the urban renewal, 


rehabilitation 
and relocation mortgage insurance programs are as follows: 


| | | 
| Actual, fiscal |] Revised esti-| Estimate 
year 1959 ite, fiscal | fiscal year 
vear 1960 | 1961 
Costs: | | 
Administrative La OR ET Te a : | $310, 644 $340, 000 $377, 000 
Insurance initiation ‘ . -| 737,477 1, 274, 000 1, 411, 000 
Insurance servicing. ......--- pus. karate 13, 071 | 33, 000 | 57, 000 
Real estate, acquisition, maintenance, and sales 968 | 4, 800 8, 800 
Total operating costs funded . oo ss hove ‘ | 1, 062, 160 1, 651, 800 1, 853. 800 
Capital outlay we . set ia js 207, 434 | $42, 236 654, 700 
Total program costs funded ........................ ks 1, 269, 594 2, 094, 036 | 2, 508, 500 
Income 
Fees and premiums. -- a ee ee Be 2, 162, 740 3, 561, 700 | 5, 149, 800 
Other 53 te FE nee tt ae 50, 628 104, 400 | 235, 300 
Total income... eer chide cabebde wecebwdind dadandie dh Settled | 2, 213, 368 3, 666, 100 | 5, 385, 100 
Excess income over program costS.........--.----.------.-..-- 943, 774 1, 572, 064 | 2, 876, 600 
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Oruer ProgrRams—E.perty Hovsine 


Mr. Tuomas. Your other programs, your special programs. What 
about. housing for the old folks¢ Where is that to be found in your 
justifications / 

Mr. Srarr. That would come in multifamily. 

Mr. Tuomas. I looked through here at length, and I could not find 
it. Have you any program on that / 

Mr. THorn tron. Section 231 provides for that. 

Mr. Tuomas. What page of the justifications is that on, please? 

Mr. Trornton. Page 37. 

Mr. Tuomas (reading) : 


The Housing Act of 1959 established two multifamily programs. Section 23 


authorizes mortgage insur: ance for both nonprofit and profit-motivated renta] 
housing for the elderly. Section 232 authorizes mortgage insurance for rehabj] 
itation or construction of or ivately owned nursing homes. 

What is your program for this year in this regard / 

Mr. ZimmMerMAN. On the nursing homes? 

Mr. Tuomas. No, for homes for the elder ly. 

Mr. Srarr. We have on page 37 the applications and commitments 
table for that. 

Mr. Tomas. What does your program do for the elderly? Spell 
it out in detail. As well as I recall, it does not do too much. It 
offers a 90 percent loan, cee it not ¢ 

Mr. ZimmerMan. For the nonprofit, 100 percent; for the profit, 
90 percent. It is not too different from the other multifamily insur- 
ance programs, with some special design on construction. 

Mr. Tuomas. What is the period for these mortgages; 30 or 40 
year ¢ 

Mr. ZimMERMAN. Forty years. 

Mr. Tuomas. Of course, you do not deal with any subsidies in con- 
struction operation. That comes under pub lic housing. Hlow much 
authorization did you have and how much has been used 7 

Mr. ZimMERMAN. On elderly housing / 

Mr. Tuomas. Yes. 

Mr. Zimmerman. That comes under the general mortgage insur- 
ance authorization for which we received an additional S8_ billion 
last. year. 

Mr. Tromas. Can you give us those figures here? For fiscal year 
1959 under sections 207-210, a total of 999 mortgages have been in- 
sured in the amount of $773.4 million. Are these properties for the 
old folks ? 

Mr. Starr. Some of that conceivably could be, but most of this was 
insurance written before we had this program. 

Mr. THomas. Right here be good enough to detail how m: uny non- 
profit properties have been constructed with 100-percent loans, how 
many profit units have been constructed with 90-percent loans for the 
elderly, what is the average rental on the units where it is for profit 
and where it is for nonprofit; and how many family units have been 
constructed under both classifications—dealing now purely with hous- 
ing for the elderly. 

Mr. Srarr. I have no information—unless Mr. Thornton has 


which would show how many nonprofit corporations there are under 


this new act, and it is new, coming in only last year. 
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Mr. Tuomas. What was the total authorization for housing for the 
elderly ¢ 

Mr. Starr. We have no total authorization. It is in the general 
insurance authorization funds, section 217. At the present time we 
have several billion dollars unused in that fund. 

Mr. Tuomas. Is any of it earmarked for the ey? d 

Mr. ZIMMERMAN. No, sir. Mr. Chairman, in part answer to your 
question, there have not been any projects for elaeety housing under 
the new profit provision. It has been very recently, just within the 
last few weeks, that we got rules and procedures out a the profit 
program. Perhaps I could supply the accurate figures, but I can tell 
you 
' Mr. Tuomas. That none has been constructed under it, is that right? 

Mr. ZimmMerMAN. That is true. Under the nonprofit, however, in 
answer to Congressman Yates’ question, on the nonprofit, it is 100- 
percent replacement cost, as I recall; whereas on the profit it was 90 
percent of value. I cannot remember whether the figure is 18 projects 
or 21 projects, but somewhere in that neighborhood. 

Mr. Tuomas. They are sponsored by churches / 

Mr. Zommerman. That is right. We have had that many which 
have been constructed and are now occupied. We have about the 
same number, 18 or 20, that are under construction, and then we 
have 
Mr. Thomas. About 18 or 20 under construction, 18 or 20 con- 
structed and completed, and a good many applications; and you will 
supply for the record how many applications, how many units have 
been completed, and how many units are under construction. 

Mr. Zimmerman. About 100 units per project. 

Mr. THomas. You may straighten that. out. 

(The information requested follows :) 
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Mr. Tuomas. Do you know what the average rental is? 

Mr. ZIMMERMAN. I will give you some rough figures, 

Mr. Tuomas. You may str aighten the rec ord out. 

Mr. ZrommerMAN. On the nonprofit part of the program we do not 
prohibit what is called the founder’s fee. We do make this pro- 
hibition in the profit part of the program. The founder’s fee runs 
all the way from nothing to a good many thousand dollars, perhaps 

¢7.500. In some cases it m: Ly actually exceed that. Whether or not 
owe is a founder’s fee, the charges generally, I suspect, are in the 
neighborhood of roughly $100, $100 to $140, or $150 for their services. 

Mr. Trornton. No, not that high. $100 would be the most, on the 
average for services excluding meals, 

Mr. ZIMMERMAN. Instead of guessing at that, I have this kind 
detail which I could submit for the record. 

Mr. Trromas. You may submit that for the record. 

(The information requested follows :) 
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Mr. Tuomas. How does this FHA program for housing for the 
elderly differ from that for public housing / 

Mr. ZimMerMAN. The only obligation on the part of the Federal 
Government is one of insurance, insured financing. In public hous- 
ing you would have your subsidized debt service. In other words, 
where the income is inadequate to service the debt, then this would 
be an obligation of the Government. No such concept is contained 
inthe F HLA elderly housing program. 


DIRECT LOAN PROGRAM FOR ELDERLY 


Mr. Tuomas. Is there not a program in the Housing Act of 1959 
specifically setting up a program for housing for the elderly which 
is different from the FHA program ¢ 

Mr. ZimmerMAN. Yes. This is a direct lending program, an 
HHFA program. 

Mr. Tuomas. That comes under the Office of the Administrator ? 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Tuomas. Explain that program to us, if you will. How does 
it differ from FHA? An insurance program is different. By my 
question I mean the difference in the cost to the occupant. How does 
the program enacted last year under the jurisdiction of the Adminis- 
trator’s Office differ from that under the jurisdiction of the Adminis- 
trator for F ELA in reference to housing for the old folks? 


Mr. ZimmerMan. As far as the FHA program is concerned, we 
administer an interest rate ceiling much as we do under our other 


programs. As far as the HHFA program is concerned, I] presume 
that this direct lending money is available. 

Mr. Tuomas, They have authority, too. They can make 100 per- 
cent loans; can they not ? 

Mr. ZimMeRMAN. As far as I know, they can. 

Mr. Tromas. Well, 98 percent. 

Mr. E1seman. Mr. Chairman, the budget does not contain a recom- 
mendation for activation of that program. 

Mr. Tromas. I understand. 

Mr. E1seman. There is no appropriation request for activation of 
the direct loan program. 


ELDERLY HOUSING RENTAL RATES 


Mr. Tuomas. Go ahead and explain the program. The difference in 
the long run will be the difference in the cost to the occupant. Can 
you spell that out under your program and under the program as 
laid down in last year’s Housing Act which gives the Administrator 
of the HHFA authority to make a 98-percent or 100-percent loan ? 

Mr. ZimmerMAN. I would suspect, sir, that the only difference would 
be a possible difference in the cost of the money. If they are able to 
finance the project conventionally and are willing to do so, they will 
pay the going rate for the money, not to exceed whatever we set as the 
ceiling. At the present time it is a 514-percent ceiling. If they are 
able to borrow the money directly from the Government, they may 
get it at some lesser cost. 

Mr. Tuomas. Figuring it out in terms of rent, under your program 
do you have a guess figure, which you may straighten out for the record 
53225—60—pt. 2 62 
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later, what one of the units would rent for, say a one-bedroom unit, 
under FHA and what the same unit would rent for under the program 
under the Office of the Administrator ? 

Mr. ZimmerMAN. Although they vary so much, I would say gen- 
erally the FHA elderly housing projects probably rent in the neighbor. 
hood, on the average, of $100. I suppose the possible difference in the 
price of money would be a few dollars a month difference. 

Mr. Tuomas. The rent would be how much now ? 

Mr. THornton. About $15 or $20 a month difference. 

Mr. Tuomas. Then the same unit would rent for $80 to $85 a month. 

Mr. Yares. What size unit would rent for $100 a month? 

Mr. Tuomas. That sounds high to me. Is that a reasonable guess? 

ee Tuornton. Yes. They have a maximum interest rate of 3 or 

14 percent, whereas our maximum interest rate is 51/ 

RP Tuomas. Would it be a correct statement, then, th: at the same 
unit under FHA for the elderly would rent for $100 a month, and 
under the program laid down by the Office of the Administrator of the 
Housing and Home Finance Agenc y would rent for from $80 to $85 
a month ? 

Mr. Tuornton. That is correct. 

Mr. Tuomas. That is the figure I was trying to get. 

Mr. Yates. What size unit rents for $100 a month ? 

Mr. Trromas. A one-bedroom unit. 

Mr. ZimMeERMAN. Yes. That is quite a rough guess on my part. I 
will submit the whole history of the program. 

Mr. THornton. What we would have to give for the record would 
be a distribution of the service charges. 

Mr. Tuomas. Break it down. 

Mr. THornton. We cannot average them, there is such a variety of 
services. 

Mr. Tuomas. Break it down. There will be a variance of 15 or 20 
percent on the down side, then. 

Mr. ZIMMERMAN. We will tell you the story on it. 

(The information is shown on p. 976.) 

Mr. Tuoomas. Any questions on that part, gentlemen ? 


ELDERLY HOUSING FOUNDERS’ FEES 


Mr. Yares. Yes. I would like to know why you allow a found- 
er’s fee. Is this permitted by the legislation? Does the legislation 
specifically allow it ? 

Mr. Tuornton. There is no reference to it. 

Mr. Yates. Why do you allow a founder’s fee? What is the pur- 
pose of it ? 

Mr. ZimmerMAN. I will do my best to answer that question. 

Mr. Yates. Who initiated it? Did it come in under Mr. Mason’s 
administration or under yours ? 

Mr. ZrimmerMAN. Under Mr. Mason’s administration, before I joined 
the Agency. 

I think the rationale is perhaps tied to the financing arrangements, 
the initial capital requirements. Also, I am sure that it is considered 
part payment on the part of the occupant. The founder’s fee gives 
such a person rights and benefits for the duration of their lives, as I 
understand it, and the monthly costs are then proportionately less. 
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Mr. Yates. Will you explain for the record what is a founder’s 
fee! 

Mr. ZimMERMAN. It is just in the nature of a downpayment for this 
obligation that the project management is taking upon themselves 
I have asked the same questions, and concluded under the profit part 
of the program that it would not be proper, and there was too much 
danger of abuse. 

(Off the record.) 

Mr. Tuomas. Gentlemen, let us come back at 1 o’clock and see if 
we can finish this up in an hour and a half. 


FinancraAL Review 


Mr. Tuomas. Let us look at the financial review. We shall insert 
pages 59 through 65 in the record. 
(The pages referred to follow :) 


During the first 3 years of FHA’s existence (through fiscal year 1937) its 
operating expenses and original insurance funds were advanced by the U.S. 
Treasury through the Reconstruction Finance Corporation. During the suc- 
ceeding 3 years (through fiscal year 1940) FHA’s operations became increasingly 
self-supporting, and since that time have been entirely so. 

In fiscal 1954 the FHA fully liquidated its indebtedness of $86.5 million 
(including $21 million in interest) to the Treasury. 

The tables that follow summarize FHA’s present and anticipated financial 
position. 

Table C-1, “Statement of Financial Condition,” shows assets, liabilities, and 
insurance reserves for future losses at the close of the last fiscal year and as 
estimated for the present and coming fiscal years. Total assets are estimated 
at $1,274,483,392 by June 30, 1961, an increase of 27.2 percent from the close of 
the past fiscal year. Liabilities are expected to decrease 4.2 percent during the 
same period. Total reserves available for future losses will increase from 
$757,912,171 at the close of the past fiscal year to $1,040,676,442 on June 30, 
1961, an increase of 37.3 percent. 

Table C—-2, “Summary of Insurance Resesrves by Fund,” shows the insurance 
reserve attributable to each insurance fund and to each group of operating 
programs (including the amounts transferred among funds to assist the spe- 
cial-incentive and emergency-type programs). 

Table C-3, “Determination of Reserves by Fund,” shows, for each major pro- 
gram grouping, the income and other credits attributable to it, the disburse- 
ments and other charges, and the resulting reserve balance, as of June 30, 
1959, and as estimated for the 2 succeeding fiscal years. 

An analysis of the attached chart comparing losses to insurance written indi- 
cates that actual losses to insurance written under all programs through June 30, 
1959, averaged 0.22 percent. Under the major program, covering home mortgages 
only, losses had been only 0.02 percent of the insurance written. 

As has been shown elsewhere, funds available to cover insurance losses (in- 
surance reserves) had reached $757,912,171 at June 30, 1959. This is 2.7 percent 
of insurance in force. 

Table C4, “Reserves for Properties and Mortgages on Hand,” shows the “valu- 
ation reserve” (reserve set aside specifically to cover losses on the turnover of 
properties and mortgages acquired in the settlement of mortgage insurance 
claims) in relation to the volume and acquisition cost of properties and mortgages 
held as of June 30, 1959. It will be seen that, overall, these reserves equal 36.8 
percent of the acquisition cost of the security held. 

Table C—5, “Analysis of Property Sales and Losses,” offers insight concerning 
the adequacy of the reserves maintained to cover losses on the sale of acquired 
security (shown in the previous table) by showing the loss experienced through 











June 1959 by section of the act. The percent of loss to claims paid or debentures 
and cash adjustments issued on sold security is 22.59 percent whereas the re- 
serves for such losses equal 36.8 percent of the cost of security held. 

Further information concerning the present property inventory and antici- 
pated transactions through fiscal 1961 will be found in table C—6, “Property and 
Mortgage Transactions,” followed in table C-7 by detailed information on de 
faults, acquisitions, sales, and inventory of acquired property by State as of 
June 30, 1959. 


TABLE C-—1.—Slatement of financial condition as of June 30, 1959, 1960, and 1961 


June 30, 1959 | June 30, 1960 | June 30, 1961 


Current assets 


Cash . $41, 042. 391 $29, 892. 790 $26, 178. 40% 
Accounts receivabl 5. 750, 000 10, 187, 100 1, 120, 30 
Accrued income 23, 735, 315 $3, (126, GOK 16, 856, 20) 
Total, current assets 70, 527, 706 73, 706, 790 S4. 154, OO 
Investments 

U.S. Government securities (amortized 596, 726, 870 689, 040, 650 ‘i 170), 150 

Stock purchased in rental and cooperative housing cor 
porations . 461, 660 44. 0OU 06, 800 
Total, investments : 597. 188, 530 ARO 3 650 S03, 066, 950 


Other assets 








Mortgage notes acquire lon sale of properties (less reserve 
for losses 139, 426, 879 168, 475, SOK 193, 305, 40K 
Acquired security 
Real property (at cost less reserve for loss« 91. 656, 282 Q5, RQR. DK 15, B00, SOK 
Mortgage notes acquired under terms of insurances 
cost less reserve for losses 82. 4579. 406 a) ATO. SOK 77. BR OK 
Defaulted title I notes (less reserve for losses 5, 764, 462 15, 637, 800 16, 387, 50¢ 
Furniture and equipment (less reserve for depreciation 1, 750, 252 1, 730, 252 1, 630, 252 
Assets held for account of mortgagors 3, 054. 448 154, 5O 5, 254, 
Total, other assets 7 334, 331, 729 365, 405, 882 387, 201. 452 
Total assets sae 1, 002, 047, 9E5 (1, 128, 686, 292 274, 483, 392 
LIABILITIES 
Curren: liabilities 
Accounts payable 5, 367, GOR 5 118. 7K g 
Participation dividends payablk $, 726, 408 5. 000, 00K 6, OOO, 00K 
Accrued interest on debentures 2, 220, 876 2, 142, Or 1, 847, OO 
Trust and deposit liabilities 35 19, 826, 70K 20, 411, 30f 
Deferred credits (unearned fees, premiums, and other 70), 677, 875 73, 400, 300 7, 456, 50K 
Total, current liabilities 103, 202. 302 105. 488, 600 110, 833, 50K 
Debenture obligations 
Debentures payabl sned and outstanding 110, 429, 100 115, 868, 950 106, 490, 1K 
Debentures authorized for issue and debenture claims in 
pr ess of audit 29 (120. 650 19. ORS. By 9 
Total, debenture obligations 138. 449. 75 134. 952. 450 1271. 68 
Other liabilitic Reserve for foreclosure costs, defaulted mort 
gage notes 1. 393. 742 204 ( 
To iabilities 244, 1 704 41,83 233, S06, Ot 
RESERVES 
Statutory reserve, participating reserve account 125, 814, O81 146, 400, 000 168, 400, 00 
Insurance reserve 632, 098, 090 740, 451, 142 871, 276, 442 
Total, reserves 757, 912, 171 SSH, S51, 142 1, 040, 676, 442 
Total, liabilities and reserve 1, 002, 047, 965 1, 128, 686,292 | 1, 274, 483, 392 
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TABLE C-—2.—Summary of insurance reserves by fund (insurance reserve, statutory 


reserve and contributions from other FHA insurance funds) as of June 30, 1959 


Insurance Total insur- 
reserve Contribu- ance reserve 
(deficit (—)) tions from and contri- 
including other FHA | butions from 
statutory insurance other FHA 
reserve funds insurance 
| funds 
| = | ai 
Home modernization and repair insurance program: Title I, 
sec. 2 $78, 510, 545 $78, 510, 545 
Basic 1-4 family mortgage insurance program: 
Title I, see. 8 ; ; 3, 871, 040 $1, 000, 000 4, 871, 040 
Title II, sec. 203 475, 988, 070 475, 988, 070 
Title II, sec. 222 5, 741, 340 1,000, 000 | 6, 741, 340 
Total 485, 600, 450 2, 000, 000 487, 600, 450 
Basic multifamily mortgage insurance programs: Title I, 
secs. 207 and 213 } 7, 200, 956 5, 400, 000 12. 600, 956 
Urban renewal, rehabilitation, and relocation mortgage 
insurance program: 
Title II, sec. 220 740, 52 1, 000, 000 1, 740, 524 
Title I, sec. 221 124, 190 1, 000, 000 1, 124, 190 
Total 864, 714 2, 000, 000 2, 864, 714 
Armed services mortgage insurance program: Title VIII, 
secs. 803 and 809 16, 371, 863 16, 371, 863 
Emergency and other special incentive programs 
Title VI, sees. 603, 608, 609, and 611 165, 466, 525 165, 466, 525 
Title VII 1, 104 910, 000 911, 104 
Title LX, sees. 903 and 908 16, 413, 986 10, 000, 000 6, 413, 986 
Total 149, 053, 643 10, 910, 000 159, 963, 643 
Total . 737, 602, 171 20, 310, 000 757, 912, 171 


T ABLE C-3. Determination of reserves 


HOME MODERNIZATION AND REPAIR INSURANCE PROGRAM (TITLE I, SEC. 2 
Actual Estimated Estimated 
through through through 


June 30, 1959 | June 30, 1960 | June 30, 1961 


Income and other credits 





Fees and insurance premiums : $198, 628, 5s 213, 439, 898 $228, 484, 398 
Income on investments 6, 427, 8, 921, 240 11, 887, 440 
Interest 9, 141, 10, 244, 774 11, 340, 474 
Miscellaneous income 32, 997 32, 997 32, 997 

Total i 214, 230, 599 232, 688, 909 251, 745, 309 

Disbursements and other charges 

Salaries and expenses 45, 236, 267 49, 806, 367 | 54, 353, 567 
Miscellaneous expenses 401, 598 401, 598 401, 598 
Losses on defaulted notes, et« 60, 225, 607 65, 925, 607 71, 625, 607 
Contributions to title I housing insurance fund 1, 000, 000 1, 000, 000 1, 000, 000 
Provision for valuation reserves 28, 856, 582 28, 626, 500 29, 997, 700 

Total ~ 135, 720, 054 145, 760, 072 157, 378, 472 

Insurance reserve én 78, 510, 545 86, 878, 837 94, 366, 837 
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TaBLE C-3.—Determination of reserves—Continued 


BASIC 1-4 FAMILY MORTGAGE INSURANCE PROGRAM (TITLE I, SEC. 8; TITLE I, 
SECS. 203 AND 222) 





) ae 


Income and other credits: 


| 
Fees and insurance premiums..................---------- $910, 167, 104 |$1,044,948,404 ($1, 201, 833, 304 
EE EE ee ee ; 90, 456, 533 | 104, 631, 979 121, 724, 879 
| ee ee | 165, 304 | 265, 304 365, 304 
Interest on debentures purchased --__._...........-------- 868, 462 | 1, 668, 562 2, 393, 662 
Contribution from title I insurance fund_- sai hearucateeniieia 1, 000, 000 | 1, 000, 000 1, 000, 000 
Contribution from war housing fund_..............-.-.-- | 1, 000, 000 | 1, 000, 000 1, 000, 000 
te a apostate pth ote }1, 003, 657, 403 |1, 153, 514, 249 | 1,328, 317, 149 
Disbursements and other charges: | 
SN CONE on ncunknecendecsbouesene saleiiaia ieee 388, 365,400 | 430, 320, 700 475, 009, 600 
Interest on funds allocated by U.S. Treasury a --| 17,059, 846 17, 059, 846 17, 059, 846 
Nee 17, 724 17, 724 | 17, 724 
Loss on sale of acquired se curity - BEA E STA 6, 533, 121 | 8, 911, 821 | 11, 297, 121 
Participations in mutual earnings distributed...---_---- 94,056,916 | 105,470,997 | 117, 470, 997 
Contribution to housing insurance fund... ..........-- | 1, 000, 000 | 1, 000, 000 1, 000, 000 
Provision for valuation reserves__..........--...--.-- ea 9, 023, 946 | 9, 418, 700 9, 894, 700 
ie cciedmbendiet 516, 056, 953 572, 199, 788 631, 749, 988 
Reserves: 
Insurance reserve a _..| 361,786,369 | 434, 914, 461 527, 167, 161 
Statutory reserve—participating..- _..................-..- 25, 814, 081 146, 400, 000 | 169, 400, 000 
BR tsiaiedt tial inciecceiktnb atkins sechateliae tina dict cins eitcitipideaaneniced | 487,600,450 | 581, 314, 461 696, 567, 161 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. We will look at the administrative expenses estimate. 
This is $8,800,000, an increase of about $700,000 this year over last 
year. Last year it was $8.1 million. The year before that it was 
$7.872 million. 

You had two deficiencies in 1958, one in April of about $2 million, 
which would go for the fiscal year 1958, and then you had one in 
August of $4. 6 million, which would go for the fiscal year 1959. I 
think, however. they were nonadministrative deficiencies. 

Mr. Srarr. We had $100,000 for administrative expenses in one of 
them. One was $4,500,000 for nonadministrative and $100,000 for 
administrative. 

Mr. Tuomas. My understanding is that it was $2 million and $4.6 
million. 

Mr. Starr. I refer tothe big one we had. 

Mr. Tuomas. It was $4.6 million. 

Mr. Srarr. That is right. That is split $4.5 million nonadministra- 
tive, plus $100,000 for administrative. 


ADMINISTRATIVE EMPLOYMENT 


Mr. Tuomas. We are looking at administrative expense, 942 for 
1959. Isthis man-years, jobs, or what ? 

Mr. Srarr. Man-years. 

Mr. Tuomas. According to that you have about 1,020 jobs for 1959. 
You show 989.5 man-years for 1960, and a sizable increase to 1,039.5, 
for 1961, which would be about 1,140 full-time jobs. Is that right ? 
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Mr. Srarr. Yes; it will be considerably more than the average. We 
allow a lapse of 40 or 50 jobs in this group. They are coming and 
going all the time. 

Mr. Tuomas. Where are these people located ? 

Mr. Starr. They are in headquarters, the Controller’s Division has 
a good number and General Services, Central Files. 

Mr. Tuomas. You have some located in the field, though, which are 
charged to administrative expense. Is that right? 

Mr. Starr. That is correct. We have possibly another 100—no, 
those in the field we changed. They are now charged to the non- 
administrative departmental payroll. They are located in the field, 
though. 

Mr. Tuomas. That is what I say. They are charged to this payroll, 
administrative expense payroll, and located in the field. 

The answer is “yes.” Do you know how many ? 

Mr. Srarr. Possibly 170 to 175. 

Mr. Tuomas. Are they included in these 1,140 or 1,150 jobs for 
1961? 

Mr. Srarr. You are getting me just a little bit off on this, Mr. 
Chairman. 

Actually most of those people I just mentioned are not in the 1,140 
you refer to. They are in what we call nonadministrative depart- 
mental. 

We have certain functions in Washington 

Mr. Tuomas. We are not talking about nonadministrative depart- 
mental. We are talking about administrative expense and we are talk- 
ing about some of them being located in the field but they are still 
charged to this account. Ninety or ninety-five percent is in this de- 
partment in Washington. 

Mr. Srarr. That is correct. At the moment I cannot enumerate 
those. 

Mr. Tuomas. There are 75 or 100 in the field but charged to this 
expense. I saw that somewhere. 

Salary cost goes up about $335,000 this year. 

The overtime and holiday pay is $100,000 against $100,000. 

The night work differential is shown, and terminal leave payments 
are shown. 





OTHER ITEMS OF EXPENSE 


Why is the travel so much? Why should there be an increase of 
$25,000? This is mostly district travel, is it not? 

Mr. ZimMERMAN. Travel expense we believe will go up a cent a mile 
and we have that covered in there. We are still 8 cents per mile and 
I think we will have to go up. 

Mr. Tuomas. Rents and utilities go up practically $100,000. 

Printing and reproduction goes up practically $100,000. 

Mr. Starr. I might comment on those two items. 

Mr. Tuomas. Other contractual services is up $100,000. 

Supplies and materials are up about $100,000. 

One is statutory and you can do nothing about it. What about the 
other three ? 

Mr. Srarr. As to rents and utility services, $7,000 of that increase 
will be attributable to space cost increases. 
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Ninety thousand dollars of it will be attributable to the conversion 
of our electronic data equipment over to what is referred to ag 
RAMAC. That will increase our rental about $90,000. 

Mr. Tomas. With the increase in rental you should show a pro- 
portionate decrease in your salary cost, but instead of that you have 
an increase. 

Mr. Srarr. That is true. During the first 6 or 8 months or year 
of this operation to which we are “converting we will be operating 
a dual system. 

Mr. Tuomas. Whose system will use it, Mr. Thompson’s ? 

Mr. Srarr. Yes. 

Mr. Tuomas. He is just looking for 27 new jobs himself. 

What is the purpose of having these machines if the salary cost 
is going up ? 

Mr. THompson. During the first 12 months after we get these ma- 
chines, we are going to have to continue with a dual operation until 
all the work that was on hand at date of installation is completed. 

Mr. TuHomas. What is the rental for the machines / 

Mr. Srarr. About $160,000 a year. It will increase about $90,000, 

Mr. Tuomas. About $250,000 of this $730,000 is for machines? 

Mr. Srarr. That would be correct. 

Mr. Tuomas. How long have you had these machines / 

Mr. THompson. We have had mechanical equipment right from the 
beginning. This is a changeover to tape operated electronic data 
processing equipment. 


PRINTING AND REPRODUCTION 


Mr. THomas. What about the printing and reproduction? You go 
up practically $100,000 on that. 

Mr. Starr. That is practically all tied in with this RAMAC sys- 
tem. We have to buy a whole new set of nels and distribute them 
to the field offices around the « ‘country. Our inventory in the first year 
will be about $100,000. These are punchcards. 

Mr. Tuomas. Cost of tabulating cards increased from $17,250 to 
$120,685. 

Insert page 97. 

(Page referred to follows :) 


06 Printing and re production 


Actual, Estimate, Estimate 
fiscal year fiscal year fiscal year 
1050 1u60 1961 

Tabulating cards $16, 000 $17, 250 $120, 685 
Marginally punched forms. - 4 17, 740 18, 000 19, 000 
FHA annual report aa 7, 000 7,000 7,000 
Miscellaneous forms - 22, 967 23, 000 23, 000 
Total i : 63, 707 65, 250 169, 685 


The cost of tabulating cards increases from $17,250 to $120,685 to provide 
the additional set of cards for the field offices, with case number and trans- 
action code prepunched by the manufacturer, which will be required when the 
new electronic data processing system, discussed on page 90 is initiated. The 
1960 and 1961 estimated cost of marginally punched forms is based on the 
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mortgage insurance workload; and the requirements for the annual report and 
miscellaneous forms and publications are based on the current rate of expense 
for these items. 

Mr. Tuomas. Do the field offices already have these machines? 

Mr. THompson. No. They will just complete the cards. Most of 
the cards will be prepunc hed by the manufacturers and there will be 
only certain data that the field will insert on the card for us and 
mail it in. 

RENTS AND UTILITIES 


Mr. Tuomas. The rental of IBM equipment will increase from 
$160,000 to $250,800. When will you show a justification for these 
$950,000 of expenditure ? 

Mr. THomrson. Equipment was put on order in December of 1959. 
It takes a year to 18 months to get delivery of the equipment. 

There is no way we can determine definitely when the machines 
will be delivered. 

Mr. Tuomas. Did they give you any reasonable guess as to when 
they will be delivered / 

Mr. THompson. A year to 18 months. 

Mr. Tuomas. That much leadtime? 

Mr. THomrson. That much leadtime; yes, sir. 

Mr. Tuomas. Insert page 96, also. 

(Page referred to follows:) 


O5 Rents and utility services 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1959 1960 196) 
Rents and utility services _. $468, 189 $472, 300 $479, 200 
Rent of IBM equipment _-. ‘ 163, 085 160, 000 250, 080 
Total ; ‘ i ; 631, 274 632, 300 730, 000 


FHA occupies space in three buildings in the Washington area. The amount 
of space occupied, the cost per square foot, and the estimates for space and utility 
charges are itemized below, followed by the distribution between administra- 
tive and nonadministrative, which is made on the basis of the number of 
employees occupying the space. New space has been acquired for the District of 
Columbia insuring office; and the space now occupied by the departmental staff, 
at an annual rate of $812,400, will house the estimated fiscal 1961 staff. 


Number Cost per Annual cost 
square feet square foot 
S11 Vermont Avenue N W 77, 892 $3. 44 $267, 820 
333 3d St. NW 115, 515 4. Of 469, 222 
1725 15th St. NE 19, 448 1. 52 75, 358 
Total 242, 8 3. 35 812, 400 
Actual, fisca Estimate, Estimate, 


year 1959 


fiscal year 


fiscal year 


1960 1961 
Washington space and utilities 
Administrative $468, 189 $472, 300 $479, 200 
Nonadministrative departmental 300, 930 325, 000 333, 200 
District of Columbia insuring office 40, 300 15, 100 
Total 809, 419 812, 400 812, 400 





988 





OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What about the other contractual services and sup- 
plies and materials? 

Mr. Srarr. Other contractual services show an increase. $60,000 
of that is going to be a new item, health insurance cost. 

Mr. Tuomas. Insert page 98. 

(Page referred to follows:) 


O? Other contractual services 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
GAO audit. a ke $130, 000 $100, 000 $90, 000 
P iblic Health | Servi ice _ em : 5, 364 4, 755 4, 755 
8 curity investigations_. 10, 350 7, 400 11, 400 
Government employees’ insurance 19, 625 21,615 26, 000 
Repair and maintenance of furniture and equipment and GSA 

charges for building maintenance ; 7, 408 60, 000 67, 750 
Rental of automobile equipment 4, 363 4, 500 4, 500 
Health insurance 60, 000 
Informational material : ; : 30, 000 
Total. etpaitienenibe clint ec leahé = 227,110 198, 270 294, 405 


The estimated cost of the audit in the estimates for 1960 and 1961 is based 
on recent advice from the General Accounting Office. 

The estimated cost for Public Health Service for employees in the Wash- 
ington area is based on recent advice from the Public Health Service. The 
Government’s contribution to the Government employees’ insurance fund is 
based on the current rate of approximately 98 percent employee participation 
at an average insurance amount of $8,000. Repair and maintenance of build- 
ings and equipment, reference service, and GSA charges are based on the cur- 
rent rate of expense to which has been added the estimated cost of carpentry 
and electrical work incident to preparation of the site of installation of the 
650 Ramac system. 

Mr. Srarr. The health insurance program which starts on July 1. 

Then there is another item of $30,000 for a film in which we are 
interested. We feel there will be benefit from that. 

Mr. Tuomas. What is the informational material of $30,000? 

Mr. Srarr. That isthe item I just mentioned, the film. 

Mr. Tuomas. What is the nature of the film ? 

Mr. ZimmerMAn. I had better speak to that, Mr. Chairman. 

I learned from very extensive traveling over the country last year 
to my surprise that there was a lot of misinformation and failure to 
appreciate the benefits that can come from these various FHA pro- 
grams, and it seemed to me, after having made some study of the 
costs involved, that it would be worthwhile to produce a film that 
could be shown generally over the country to the consumer groups. 

Mr. Tuomas. The Homebuilders Association in eve ry town is beat- 
ing the drum. If the people are not apprised of your program 

Mr. ZimmMerMAN. Of course, there are new programs, thanks to 
Congress, coming along every year or so. 


ADMINISTRATIVE EMPLOYMENT 


Mr. THomas. Let us look at your employment sheet. 
Insert 77. 
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(Page referred to follows :) 


The following table analyzes the increase in the budget year’s estimate over 
the current year’s limitation: 











Average Amount 
employment 
a a . — msi aoe seein = coats hepa — 
Limitation, fiscal year 1960- -- sine Ye ae 970.0 $8, 100, 000 
Add: 
" 1. Strengthened line supervision_.___- tis 3.9 | 50, 000 
2, Strengthened program supervision and advisory : services. 13.2 136, 000 
3. Fiscal and administrative costs arising primarily from increased insur- 
ance in force ‘ : 27.5 | 157, 000 
4. Intensified audit and examination program - | 4.4 53, 000 
5. Institution of improved ele*tronic data processing sy stem. ; eae 226, 000 
6. Improvement in nonexpendable property recordkeeping - , S 20, 000 
7. Informational material ia . 30, 000 
8. Cost of Government employees’ health insurance. -___- 60, 000 
iiednbdl bkemeceaiigcens 
Total_. sacked canceaen aie calictstecian devia Sadnaainadie ei atic aan | 1,019.0 | 8, 832, 000 
Less: | 
1. Reduction in cost of audit : 10, 000 
2. Reduction in work in excess of 52-week base____. = 22, 000 
Fiscal year 1961 administrative expemses_-..............-..-- : te 8, 800, 000 





Mr. Tuomas. You have 970 average employment. For all practical 
purposes that is about 1,080 jobs, is it not? 

Mr. Srarr. That is right. 

Mr. Tuomas. How many vacancies did you have as of January 1 
in your administrative expense ? 

Mr. Srarr. We have authorized positions, if I remember correctly, 
of 1,012 outstanding, so there would be a difference there. We have 
about 970 on board at the present time, so we have about 42 vacancies. 

Mr. Tuomas, Do you have an accurate figure ? 

Mr. Srarr. It moves eve ry day. 

Mr. Tuomas. You do not have 1,012 positions. If these are man- 
years you have nearer 1,100 or 1,080 to be exact. 

Mr. Starr. We have a lot of positions but we have a control on 
them. Those I speak of are the positions the staff is authorized to fill. 

As you say, we may have 1,100 or 1,150 positions. 

Mr. Tuomas. The staff has not authorized all of those. How many 
are vacant that the staff has not authorized to be filled ? 

Mr. Srarr. Eleven hundred jobs on the books but they are not au- 
thorized to be filled beyond about 1,012. There is a lot of paperwork 
to reestablish a job so they are not always abolished. 

Mr. Tuomas. You are asking for about 45 or 50 new jobs. Why 
not use some of those you already have authorized? 

Mr. Starr. Mr. Thompson can speak to this. 

Mr. Tuomas. You are speaking for an increase of 49. 

Mr. Starr. That is correct. 

Mr. Tuomas. Apparently you have some 42 vacancies in the au- 
thorized jobs and perhaps another 75 or 100 are authorized which 
you never filled. 

Mr. Starr, The others were not authorized. ‘They were established 
at one time or another and they have no authority to fill those now. 

Mr. Tuomas. “Strengthening of line personnel.” I wish you 
would give us positions rather “than man- years. You want line su- 
pervision in the Commissioner’s Office. 
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Mr. Thompson in the fiscal and administrative office wants about 35 

The auditing is also in there, in Mr. Thompson's office ? 

Mr. Srarr. No: we have had it se parately since 1950. 

Mr. Tuomas. Why do you have 42 vacancies? 

Mr. Srarr. Most of those vacancies are in our jobs from grades 4 or 
5 down. In central files we have a difficult time keeping people. 

Mr. Tuomas. What is the classification of the jobs you need in your 
shop, Mr. Thompson ? 

Mr. Tuompson. I have 34 vacancies now. Most of those jobs are 
grades 3 to 5. 

Mr. Tuomas. You want 33 or 34 new jobs in addition to those jobs? 

Mr. THompson. Yes. 

Mr. Tuomas. What is the classification of those ? 

Mr. Tuompson. The work in the Controller’s Division is not tied to 
the number of applications we process in the field or the number of 
cases we insure. It ison acumulative— 

Mr. Tuomas. You mean the new ones ? 

Mr. Tuompson. The workload is cumulative. 

In the last calendar year we insured almost 500,000 cases. 

Mr. Tomas. I understand that. The question is what would be the 
job classification of these 33 new positions you are looking for? 

Mr. Tuomrson. Grades 3 to 5. 

Mr. Tuomas. And you already have 32 vacancies of the same type! 

Mr. Srarr. Not all of the 42 vacancies are in his shop. Some are in 
central files and some elsewhere. The biggest majority fall with Mr, 
Thompson. 

Mr. Tuomrson. On January 1, there were 34 vacancies in my shop. 

Mr. Tuomas. Let us insert page 79. 

(Page referred to follows :) 


0] Personal service 


A Esti I te, 
fisc v fi 1 [ year 
iv 4 wy 1 i 
Positions ; 1, 014 1, O51 1, OO 
Average employment. —_— gIs 1, O19 
Salary expense -. z oe $6, 117. BR¢ 26, 381. OOK $6, 698, 410 


Estimated employment, representing 76 percent of the administrative expense 
budget, increases from an average of 970 in the current year to 1,019 in the 
budget year. The table on page 78 identifies the personal services requirements 
by organizational unit, summarizing them in the nase major categories that form 
the basis of the justification for personal services. 

Line supervision, with an authorized staff of 125 in fiscal 1960, will be increased 
by 2 employees in 1961 to strengthen increased compliance activities in the title 
I program. 

Program supervision and advisory services, now provided by a staff of 253 
is seriously understaffed in many areas that will be discussed in more detail 
later in this justification. In summary, the staff will be increased to 266 in 
fiscal 1961 for the following functions: 


1. Review of financial analysis performed in field offices and enforcement 


of section 608 settlement agreements s , 2 
2. Completion of staffing for recently restablished Cooperative Hous 
ing Division _- ; 3 
3. Development of technical standards and provision of technical ad 
vice and guidance to field offices 5 
a Oe se _ E 13 
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Fiscal and administrative management,. now provided by a staff of 673, will 
require a total of 703 employees. The greatest need for additional staff is in the 
Comptroller’s Division where the workload is affected directly by the receipt of 
insured cases from the field offices. The additional employees will be assigned 
to the following functions: 


1. Intensified audit program a ee Ba a ae ae 2 
2. Personnel work for increase of 245 ) employees. 2 
3. Accounting workload weaeutnin agin re tathaeiae estan a — ee oe “ 25 
$. Strengthen management improvement. progr: am Sad 1 

Total__- eee e a os ai 30 


Mr. Tuomas. Fiscal and administrative management, now provided 
by a staff of 673, will require a total of 703 employees. ‘That is already 
inthe record. Whaat is your rate of turnover / 

( Discussion held off the reeord. ) 

Mr. Tuomeson. Turnover is roughly 444 percent. That number 
of jobs is vacant almost all the time. We have people coming in and 
going out almost every day. We need that increase to keep the num- 
ber we need to handle the workload. 

Mr. Jonas. How do you explain the loss of 10 positions for 1959 to 
1960 and now you want to start back up / 

Mr. Srarr. That is average employment. 

Mr. Jonas. These are positions. You were 135 in 1959, 125 in 
1960, which was down 10, and now you want 2 more for 1961. 

Mr. Srarr. We had 14 or 15 people we transferred off of the admin- 
istrative payroll during the year onto the nonadministrative payroll. 
Those were technical men, mostly supervivors 

Mr. Jonas. Where are these people located / 

Mr. Srarr. These people are in Washington. 


LINE SUPERVISION 


Mr. Jonas. What do you mean by “line supervision 9 

Mr. Srarr. That is the Commissioner's Office, title I, operations 
and our zone commissioners. 

Mr. Jonas. What is your experience in the use of these people? 
Are they discovering anything which needs correction ? 

Mr. Zimmerman. This re: ally constitutes management over opera- 
tions. 

In answer to your question of whether they are discovering any- 
thing that needs correcting the answer is “Yes.” That is in addition 
to what I would call routine administration of programs, identifica- 
tion of policy weaknesses, wrong interpretations of outstanding rules 
and regulations. This is just doing the job of management, which is 
very important. 

Mr. Jonas. Have there been any evidences of fraud or improper 
practices uncovered during the year? 

Mr. Zimmerman. I don’t know whether I can recall specifically— 
except in an operation of this size I doubt if there is any period of 
time that we do not havea little of everything. 

During the past year we have taken administrative actions against 
users of the program, placed them on restricted lists, and referred 
cases to the Department of Justice just as a matter of daily operation. 

In addition to the administration of the programs and in an effort 
to make them as workable and as practical as possible, we have the 
added problem of the integrity of the programs, all of which I con- 
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sider to be wrapped up in the management jobs represented by the 
line supervision. 

Mr. Jonas. We shall insert page 80 in the record. 

(Page referred to follows :) 


Line supervision 


j — 


Actual, Estimate, Estimate, 

| fiscal year fiscal year fiscal year 

1959 1960 1961 

om 
Positions... _. g sieseel 135 125 7 
Average employment ' . 119 113 116.9 
Salary expense . . $1, 005, 726 $911, 905 $954, 905 


Line supervision, provided primarily by the Commissioner’s immediate staff, 
the Assistant Commissioners for Field Operations and Title I, and the Zone 
Operations Commissioners, with an authorized staff of 125, will be augmented 
by two positions in the budget year for the compliance activity in connection 
with the title I program. 

The Title I Division develops cases involving possible fraud or improper prac- 
tices upon the part of individual lenders, borrowers, or dealers for review and 
subsequent referral, if necessary, by the Assistant Commissioner in charge of 
compliance to the Compliance Division of the HHFA for investigation. Cases 
are received at a rate of 3,000 a year. As a result of inadequate staffing, back- 
logs persisted during the last year, requiring the use of overtime and the tem- 
porary detail of employees from other title I functions. Experience indicates 
that the current staff of 18 assigned to this function can handle an annual work- 
load of approximately 2,500 cases. Two employees will be added in the budget 
year to maintain this work in a current condition. 


PROGRAM SUPERVISION AND ADVISORY SERVICES 


Mr. Jonas. Program supervision and advisory services. Will you 
tell us about that ? 

Mr. Srarr. That includes the Assistant Commissioner for Mort- 
gages and Property with 13 or 14 people, Mortgage Insurance Divi- 
sion, Property Management Division, Technical Standards, and so 
forth. 

Mr. Jonas. You have a gradual but steady increase in positions 
over this 3-year period. 

Mr. Srarr. That is correct. We have continuing increase in the 
insurance programs which we are administering and it is a continuing 
problem. 

Mr. Zimmerman. By way of example, so far as mortgage servicing 
is concerned, which is in the Mortgage and Property Division, the 
higher the volume the greater the volume of business we have on the 
books, the more of that servic ing we will have to do, unrelated to the 
flow of applications, and also the same thing is true so far as prop- 
erty management is concerned. The more loans we have insured, even 
if the loss experience or the default experience remained the same 
percentagewise, the more properties we will be managing. 

Mr. Jonas. Off the record. 

Insert pages 81 through 84. 

( Pages referred to follow :) 
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Program supervision and advisory services 





ica cident = Bree tel aesh cinteadeeaial 
Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1959 1960 1961 
Positions - - - - - ----- . --- . ---- 247 253 266. 0 
Average employment wibladuchisacmptoinakictnhaanmiientaiee 221 _ 230 243. 2 
Salary expense aa badge te np piciiacenebeunsl aaa $1,815,998 | $1, 922, 601.0 





Program supervision and advisory services have been limited for several years 
in an effort to keep the administrative expenses to a minimum, with the result 
that the field offices are being hampered in the performance of their functions 
and FHA is failing to provide the services the public pays for and is entitled to. 
The current authorized staff of 253 will be increased to 266 in the budget year 
to provide adequate staff in the following areas. 

The Office of Assistant Commissioner for Mortgages and Properties, having 
general supervision over the Mortgage Insurance, Cooperative Housing, and 
Property Management Divisions, recently was given responsibility for seeing 
that the provisions of settlement agreements entered into by section 608 mort- 
gagor corporations are carried out and for control and review of financial state- 
ments submitted by mortgagor corporations. Currently, there are approximately 
5,000 financial statements submitted annually and settlement agreements repre- 
senting nearly 600 projects. Procedures are being devised to carry out these 
functions, and two additional employees will be needed in the budget year to 
maintain the workload in a current condition. 

The Cooperative Housing Division, reestablished at the beginning of fiscal 
1959 was only partly staffed during the last fiscal year; the heavy fiscal demands 
placed on the current year’s limitation by the increased volume of mortgage 
insurance will preclude complete staffing of this division until the budget year, 
when the staff will be increased from five to eight, which will permit FHA to 
carry out more effectively its directive under the act to provide assistance in 
the organization and development of cooperatives and a management advisory 
and servicing function for insured cooperative housing projects. 

The Assistant Commissioner for Technical Standards, responsible for estab- 
lishing and maintaining architectural and engineering standards, methods and 
procedures, minimum planing, construction and property standards, and stand- 
ards for mortgage credit and valuation, is the backbone of the FHA mortgage 
insurance system. The quality of the mortgage risk assumed by the Federal 
Housing Administration is directly affected by how well the Washington under- 
writing staff can keep abreast of new developments in materials, building meth- 
od, land utilization, and new techniques in construction cost estimation, ap- 
praisal methods, and so forth. Although, in the housing field, many years may 
elapse before weaknesses in the system become apparent through increased prop- 
erty acquisitions, such results will occur unless FHA is staffed to give prompt 
and continuous review and attention to risk-rating procedures. Mounting criti- 
cism of underwriting operations by the insuring office employees indicates a 
field staff hampered by delays in the revision of standards and procedures, lack 
of consistency in conclusions, and insufficient technical assistance from the 
Washington office. The elimination of these deficiencies can be achieved only 
by an enlarged staff. The technical-standards function has been carefully re- 
viewed, and it is coneluded that eight employees must be added in fiscal 1961 to 
relieve this situation. These employees will be assigned to the functions dis- 
cussed below. 

(a) Evaluation of new materials and methods, and development and main- 
tenance of technical data and standards. This is the area in which the great- 
est backlog exists. New building materials and new methods of construction 
must be evaluated and standards developed for their use. Specific tasks await- 
ing attention include revising and developing land planning standards and data 
sheets in the fields of site planning, site engineering and community planning: 
studying such valuation problems as comparison of the quality of fee and staff 
appraisals, current trends toward decentralization of housing resulting from 
movement of industry, and review of appraisal work in old houses proposed for 
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rehabilitation: preparing minimum property standards for multifamily hous- 
ing and for community water and sewerage systems, and testing all minimum 
property standards. Four employees will be added for this function in the 
budget year. 

(b) Development of manual instructions: A constant flow of new or revised 
technical standards and procedures to the field staff must be maintained, 
A review of the work on hand (including preparation of the “Cost Data Hand. 
book” and revision of the “Digest of Insurable Loans” to reflect changes ip 
legislation and in the “Administrative Rules’), in addition to the continuing 
task of keeping current instructions flowing to the field, indicates the need for 
two additional employees in this area. 

(c) Review of field underwriting operations: It is essential that members of 
the Washington technical staff visit the field offices to assure the thorough un- 
lerstanding of field office problems so necessary to the development and main- 
tenance of instructions and training materials and to determine the adequacy 
and effectiveness of instructions. Travel has been restricted, due to inadequate 
slaffing, to urgent cases in which help has been specifically requested from the 
field offices. Two employees will be needed to perform this function ade 
quately. 


NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. What is the difference between administrative and 
nonadministrative expense / 

Mr. STARR. The Way I describe it is: Nonadministrative covers the 
budget that is for the support and financing of our operations which 
are tied to workloads beyond our control, in other words, such as 
applications, such as acquired properties, such as the issuance of 
debentures, such as some of Mr. Thompson’s work on claims, and 
that basically is what the nonadministrative budget covers. 

These items that we have 

Mr. Tuomas. You expressed it pretty well here in one of you 
narratives, but I do not know how well you stay within your own 
language. 

The FHA Central Office in Washington, covered by the administrative ex- 
pense budget, establishes and maintains the policies, regulations, procedures, 
und technical standards under which the FHA program is conducted. They 
direct and supervise the conduct of operations throughout the country. It 
services the insurance in force, and performs the housekeeping functions for 
the entire FHA. 

Supervisory is administrative but when Mr. Thompson services a 
mortgage that is nonadministrative even though it is done in the 
District of Columbia. 

Mr. Srarr. That is correct. 

Mr. Triomas. Insert the table on page 101. 

(The table referred to follows:) 
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Mr. Tuomas. This is the big expense, is it not / 

Mr. ZIMMERMAN. Yes. 

Mr. Tuomas. In the field you had 642 positions in 1959 in the non- 
administrative expense. Is this in the District of Columbia or in the 
field ? 

Mr. Starr. This is personnel which is in the District of Columbia 
with the exception of perhaps 160 to 165. This is departmental. This 
is separate from the administrative. 

Mr. Tuomas. But it is all departmental / 
Mr. Starr. That is right. 
TRAVEL 


Mr. Tuomas. Why do you have such a large travel item’ It goes 
from $2.9 million to $3.3 million. 

Mr. Srarr. Part of that is the increased workload, and as the Com- 
missioner mentioned a while ago we are sure that our costs per mile 
for travel in the field for the inspectors and valuators will have to be 
increased from 8 cents up to 9 cents. 

About $275,000 of that increase is tied into that figure. Many of the 
agencies now are paying 9 cents and 10 cents per mile. We have held 
to 8 cents all along, and we m: iy continue to hold to 8 cents 1f funds 
are not available, but we feel sure that 9 cents is justified. 


NONADMINISTRATIVE EMPLOY MEN'I 


Mr. Tromas. In the Insurance Branch you want about 186 people. 
This is all in the Comptroller’s Division and it is all in the District. 

Mr. Starr. That is right. 

Mr. Tuomas. That is Mr. Thompson’s shop ? 

Mr. Srarr. That is correct. 

Mr. Tuomas. His total request is for about 30 additional people and 
he has 42 vacancies now. 

Let us look at the field. The field expenses, which account for the 
major portion of the nonadministrative budget, are distributed among 
75 insuring offices, 14 service offices, and 49 valuation stations. 

What is a valuation station and what are the 14 service offices? 

Mr. Srarr. I will deal with the valuation station first. That is an 
outlying office, perhaps 150 miles to 200 miles from the principal of- 
fice. We get a case submitted from the bank in that town. We have 
our valuation station staff do the appraisal. 

Mr. Tuomas. What is the average employment in the valuation 
stations ? 

Mr. Srarr. Average employment would not be more than six. 

Mr. Tuomas. What about the 14 service stations? 

Mr. Starr. We have 14 service stations and they will average about 
14 employees. : 

Mr. Tuomas. Insert the table, page 154 and page 155. This is shown 
by zones and towns. 

(The pages referred to follow :) 
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Mr. Tuomas. Where are the valuation stations ? 

Mr. Starr. The table F-5 shows the locations very well. 

Mr. Tuomas. It is all on ~~: same table. In addition to this cost 
in the field you have added $214 million in fee appraisals for 1 1961 
and you hi: ad about $5 million yi 1959, and you had a deficiency in 
1959 of $4.6 million and a deficiency in 1958 of $2 million. You had 
another $514 million over and be yond your limitation. Is that correct? 


SUBSTITUTION OF FEE APPRAISALS FOR EMPLOYMENT 


Mr. Zim™MerMAN. I guess I would have to answer that “No.” This 
goes back to the suggestion that the chairman made this morning that 
we were in violations of the antideficiency act. We do not believe 
we are. It hinges, of course, on the question of this foregoing of in- 
come, and letting someone else do the job that we otherwise would do 
as an expense item of FHA, and we take the position that since we 
have not done the job, someone else has done it, and we have not 
realized the income, that we are not in violation, of course, nor have 
we even violated the intent of the budgetmaking process. 

There is no reason—I should not make it clear—that it was done 
as a means to overcome a situation in which we find ourselves from 
time to time where the workload far exceeds our staff capacity. 

Mr. Tuomas. The complete answer to your question is, W hy come 
over here and go through this useless motion of discussing this budget? 

Mr. ZimMeRMAN. With the exception of this very minor item, and 
T can call it a minor item although it involves several million dollars, 
we do a very careful job of justifying the expenses that we are going 
to incur and try very hard to do an accurate job of estimating the 
kind of workload we will be confronted with. 

However, when we gel into a situation of that kind, and it is not 


too dissimilar with the way VA presently does it, it is not too dis 
similar to the way the work is performed under our certified agency 
program, so I do not believe, certainly it is not, an intention to ale 


the limitations of our authorized budget. It is inst a means whereby, 
when the work gets clear out of hand, we can supplement our appraisal 
staff. 

Mr. Tuomas. You have no appropriated funds. All the funds you 
have by virtue of fees and that little break of one-half of 1 percent, 
that is your income. There is a limitation on the expenditure of your 
income. That.is the normal procedure. 

Of course, you go out and beyond your limitation of $514 million 
any way you look at it. 

With your workload down in the field, why is there not some 
reflection of that in your 1960 and 1961 budgets? 

Mr. Srarr. There will be some reflection of it in 1960. We have 
a limitation of $48 million now. We have been squeezing a few people 
off here and there, cutting off overtime and per diem. 

We will most likely have in the neighborhood of $1 million left over 
at the end of this year. 
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NONADMINISTRATIVE FIELD EMPLOYMENT 


Mr. Tuomas. In the field and in the Washington office and in your 
administrative and nonadministrative personnel load what is the total 
personnel t 2 

Mr. Srarr. In the field we had an average employment of 5,347. 

Mr. Tuomas. You had a total of what, man-years or jobs? 

Mr. Starr. All you see covers man-years. 

Mr. Tuomas. For 1959 you had approximately 5,989 man-years. 

For 1960 you have 6,200 man-years, and that is an increase. 

For 1961 you have 6,421 man-years total, in the field and in the 
District, administrative and nonadministrative, so you show an 
increase. 

Do the 1959 and 1960 figures take into account the two supple- 
mentals, one for each year ? 

Mr. THornton. These do not include administrative. 

Mr. Tuomas. This is nonadministrative. 

Mr. Starr. That is correct. 

Mr. Tuomas. Where is the table showing total employment, ad- 
ministrative, nonadministrative, field and District ? 

Mr. Starr. Page 19. 

Mr. Tuomas. W ashington and field: Is this actual or man-years? 

Mr. Starr. Average employ ment, man-years. 

Mr. Tuomas. Does the Bureau of the Budget tell you to put in 
man-years¢ We have requested you time and time again to make 
this positions, 

Mr. Srarr. I do not recall the Bureau telling us to make it man- 
years. 

Mr. Tuomas. This figures to about 7,700 jobs, would it not? 

Mr. Srarr. I would not think it would be that high. 

Mr. Tuomas. For 1960 you have 7,199.5 man-years, in round figures, 
7,200 man-years, an increase of about 270 over 1959. 

For 1961 you want 7,460.5 man-years, an increase of 261 man-years. 
This is around 300 jobs. Yet the workload has fallen off appreciably 
in 1960 under 1959. 

Mr. ZimMeRMAN. I think perhaps it should be pointed out that the 
workload which is falling off is the new business. We just finished in 
calendar 1959 the biggest year which will result in much of our work 
continually increasing. 

Mr. Tuomas. That. will affect mainly the District, administrative 
and nonadministrative. That will not be in the field offices? 

Mr. Srarr. Some is in the field. 

Mr. ZimmerMAN. To a large extent that is true. Property man- 
agement, however, is a responsibility which is partly carried on in the 
field; and as the volume of title I business increases you have to 
service defaulted loans and make collection efforts. 

Mr. Tuomas. How many people do you have under the property 
management division in the District of Columbia? You have an 
Assistant Commissioner for Mortgages and Properties. How many 
people do you have in the District of Columbia dealing with prop- 
erties ¢ 

Mr. Srarr. We have average employment of 47 people for 1961 
the Property Management Division in Washington. 
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We are hoping to increase this Division by five jobs because of the 
increased activities there. 

Mr. ZimMerMAN. This is all in Washington. 

Mr. Tuomas. How many do you have in the 75 insuring offices, 
property management ? 

Mr. Srarr. There is no set number. It depends on the property 
activity we have in the offices. I would judge we have around 100 or 
alittlemore. Let me check it. 

On page 106 it shows we had that item broken out. Mortgage 
servicing was 87 people. 


Oruer Irems or Expense 
TRAVEL 


Mr. Tuomas. What are the other objects for the field now ? 

Mr. Srarr. That is on page 140. Do you want the table or the 
narrative ? 

Mr. Tuomas. Where is the narrative ? 

Mr. Srarr. Page 140. 

Mr. Tuomas. That is departmental. 

Why is there so much travel in the Department, $280,000 for 1960 
and $387,000 for 1961? The additional representatives account for 
the increase in travel for title I. 

Mr. Starr. We have 4,700 active and about. 3,000 or 4,000 inactive 
and they will travel out of this money. That will cost about $15,000. 
They do extensive travel. 

Mr. Tuomas. They must spend all their time on the road. 

Mr. Srarr. They do. That is their job. 

Mr. ZrormerMAn. They generally supervise title I approved lenders. 

Mr. Srarr. We have 4,700 active and about 3,000 or 4,000 inactive 
lenders they have to keep up with. 

Mr. ZimmerMAN. Our relationship in title I program is with the 
lender, again with the unsecured loans. 

I am trying to get an audit of that operation about once a year if 
possible. 

Mr. Tuomas. On page 141 you have an analysis of field travel costs. 
You really comingle your other objects from the District and the 
field quite well. 

Mr. Srarr. This isa breakout. This is field only. 

Mr. Tuomas. What is the justification for the increase in the field 
where the travel goes up from $2,644,000 to $2,963,700? This is 
mostly by automobile, is it not ? 

Mr. Srarr. Well, as I indicated, most of this is automobile, and if 
we go up from 8 to 9 ra per mile, which we are sure will be justified, 
it will cost us about $260,000 or $270,000. 

Mr. Tuomas. What is your unexpended balance for 1959 in your 
travel? 

Mr. Srarr. I do not recall. In the field, of course, we have no lim- 
itation on travel. We have no separate account on how much we have. 

Mr. Tuomas. Who are the travelers in the field ? 

Mr. Srarr. The travelers in the field are predominantly the in- 
spectors and appraisers. Then there are the title I collectors, who 


collect defaulted loans. Then there are the chief appraisers, chief 
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architects, chief underwriters. But the two principal categories are 
the appr aisers and the inspectors. 

Mr. Tuomas. Is everybody in the field entitled to travel? How 
many people are in travel status? 

Mr. Starr. In the field, of course the director can, if he sees fit, des- 
ignate Bill Jones, whether he is an appraiser or not, to go to some 
town to meet w ith a mortgagee or to see a builder or to check a prop- 
erty. But they do not use that authority too extensively. 

Mr. Tuomas. What is the average amount paid per month to people 
inthe field i in travel status ? 

Mr. Starr. The principal travelers are grade 9. That is roughly 
$6,000 per year. 

Mr. ‘Tuomas. What is the amount paid to them for travel? 

Mr. Srarr. The two items I am looking at here are almost $1,700,000 
for these two groups. I do not know how much the individual re- 
ceives. The average mileage traveled in 1958 was about 14,000 miles 
per man, on official business. That was the average. We pulled 
vouchers on about 100 of them and took an average. 

Mr. Tuomas. What is the travel allowance per mile? 

Mr. Starr. Eight cents. 

Mr. THomas. 14,000 miles times 8 cents is how much—$1,120? The 
question I asked awhile ago is, What is the average amount paid to 
the person per month in travel status? And the answer is what—- 
about $100 a month ? 

Mr. ZimMeRMAN. It would approach that in those 100 cases. 

Mr. Tromas. Is that the most accurate information you have? 

Mr. Srarr. Mr. Thompson could pull some vouchers and develop 
anaverage. I have not seen the vouchers. 

Mr. Tuomas. Gentlemen, it is up to you people to supply the in- 
formation to the committee. I do hope next year you will come in 
here with a better organized budget. You have a lot of good informa- 
tion in here, but you are dealing not exactly with chickenfeed when 
you are spending for field travel alone $3 million. In addition to 
that, you have another $387,000 for travel for the departmental staff. 
So your travel bill is approximately $3,350,000 a year, which is not 
exactly hay for an agency to be traveling, particularly in view of the 
fact that you have 75 offices in the field, and the distance traveled 
should not be too much should it, plus your 49 midway offices ? 

Mr. Srarr. The unit cost per case I think is very reasonable for 
an inspection. It is 60 cents a case travel cost. 

Mr. Tuomas. Whe re is that shown ? 

Mr. Srarr. It is on the table you are looking at on page 141. It 
costs us $1.28 per appraisal. That is in the second column, unit cost. 

Mr. Tomas. Home mortgage processing, $1.37; project mortgage 
technical processing, 26 cents; home mor tage compliance inspections, 
65 cents: project mortgage compli ince, $2.41. It is not 26 cents. It 
is several times 26 cents, is it not ? 

Mr. Starr. You have four different breakdowns there. You have 
the home mortgage technical processing. This includes the appraiser, 
the chief valuator, and the director. That total cost is only $1.37 
a case in 1960. ; 

Then when you get to the technical part of it, the project, it 1s only 
26 cents. Then home mortgage compliance inspections is 65 cents 
acase. Then project compliance inspection is $2.41 per unit. 





1004 


RENTS AND UTILITIES 


Mr. Jonas. May I ask a question, Mr. Chairman / 
Mr. Tuomas. Surely. 
Mr. Jonas. You have $3 million in here for rents and utility sery- 
ices, $1 million roughly in Washington and then about $2 million 
in the field. How many field offices does that involve? Seventy-five 
plus how many others? 

Mr. Starr. That involves 75 plus 14 plus 49. That is 138, I believe, 

Mr. Jonas. How much is that per office? Of course, that is rents 
and utilities lumped together. Are your rents going up ‘ 

Mr. Starr. They are. 

Mr. Jonas. Do you have long leases or do you rent just by the 
month ? 

Mr. Srarr. No, we rent mostly from 1- to 5-year term. It is rare, 
I think, if we have more than a 3-year term. 





COMMUNICATIONS 


Mr. Jonas. How much of that figure for communications services 
goes to the Post Office ? 
Mr. Srarr. About $430,000. 
Mr. Tuomas. Put page 143 in the record. That gives a breakdown 
of that. 
(The page referred to follows :) 
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Mr. Tuomas. The total bill for communications is $476,900 for 
Washington, and for the field it is $400,300. That is an item of 
$900,000. Long distance calls, switchboard, and penalty mail are 
your big items. In the field your big items are switchboard and long- 
distance calls. 

RENT 


You do not use Government space? Do you have to pay for your 
own space? I believe it is ar. exception in the law that corporations 
pay their own rent. 

Mr. Starr. We pay our own rent. We have a scattered office here 
and there in Government space, but for the most part all of our space 
is paid for. 

Mr. Tuomas. What is the average rental per square foot? 

Mr. Starr. I do not know what the average rental is, but I have a 
table which shows the rental in every place in the United States. I 
do not know if it has an average on it or not. 

Mr. Triomas. What is the average you pay for rent in the District 
of Columbia per square foot? 

Mr. Starr. $3.45. I happen to know that one. 

Mr. Tuomas. How does that compare with the rent you pay in the 
field for space‘ That is hardly cheap rent in the District of Columbia, 
$3.45 a square foot. Do you maintain the building, too? 

Mr. Starr. No. Rent is high everywhere. Here is Hartford, $ 
per foot ; Syracuse, $3.43 a foot. 

Mr. Jonas. What is it in Chicago? 

Mr. Srarr. Chicago, $4.56. 

Mr. Tuomas. What is it in Houston ¢ 

Mr. Srarr. In Houston, $2.45. 

Mr. Tuomas. Insert that table in the record. That is pretty good 
information. 

Mr. Srarr. I shall leave this with you if you would like to have it. 
It has the whole rent schedule. 

Mr. THomas. You do not have to go to the highest pr iced property 
in Washington or in Chicago or any other town for your activity, do 
you ¢ 

Mr. Starr. No. 

Mr. Thomas. They are looking you up rather than you looking them 
up, but you are paying some pretty expensive rent bills here. What 
isthe city you mentioned with $4.53 ? 

Mr. Srarr. Hartford was $4.12. I do not see the $4.53 that I men- 
tioned a while ago. Boston is $4. 17. 

Mr. THomas. Why do you need that high-priced space? You get 
the highest priced space in town ? 

Mr. ZimmMerMAN. It runs from $2 up to $4.50 for the higher metro- 
politan areas. 

(The table referred to follows:) 
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FIELD PROCESSING TIME 


Mr. Yares. There were a number of complaints which I received 
relative to the Chicago office that FHA was not disposing of its work 
as promptly as it might in determining the question of accepting or 
rejecting the applications under title I. Has that situation been 
cleared up? Do youstill have a backlog there ? 

Mr. Starr. I cannot say for sure. We should not have a backlog, 
because the volume has been within the staffing capacity out there, and 
they should be fairly current now. 

Mr. ZimMerMAN. I am not aware of any processing difficulties under 
title I. 

Mr. Yares. What about title IT ? 

Mr. ZIMMERMAN. Generally the condition has improved. As you 
know, recently a new director has been appointed. I suppose we had 
some administrative difficulties with an illness on the part of the 
director, who has since resigned. Although TI do not have the total 
processing time, I am sure it is within reason. It should be always 
jor 7 days. I have not had any question raised for several months. 

Mr. Yares. I hope it has been cleared up. I have heard a number 
of people objecting to it. I must say this occurred not within the 
last 4or 5 months. I was not aware of what the situation was. 

With respect to housing for the elderly 


NEED FOR CONTINGENCY AUTHORIZATION 


Mr. ZIMMERMAN. Congressman, before leaving the processing time, 
we have not said very much and perhaps the chairman does not need 
any additional information regarding this 15-percent contingency 
factor, but I would like to state that if responsibly administered, and 
certainly we would not use it like a blank check 

Mr. Tuomas. In addition to that $514 million you have been using, 
you come in and want 15 percent more on top of that. 

Mr. ZimmMerMAN. Regardless of any weaknesses which may exist 
presently in the way we manage our affairs, I am of the opinion per- 
sonally that this 15-percent factor would overcome much of the difli- 
culties we are from time to time confronted with. I really cannot see 
any drawbacks to it because it is simply a provision that we take ad- 
vantage of it if the facts support it and, if they did not, we of course 
would not be authorized to do so. I did not know whether it was in 
order to mention it further, but I do hope it receives most careful 
consideration. 

Mr. Tuomas. Under that language you are authorized to do it, if 
it stays in the bill. 

Mr. Yates. What were the factors which prompted you to ask for 
the 15 percent? You say the difficulties you encountered. 

Mr. ZimMeRMAN. It goes basically to our difficulty in anticipating 
far in advance what kind of work we shall actu: ally be called upon to 
process. This of course results, as it has recently, as the Congressman 
knows, in processing time increasing from 8 or 10 days, which I think 
the industry considers reasonable, up to 5 or 6 weeks, and in some cases 
even greater lengths of time, simply because we cannot take care of 
the work. The work at that point, when we are in those situations, 
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may exceed by 40 or 60 percent the work which the budget was based 
upon. 

Mr. Srarr. Here is a little chart which might give you an idea, 
This is our staffing over the years indicated by the black line. This 
dotted line shows our volume of work going up and down. 

Mr. Yates. The increase in volume is in less than 10 percent of 
your offices, in your big offices. 

Mr. Srarr. Most of the increase, I will agree with you, comes prob- 
ably in 15 or 17 offices, but you have some increase in a lot of the offices, 
About 15 of the big offices receive the bulk of it. 

Mr. Tuomas. In less than four States. 


ELDERLY HOUSING 


Mr. Yates. I wish now to return to housing for the elderly. | 
wonder what interest has been shown in this by outsiders. You have 
indicated what various organizations have done under the old law, 
Under the new law, you now have a profit factor involved. Have you 
had inquiries about it? 

Mr. Zimmerman. Yes. In fact, I would say the interest is great 
and probably greater in the nonprofit, which is several years ol I, and 
it has been very significant during the months that we were formulat- 
ing the rules and recul: ations which have been just issued. 

Mr. Yares. Incidentally, why did the rules and regulations take so 
long? The housing bill was passed more than 6 months ago, and I 
think your rules and regulations came out just last week or 2 weeks 
ago. 

Mr. Zoom ERMAN. Yes. 

Mr. Yates. Why did it take so long? 

Mr. ZimMEerRMAN. I suspect as far as the elderly housing for profit 
is concerned, staffwise we came pretty much full circle in resolving 
some of the policy questions involved. 

Mr. Yates. I know I had a lot of inquiries from my communities 
asking me when you were going to get your regulations issued. 

Mr. ZimmerMAN. There were such questions as the founder’s fees 
which, as I look back on it, I think we took plenty of time to resolve. 
It was finally resolved on the basis of prohibiting them. We had 
such policy questions as whether or not we would permit other than 
housekeeping units to be built under the profit program. After 
spending quite a length of time on that kind of question and hearing 
the advice and counsel that was given from people in the industry, 
we concluded to restrict it to housekeeping units to avoid the possi- 
ble transient rooming house, inadequate care and inadequate housing. 

I cannot really say, Congressman, that we did not take longer than 
reasonable, but it was out of an abundance of caution. In nursing 
homes we took the same long period of time—a most difficult and 
complicated program, completely new and novel and unique to FHA. 
I suppose it is better in the long run to take a few more weeks or a 
month or two and try to come out with something which is practical 
but at the same time sound. 

Mr. Yates. Do vou have any generak requirements with respect to 
honsing for the older folks now under both categories? 

Mr. ZimmerMAN. Minimum property requirements. 

Mr. Yarrs. Minimum property requirements. Do you have any 
standards other than for construction of the housing and making sure 
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that. your mortgage will not go into default? Do you have any stand- 
ards for the care of the elder rly ? What distinguishes housing for the 
elderly from other housing under your st: andards / 

Mr. ZIMMERMAN. Primarily design. We do not concern ourselves 
with those areas that you are mentioning. Do we, Bill? 

Mr. Patnter. No, except in the processing we take into considera- 
tion the rates to be charged for economic feasibility. Our structural 
standards do envision standards for the elderly which are substan- 
tially different from other standards. 

Mr. Yates. Can you give us an example of what you mean? 

Mr. Parnwrer. We have nonskid floors. We provide lower bath- 
tubs with handrails, handrails in the corridors, ramps in place of 
stairs, certain widths for wheelchair use, ancillary facilities, such as 
a little chapel within the facility, a place for assisted bathing—things 
of this type which are not found in other projects. 

Mr. Yates. Were your standards promulgated in consultation with 
any of the social agencies ¢ 

Mr. Zimmerman. Yes, including HEW. 

Mr. Yates. Were their recommendations incorporated into your 
requirements ¢ 

Mr. ZIMMERMAN. Tosome large measure; yes. 

Mr. Yates. I understand there has been no budget request for direct 
loans for this purpose. Is that in your field ? 

Mr. ZIMMERMAN. That is not in our field. Somebody volunteered 
that information this morning, but I am not aware of it 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Tuomas. Mr. Jonas. 

Mr. Jonas. I have no questions. 

Mr. Tuomas. Thank you very much, gentlemen. 


Turspay, Marcu §, 1960. 
PUBLIC HOUSING ADMINISTRATION 
WITNESSES 


LAWRENCE DAVERN, ACTING COMMISSIONER 
JOHN D. CURRIE, DEPUTY COMMISSIONER 


HERBERT L. WOOTEN, ASSISTANT COMMISSIONER FOR ADMINIS- 
TRATION 


JOSEPH DeSIPIO, PHA BUDGET OFFICER 
JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HHFA 


ADMINISTRATIVE EXPENSES 


Program and financing 


|} 1959 actual | 1960 estimate | 1961 estimate 
Program by activities 

1. Development $3, 379, 618 $3, 392, 000 $3, 446, 000 
2. Management 4, 761, 373 4,767, 000 4,919, 000 
3. Audit 1, 616, 611 1, 855, 000 | 2, 183, 000 
4. Administration 2. 557. 462 2, 616, 000 | 2, 652, 000 
Total obligations : 12, 305, 064 12, 630, 000 13, 200, 000 

Financing: 1 nobligated balance no longer available 268, 936 200, 000 
Limitation___.._- SS aie ‘. . ‘ 12, 574, 000 12, 830, 000 13, 200, 000 
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Mr. Tuomas. We have with us the Public Housing Administra- 
tion. We see a lot of our old friends here. We have Mr. Davern, 
the Acting Commissioner of Public Housing. 

Mr. Acting Commissioner, do you have a statement for us? 

Mr. Davern. Yes, sir, we have a brief statement. Shall I proceed 
with it? 

Mr. Tuomas. Yes. 

GENERAL STATEMENT 


Mr. Davern. Mr. Chairman and members of the committee, we 
appreciate this opportunity to discuss with you the 1961 budget esti- 
mates for the Public Housing Administration. We want to be as 
helpful as possible, but I feel that we should mention at the outset 
ahandicap. The two officials of the PHA who were most responsible 
for the preparation of our 1961 estimates are no longer with the 
agency. Our former Commissioner retired from the Federal service 
in December, and our former budget officer transferred to the State 
Department just last week. 

Our prepared statement is very brief. The budget recommends 
the appropriation of $159.2 million (made up of $146 million for the 
payment of annual contributions and $13.2 million for administrative 
expenses), and an authorization to use $1.55 million of program re- 
ceipts for nonadministrative expenses. The program and workload 
data supporting these estimates are set forth in our justification 
document. 

It will be noted that our budget is concerned exclusively with the 
low-rent public housing program and contains no recommendations 
pertaining to the liquidating emergency housing program. As con- 
templated in the Housing Act of 1959, the port folio of PHA mort- 
gages is being transferred to the Federal Nations! Mortgage 
Association. This transfer should be completed by the end of fiscal 
year 1960. Accordingly, we have not submitted an estimate of 
administrative expenses for the liquidating program. Certain ex- 
penses will be incurred in 1961 for the management, custodial care 
and disposition of ‘cibeaiasa properties, but these are excluded by 
legislative definition from the limitation on administrative expenses. 
The elimination of the mortgage-servicing operation will reduce 
agency personnel by approximately 75. 

A statistical picture of the low-rent program as of February 1, 
1960, follows: 


Under management > 517 


2,51; 465, 706 
Under construction 162 23, 932 
Under annual contribution contract, not under constructior 537 95, 300 
Program reservations 38, 992 
Applications 28, 589 

Workload for fiscal year 1960 is estimated as follows: 
Projects Units 

Under management end of year ; ; end : 2, 586 474, 418 
Construction starts 212 25, 000 


Annual contributions contracts executed 100 15, 000 
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Prospective workload for fiscal year 1961 is estimated as follows: 


—. 


Projects Units 
Under management, end of year_...-...-_-.----- si ep pbjcages 2, 840 497, 418 
Construction starts 271 30, 000 
Annual contributions, contracts executed 147 22, 000 


I would like to interpolate at this point. Last month before the 
Senate Banking and Currency Committee we used figures of ap- 
proximately 32,000 and 35,000 units scheduled for construction starts 
in fiscal years 1960 and 1961, respectively. That was responsive to 
the status of a backlog of annual contribution contracts. 

Mr. Tuomas. I think that was corrected when you sent the figures 
over to us, and they have been adjusted in the budget. 

Mr. Davern. The figures in our budget presentation were arrived 
at with due consideration to slippage in the scheduling. We think 
they are more realistic and proper for appropriation purposes, 

‘he budget contemplates 32. additional positions, 14 in regional 
office operations engineering activities and 18 in auditing work. We 
believe that these positions will more than pay for themselves, 

The management workload is cumulative in nature and increases 
ach year as additional units are completed. The PHA for several 
years has endeavored to absorb this additional workload without a 
comparable increase in the management staff. In the 3 fiscal years, 
1957 through 1959, the management workload increased by 302 proj- 
ects and 36,836 units, with an increase of only 5 management posi- 
tions. In 1961, the cumulative management workload will have in- 
creased to the extent that the Agency can no longer absorb the ad- 
ditional workload without an increase in staff. As the projects 
hecome older, maintenance problems increase, resulting in greater 
need for technical assistance in this area. 

The additional auditing positions represent a continuation of our 
efforts to improve the quality and timeliness of audits of local hous- 
ing authorities. The proposals with respect. to both the ope ‘rations 
engineering, and audit positions are responsive to recommendations 
by this committee. 

We shall be glad to enlarge on the foregoing information or answer 
any other questions relating to the low-rent housing program. 


Summary or Bupcer EstimMares 


Mr. Tuomas. That is a short statement with a lot of meat in = 

The most intriguing part of any budget, to me, is always the intro- 
ductory statement, and that usu: ally tells the tale. 

Mr. Reporter, put pages ] through } 5 inthe record. These r ally tel] 
the tale. 

(The pages referred to follow :) 


INTRODUCTION 


The Public Housing Administration has responsibility for administering the 
low-rent public housing program in accordance with the U.S. Housing Act of 
1937, as amended. This act authorized Federal financial assistance to local 
communities in providing decent, safe, and sanitary dwellings for low-income 
families. In addition, the Commissioner has directed, on behalf of the Housing 
and Home Finance Administrator, the liquidation of the public war, the defense, 
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and the veterans’ reuse housing programs which are included in the revolving 
fund for liquidating programs. 


BUDGET ESTIMATES 
The following tabulation presents a summary comparison of 1959 actual obli- 
gations with estimates for fiscal years 1960 and 1961: 


— ~ — 


1959 actual 1960 estimate 1961 estimate 
Annual! contributions 
Appropriation oe . 4 5 $115, 500, 000 1 $131, 000, 000 $146, 000, 000 
Obligations 115, 366, 664 131. 000, 050 146, 000, 000 
Nonadministrative expenses 
Federally owned directly operated projects 
Limitation 550, 000 550, 060 550, 000 
Obligations 508, 240 550, 000 550, 000 
PHA representation during construction 
Limitation e 1, 750, 000 950, 000 800, 000 
Obligations 1, 133, 584 800, 000 800, 000 
lotal limitation on nonadministrative ex- 
penses 2, 300, 000 1, 500, 000 1, 350, 000 
Total obligations 1, 641, 824 1, 350, OOF 1, 350, 000 
Administrative expenses 
Appropriation ‘ 12, 574, 000 12, 830, 000 13, 200, 000 
Obligations ; , 12, 395, 064 12, 630, 000 13, 200, 000 


1 Includes an estimated supplemental appropriation of $11,000,000 for payment of annual contributions. 


The Public Housing Administration is responsible for supervision of the devel- 
opment, management, and audit activities related to the low rent public housing 
program. The Administration reviews operations of local housing authorities to 
promote economy and efficiency and to insure that statutory requirements and 
contractual obligations are met. 

The Housing Act of 1956 authorized the Administration to enter into new 
contracts for loans and annual contributions for 70,000 low rent dwelling’ units. 
The authorization for the first 35,000 units extended from August 1, 1956, 
through July 31,1958. Under this authorization, 24,963 units were placed under 
loan and annual contributions contracts; authorization for 10,0837 units expired. 
The second increment of 35,000 units became available July 1, 1957, and termi- 
nated on June 30, 1959. All units in the second increment were placed under 
annual contributions contracts. 

The Housing Act of 1959 authorizes the placing of an additional 37,000 units 
under loan and annual contributions contracts. The authorization became 
available, without a time limitation, upon enactment. 

The budget plans of the Administration are based on (1) the execution of 
new annual contributions contracts for 15,000 units during 1960 and 22,000 
units in 1961: (2) the beginning of construction on 25,000 units in 1960 and 
30,000 units in 1961, and (3) the completion of 20,000 units in 1960 and 23,000 
units in 11. It is estimated that 497,415 units will be available for occupancy 
by June 30, 1961. 

The Housing Act of 1959 contains provisions which affect the administration 
of the low rent public housing program. The act broadens the policy state- 
ments to include adequate provision for larger families and for families con- 
sisting of elderly persons. It vests in the local housing authorities the maximum 
amount of responsibility in the administration of the low rent public housing 
program, including responsibility for the establishment of rents and eligibility 
requirements subject to the approval of the Pubiic Housing Administration. 

The act eliminates the statutory ceilings on family income for both admission 
and continued occupancy. The local housing authorities, subject to the ap- 
proval of the Public Housing Administration, are authorized to establish income 
limits and rent limits, taking into consideration the family size, composition, age, 
physical handicaps, and other factors which might affect the rent paying ability 
of the family, and the economic factors which affect the financial stability and 
solvency of the project. The rent limits established are subject to a 20 percent 
gap between the upper rental limit for admission and lowest rent for adequate 
private housing. The required 20 percent gap is reduced to 5 percent in the 
case of housing for families displaced by governmental action. 
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The age requirements for admission to and occupancy of low rent public hoys- 
ing for elderly single persons and families are revised to conform to those 
applicable for benefits under title II of the Social Security Act, namely, 65 for 
men, 62 for women, and 50 for disabled persons. 

When it appears in the public interest, land within an urban renewal project 
may be made available for use as a low rent public housing project site at 
price equal to the fair value of land to a private redeveloper who wants to buy a 
site in the community for private rental housing with physical characteristics 
similar to those of the proposed project. 

The act includes a number of other provisions, the more important of which: 
(1) authorizes local housing authorities to pay the local government for sery-. 
ices and facilities for which the local government makes charges separate from 
real and personal property taxes, without regard to provisions of the annua] 
contributions contracts or deductions from payments in lieu of taxes: (2) ex. 
tends the time to October 1, 1961, that veterans or servicemen, otherwise eligible 
for low rent public housing, are not subject to the requirement that persons 
admitted to such housing must have come from slum housing or been displaced 
by governmental action; and (3) authorizes the consolidation of Lanham Act 
war housing projects which have been conveyed to a local housing authority 
with other low rent housing projects being assisted with annual contributions, — 

Section 306 of the National Housing Act is amended by the Housing Act of 
1959 to authorize the Federal National Mortgage Association to assume the 
ownership, servicing, and sale of certain mortgages and other obligations ac 
quired or to be acquired by the Public Housing Administration in connection 
with the liquidation of Federal war and emergency housing programs. 


{nnual contributions 





| ' 
| 1959 actu 
1969 estimate} 1961 
A ppropriatior Obligation 
Annnalk contributions. - - - SiJa ‘ $115, 500,000 | $115, 366, 664 |'$131, 000, 000 $146, 000, 00 
1 Includes an estimated supplemental appropriation of $11 million for payment nnual contributior 


The U.S. Housing Act of 1937, as amended, authorized the Public Housing 
Administration to make annual contributions to local housing authorities in 
order to assist them in achieving and maintaining the low-rent character of 
their projects. The liability of the Federal Government actually is incurred 
upon the execution of the annual contributions contract and annual payments 
thereafter are mandatory for a fixed period of years. 

It is estimated that annual contributions will accrue on 429,221 units in 1960. 
The estimate for 1961 is based on the assumption that 455,717 units will be 
eligible for annual contributions. 


L mitation on nonad? nistrative ernense 


) $ mn OOo < “ “ SI 


Che Independent Offices Appropriation Act of 1952 and subsequent appropria- 
tion acts placed a limitation on the amount of nonadministrative expenses paid 
from receipts derived from the low-rent public housing program. The limitation 
applies to two activities: (1) Expenses incurred in the operation and mainte 
nance of federally owned directly operated projects, and (2) expenses incurred for 
PHA representation during construction. The use of these receipts correspond 
ingly reduces the reqnirements for appropriated funds 

As of June 30, 1959, there were three federally owned directly operated PWA 
projects (1,182 units) and two Public Law 412 rural projects (4 units) re 
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maining in the low-rent public housing program. The PWA projects have not 
peen sold, conveyed or leased to local housing authorities because of absence of 
State enabling legislation, and lack of authority to sell the projects for other 
than low-rent use. The expenses incurred for the projects are paid from rental 
income. The budget estimate assumes that the PWA projects will remain in 
the program throughout fiscal year 1961. 

The Public Housing Administration makes periodic visits to the site of low- 
rent public housing projects from the time the construction contract is awarded 
until the project is completed and placed under management. This representa- 
tion provides the means of insuring that projects will be built in accordance with 
specified and acceptable standards and that local housing authorities insure 
compliance by the contractors with the construction contract. 

During fiscal year 1959, the Administration discontinued its previous policy 
of having full-time project engineers at each construction site or small group 
of sites. Instead, it established in each regional office a staff of traveling con- 
struction representatives who visit each projeet under construction at. periodic 
intervals. The Administration effected substantial savings in fiscal year 1959; 
an additional budgetary saving of $150,000 is anticipated during 1960 as a result 
of the new policy. Estimates for these fiscal years under the old policy of placing 
resident project engineers, coupled with the construction workload, would have 
been more than $2 million in excess of the authorized limitations. 


Administrative expenses 


1959 actual 1960 estimate | 1961 estimate 

\ppropriation $12, 574, 000 $12, 830, 000 $13, 200, 000 

Obligations 12, 305, 064 12, 630, 000 13, 200, 000 
Actual and estimated savings \ 268, 936 200, 000 


The Public Housing Administration receives administrative expense funds 
for the low-rent public housing program from an annual appropriation. In 
prior years, the budget estimate for administrative expenses was distributed 
between the development and management activities. The importance and ex- 
pansion of audits has made it desirable to show this function as a separate 
activity. Therefore, the estimate for fiscal year 1961 distributes administrative 
expenses among development, management, audit, and administration activities. 

The budget estimate provides for an increase in employment from 1,400 to 
1,432. A larger staff is necessary for the administration to discharge its respon- 
sibilities for the expanding management workload. As of June 30, 1960, 474,418 
units will be under management with 23,000 additional units to be completed 
and available for occupancy during 1961. The estimate provides for an in- 
crease of 14 positions for the management activity. These additional positions 
will be assigned to the operations engineering sections of the regional offices. 
The 1961 estimate also includes funds for 18 additional positions for the ex- 
panded audit activity. These additional positions are required to handle the 
increasing workload and to improve the quality of audits of local housing 
authorities as recommended by the General Accounting Office. 


SUPPLEMENTAL FOR ANNUAL CONTRIBUTIONS 


Mr. Tuomas. Appropriation, “Annual contributions,” 1959, $115,- 
900,000, which goes up to $131 million in 1960, including a supple- 
mental. What is the supplemental? We had that the other day. 
How much was it? 

Mr. Davern. $11 million. 

Mr. Tuomas. That makes $142 million for 1960, and it goes up to 
$146 million in 1961. 

Mr. DeSip1o. The $131 million includes the $11 million. 
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NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. The nonadministrative expenses, federally owned 
projects. What are the numbers on this federally owned item? Js 
this numbers or dollars? 

Mr. Davern. It is dollars in the table. 

Mr. Tuomas. You set it out further back in numbers. 

Mr. Davern. We still have three projects we cannot dispose of, 
plus, I think, four units remaining out of the old rural housing pro- 
gram. I understand they have been disposed of since our budget 
presentation was prepared. 

Mr. Tuomas. This is part of your nonadministrative expense, 
This is for salaries, maintenance, and operation of those three projects, 
$550,000 for each of the 3 years. What do you mean by obligations 
here, the same figure ? Do you mean you obligate all your limit: ation 
money / 

Mr. DeSrrro. That is an estimate of our 1960 and 1961 requirements, 

Mr. Davern. It is actual for 1959 and estimated for 1960 and 
1961. 

Mr. Tuomas. Your obligations live right up to your limitations, 
then ? 

Mr. Davern. Yes, sir. If there are any savings, they will revert to 
the benefit of the Government. 

Mr. Tromas. $800,000 this year against $950,000 for 1960, against 
$1,750,000 for 1959. That isthe limitation on your construct ion. That 
is on-site construction, is it not ? 

Mr. Davern. Yes, sir. 

Mr. Tuomas. That money is really charged back against the cost 
of the project in the final analysis, is it not ? 

Mr. Davern. Yes, it is. It is charged as part of the develop- 
ment cost of the project and eventually paid off by the subsidy and 
by residual receipts from the project. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Now administrative expense. That shows an increase 
of $370,000—$13.200.000 for 1961 against $12,830,000 for 1960, and 
$12,574,000 for 1959 

The budget plans are as follows: 

(1) The execution of new annual contributions contracts for 15,000 units 
during 1960 and 22,000 units in 1961; (2) the beginning of construction on 25,000 
units in 1960 and 30,000 units in 1961; and (3) the completion of 20,000 units in 
1960 and 23,000 units in 1961. It is estimated that 497,418 units will be available 
for occupancy by June 30, 1961. 

So this new 23,000 units going into oecupanc V in 1961 accounts for 
the difference in the annual contribution from $131 to $146 million. 
Correct ? 

Mr. Davern. I do not believe that is entirely correct. I think there 
are projects under management now that have not reached the annual 
contribution stage. 

Mr. Tuomas. In addition to that 23,000. 


Mr. Davern. In addition to the new ones. As a matter of fact, 


some of the new ones may not reach an annual contribution contract 
stage in 1961. 
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Mr. Tuomas. You have 23,000 going into occupancy. When they 
go into occupancy, certainly that is the point where the contribution 
begins. 

Mr. Davern. It may or may not, according to how the projects 
under the particular contract are financed. Where there are a num- 


ber of projects under one contract, the financing may be postponed 
into future years. 


ANNUAL CONTRIBUTIONS 


Mr. Tuomas. Put pages A-1, A-2, and A-3, the annual contribu- 
tions, in the record. 


(The pages referred to follow :) 


Low RENT PusLic HousiIne PrRoGRAM 


ANNUAL CONTRIBUTIONS 


The U.S. Housing Act of 1987, as amended, authorized the Public Housing 
Administration to make annual contributions to local housing authorities in order 
to assist them in achieving and maintaining the low rent character of their hous- 
ing projects. The Administration is authorized to execute contracts with local 
housing authorities, embodying the provisions for payment of annual contri- 
butions. 

The execution of the annual contributions contract is a necessary prerequisite 
to the permanent financing of a project. Most projects are permanently financed, 
through the sale of bonds or other obligations, as the projects near completion. 
These obligations are issued in a principal amount equal to the minimum develop- 
ment cost. The level debt service on the permanent financing, i.e., fixed annual 
contribution, is the annual sum required to amortize the principal and interest on 
such obligations. The fixed annual contribution is the maximum that the 
Administration is committed to pay each year to service all debt incurred to meet 
the development cost of the project. 

The full amount of the fixed annual contributions is not generally required. In 
accordance with the act and the annual contributions contract, residual receipts 
of projects, i.e., excess of operating receipts over operating expenses, are available 
to reduce fixed annual contributions throughout the period covered by permanent 
financing. The first and/or second fixed annual contributions payments are 
further reduced by accrued interest, capitalized interest, and residual receipts 
at the end of the initial operating period, when applicable. 

The estimate of the appropriation for annual contributions has been prepared 
on the basis of an analysis of income and expense of individual projects or con- 
tracts containing more than one project. A determination of the projects which 
will be eligible for annual contributions in fiscal years 1960 and 1961 has been 
made by (1) identifying the projects eligible in 1959; (2) identifying the projects 
already permanently financed but not eligible until 1960 or 1961; and (3) develop- 
ing a schedule of estimated new permanent financing, on a project-by-project 
basis, thereby establishing the dates on which additional projects first become 
eligible for annual contributions in fiscal years 1960 and 1961. After the schedule 
of projects estimated to receive annual contributions has been determined, the 
estimate of fund requirements is based on two principal factors, (1) the fixed 
annual contributions and (2) the amounts available to reduce 
contributions. 

Certain factors, which are uncontrollable by the Administration, tend to change 
estimates for accruing annual contributions during any given fiscal year. There 
are two factors resulting in estimate changes for the projects on which annual 
contributions accrued in the fiscal year just ended: (1) Different source docu- 
ments, i.e., project operating budgets and budget revisions, become available and 
are used in compiling the budget estimates, depending on the date estimates are 
prepared ; and (2) net changes in residual receipts for an increasing number of 
anits on which annual contributions accrue. For those projects estimated to 
receive their first annual contribution during 1960 or 1961, changes occur in (1) 
estimated development progress of projects which are reflected in the financing 
activities ; (2) interest rates of local housing authority obligations; and (3) esti- 
mated average development cost of projects. 


fixed annual 
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In addition, there are a number of unpredictable factors which may increage 
the annual contributions requirements for both 1960 and 1961 above the present 
estimates. These factors could not be considered in developing the current 19¢9 
and 1961 estimates because the Administration has no practical method of fore. 
easting their effect on the annual contributions requirements. Some of thege 
factors stem from the Housing Act of 1959. The unpredictable factors include 
(1) permissive authority of local housing authorities to approve their own 
operating budgets and to engage private auditors to review their financial trans. 
actions which will be granted, under certain conditions, by the Administration jp 
accordance with the policy declaration in the Housing Act of 1959; (2) payments 
to local governments by local housing authorities for services and facilities for 
which the local government makes charges separate from real and personal prop- 
erty taxes, without regard to the provisions of the annual contributions contrac 
or deductions from payments in lieu of taxes otherwise payable which are author. 
ized by the Housing Act of 1959; (3) consolidation of Lanham Act projects 
(Public Law 475) in contracts with projects eligible for annual contributions ag 
authorized by the Housing Act of 1959; (4) consolidation of additional PWA 
projects, now under Administration contract, with projects under annual contri- 
butions contracts; (5) further consolidation of Public Laws 171 and 671 and 
certain Public Law 412 projects under a single annual contributions contract: 
and (6) additions to the authorized reserves which will result from the congoli- 
dation of projects. 

The annual contributions estimates for 1960 and 1961 

The 1960 budget estimates for annual contributions requirements, included in 
the budget of the United States, was $124 million. The Congress appropriated 
$120 million. The estimate of $124 million was developed in the summer of 1958 
and project budgets were not available for all projects at that time 

The present estimate for 1960 is $131 million. It now appears that the Public 
Housing Administration will be required to transmit at a later date a supple 
mental appropriation request in the amount of $11 million in order to meet its 
contractual obligations. This estimate for 1960 is based on (1) actual obliga- 
tions for approximately one-half of the program and (2) latest operating budgets 
and budget revisions submitted by local housing authorities for the remaining 
projects. However, the estimate of $131 million may not reflect the actual 
annual contributions requirements after obligations for all projects are compiled 

The present estimate for 1960 assumes that annual contributions will acerue 
on 429,221 units during 1960, an increase of 7,395 units above the previous esti- 
mate. The original estimate for 1960 assumed that $21.7 million would be 
available to reduce the fixed annual contributions, of which $15.5 million rep- 
resented residual receipts for 421.826 units. The current estimate for 1966 
available for reduction of fixed annual contributions is $18.2 million, of whic 
$11.7 million represents residual receipts. The decrease in the amount of resi 
dual receipts available to reduce the fixed annual contributions is due primarily 
to rising operating costs, including extraordinary maintenance, replacement 
of equipment, betterments and additions (operating improvements). 

The estimate of annual contributions requirements for 1961 is $146 million 
This estimate is based on the latest budget estimates of the local housing author 
ities, together with projections for new projects entering the program. It is 
assumed that 455,717 units will be eligible for annual contributions during 1961] 
The increase in requirements for 1961 is due to an increase of 26,496 units o 
which annual contributions will accrue, and the rising operating and mainte 


nance costs of the projects. The operating costs of the projects are rising mor 
rapidly than the operating receipts: the widening gap between expenses and 
income results in the trend toward payment of fixed annual contributions 


ANNUAL CONTRIBUTIONS SUPPLEMENTAI 


Mr. Tromas (reading) : 


It now appears that the Public Housing Administration will be required t 
transmit at a later date a supplemental appropriation request in the amount ¢ 
$11 million in order to meet its contractual obligation This estimate for 1960 
is based on: (1) actual obligations for approximately one-half of the progran 
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Mr. Franvz. Mr. Chairman, it has been our practice the last 3 or 
4 years to hold that supplementa] until it can be based on actual 
amounts that are going to be required to be paid. It usually comes 
in the cleanup supplemental around May or June. By that time 
the guesswork is largely eliminated from the figures. 

Mr. Tuomas. Is this figure accurate for 19592 You had 401,467 
units under annual contribution ? 

Mr. DeSirto. The 1959 figure is an actual figure. 

Mr. Tuomas. Is the figure of 429,221 for 1960 a firm figure ? 

Mr. DeSipro. That is an estimate. 

Mr. Davern. That is an estimate, but it is becoming firmer every 
day. 

Mr. Tuomas. Does it look like it will be a firm figure by the end 
ofthis year‘ You have 4 more months to go. 

Mr. Davern. Yes, sir; we think it will be a firm figure. 

Mr. Tuomas. Your 1961 figure is reasonably accurate? Is that 
true ¢ 


Mr. Davern. We feel so. 


SUMMARY OF REQUIREMENTS 


Mr. Tuomas. Here is a good table on pages A-4 and A-4a. Let us 
wit this table in the record. 
(The table referred to follows :) 


’ j ] T) ] } ° 
Summa Of annual cont butior equi ements All local owned provects ¢ arble for 


ann zal contributions 


959 actual 1960 estimate | 1961 estimate 

\ her 401, 467 429, 221 455, 717 

Fixed annual contribution $133, 106, 63 $149, 200, 000 $166, 400, 000 
Deduct ar ible uce fix nnt ibt 

I 

ACCT 0), 614 i 2, 624 $25, Sit 

( | t 84. 001 . 512 451. O91 

Residual receipts, end of initial operating period 216, 734 176, 430 287, 355 

I dual receipts, current period 575, 418 11, 722, 617 11, 054, 530 
Fixed annual contributions in excess of debt service re¢ 
wuirements for Pub La 671 project n temporary 

financir 2 04 282, 817 81, 458 

lotala ount availat to reduce annua ontribution 7. 100. 971 Ls. 200, 004 20, 400, 000 

nnual cor itior requirement 115. 366. 664 $1. O00. OOO 146, 000, 000 

uy 1” My wh) 14¢ wy) OO) 

pro} ition & 000. 000 000. 000 


10. O00 16, 000. 000 


The operating results of locally owned projects eligible for annual contribu- 
tions payments can best be presented by showing data on a per unit-month 
(PUM) basis. A summary statement of income, expense, and residual receipts 
for all locally owned projects eligible for annual contributions will be found on 
he following page. With the implementation of revised budgetary and account- 
£ procedures for local housing authorities, certain items of operating expendi- 
tures have been reclassified. The following statement reflects some expenditure 
classifications which are not fully comparable with certain classifications used 
in prior years 
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Statement of protect income, expense, and residua) receipts—Locally owned Projects 
iligible for annual contributions 


— 


1959 actual 1960 estimate 1961 es timate 
Classification a ll te 


_~ 


PUM Amount PUM Amount PUM 





A mount 


Operating receipts 
Rental income-.--.-.-- jet ais _.-|$36. 86 |$168, 958, 942 |$37.56 |$180, 913,417 |$37. 70 


; R 9 $189, 649, 428 
UT OR, cncnap nh stnantgetconnnt LD 4, 701, 288 . 92 4, 447,618 83 4, 182. 564 
Total operating receipts 37.89 | 173, 660,230 | 38.48 | 185,361,035 | 38, 53 193, 832. 047 


Operating expenditures: = 
Routine: — 
Administration — . 5.72 26, 227, 371 52 





2 22 6, 52 31, 413, 636 7.13 35, 876, 511 
Utilities. _- 8.81 | 40,380,362 | 8.89 | 42,814,388 | 9.02 45, 305, 305 
Ordinary ms 1intenance and oper a- | , 

tion : ueaidiek 12. 45 57, 085, 392 | 12.92 62, 236,049 | 12. 57 63, 215, 642 
Payments in lieu of ti Axe eee 2. 66 12, 170, 861 2. 70 12, 994, 947 2.7 13, 638 618 
Collection losses. _- fa Sees 28 1, 269, 290 26 1, 262, 914 29 1, 443, 267 
Other general expenses. z2 1.17 5. 366,713 97 4 683, 824 8] 4, 060, 584 

Total routine expenditures 31.09 | 142,499,989 | 32.26 | 155,405,759 | 32.453 163 629. 947 

Nonroutine 
Extraordinary Maintenance 13 588, 450 71 3, 428, 615 1. 63 8, 183, 983 
Replacement of equipment 45 2, 065, 964 a7 2, 719, O89 66 3, 349, 332 
Betterments and additions 76 3, 494, 021 1.09 5, 263, 154 1.09 5, 467, 056 
Other nonroutine expenditures Os 380, 574 03 125, 808 01 69, 746 
Miscellaneous adjustments 10 460, 679 06 281, 776 07 347, 961 
Total nonroutine expenditures 1. 52 6, 989, 6SS 2. 46 11, 818, 532 3. 46 17, 418, O78 
Provision for operating reserve 1. 88 8, 595, 135 1. 33 6, 414, 127 $4 1, 729, 492 
Total expenditures 34.49 | 158,084,812 | 36.05 | 173,638,418 | 36.3 182. 777.517 

Residual receipts. - <= : 3. 40 15, 575, 418 2. 43 11, 722, 617 2. 20 11, 054 

Number of projects at yearend _. 7 2, 245 2, 454 2, 625 

Number of units at yearend ; 401, 467 429, 221 455, 717 

Average number of units 381, 952 401,4 419, 18 

Number of unit months isi x 4,583, 419 4,816, S89 (3 


Mr. Tuomas. Operating receipts, rental income. What is PUM 
here ? 
Mr. Davern. Per unit month. 
Mr. Tuomas. That is monthly rentals? 
Mr. Davern. Yes, sir. 
RENTAL INCOMI 


Mr. Tuomas. $168,958,942 for 1959, $180,915,417 in 1960, and $189, 
649,483 in 1961. The unit cost remains practic cally the same withina 
dollar of each other: $36.86, $37.56, and $37.70 respectively. 


OPERATING EXPENSE 


During 1959 your oper: iting expense was $31.09 per unit. That isa 
total of $142,499,989. For 1960, it is $32.26, a total cost of $155,405, 
759. That shows about $5 in each year that you can put on your debt, 
does it not? And a total of $163,629,947 in 1961, for 
$32.53, again about $5 going to debt payment. 

Then you break down your operating expenses into administration, 
utilities, ordinary maintenance and operation, payments in lieu of 
taxes, collection losses. An average of about 26 cents per unit for col 
lection losses. I do not know what that means, but that 26 cents looks 
a little small; $1,443,000 is the estimated total next year for that item. 


Now nonrout ine, extraordinary maintenance, replacements of equip- 


a unit cost of 
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ment, betterments and additions, miscellaneous adjustments. That all 
figures out about $1.52 for 1959. That cuts down on the amount of 
money you can pay. So the total amount you can pay for 1959 is 
$34.49 out of the income of $37.89. 

Mr. Frantz. $3.40, just under that figure, Mr. Chairman, is the re- 
sidual receipts. 

Mr. Tuomas. How do you get it? $34.49 total expenditures against 
$37.89. I guess that is right, $3.40. 

Mr. Frantz. It is in the last line—residual receipts estimate—$3.40, 
$9.43, $2.20. 

Mr. Tuomas. What is the other income where you have $1.03, 92 
cents, and 60 cents. Where does that come from ? 

Mr. Wooren. That would be such things as surcharges for excess 
utility consumption, income from coin telephone booths, and items of 
that nature. It would be receipts other than rental. 

Mr. Tuomas. This is an excellent table. It gives the number of 
nits, the number of projects, and so forth. 

It would not hurt, gentlemen, to have this available. 

The blue sheets which follow give the name and location, the cost in 
the way of annual contributions, and the number. It has some infor- 
mation in it, but to put all this in the record would weigh a little too 
much. The committee may decide later to put it in. 


NONADMINISTRATIVE EXPENSES 


Let us look at your expense now. Limitation on nonadministrative 
expense. Put pages B-1 through B-7 in the record. 
(The pages referred to follow :) 


LIMITATION ON NONADMINISTRATIVE EXPENSES 


The Independent Offices Appropriation Act of 1952 and subsequent appropria- 
tion acts placed a limitation on the amount of nonadministrative expenses paid 
from receipts derived from the low-rent public housing program. The limitation 
ipplies to two activities: (1) expenses incurred in the operation and mainte- 
nance of federally owned directly operated projects, and (2) expenses incurred 
for PHA representation during construction. The expenses incurred for opera- 
tion and maintenance of directly operated projects are paid from rental income. 
The expenses of the representatives at construction sites are paid from fees 
deposited by local housing authorities. The use of these receipts correspondingly 
reduces the requirements for appropriated funds. 

There follows a summary of the actual and estimated expenses subject to the 
nonadministrative expense limitation for fiscal years 1959, 1960, and 1961. 


Summary of actual and estimated expenses (obligation basis) 


1959 actual | 1960 estimate | 1961 estimate 


Operation and maintenance of federally owned directly oper- 
ated project $508, 240 $550, 000 $550. 000 
PHA representation during construction . 1, 133, 584 800. 000 800. 000 
nobligated balances rt 5 658, 176 150. 000 
Total limitation on nonadministrative expenses ‘ 2, 300, 000 1, 500. 000 1, 350, 000 


Federally owned directly operated projects 


As of June 30, 1959, there were only 3 federally owned directly operated 
PWA projects (1,182 units) and 2 Public Law 412 rural projects (4 units) 
Tfemaining in the low-rent public housing program. The PWA projects have 
hot been sold, conveyed, or leased to local housing authorities because of the 
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absence of State enabling legislation, and lack of authority to sell the projects 
for other than low-rent use. An authorization by the Congress will be neces. 
sary before the Administration can dispose of the remaining three PWA projects 
for other than low-rent use. Drafts of legislation, submitted by the Admin- 
istration, to authorize disposition of these projects were not enacted by the 
Congress. The budget estimates assume that these three projects will remain 
in the program throughout fiscal year 1961. 

The federally owned directly operated projects remaining in the program 
on June 30, 1959, and their original cost, allowance for depreciation and book 
value are tabulated as follows: 


j — 








Number Develop- Allowance | Book y 

units ment cost for depre June x 

elation 1959 
IN D-17-6, Indianapolis 748 | $3,398,092 , $1, 033, 003 $2. 365. 08 
OKLA-1-1, Enid Ret SO) 9o}, 268 175, 099 381, 189 
OKLA-2-1, Oklahoma City ‘ 354 1, 960, 337 706, 674 1, 253. 663 
Public Law-412 rural projects. : 1 7, 128 7, 125 
Total : de : ‘ - 1, 186 D, 921, 822 1,¥14 4, O07, O46 


These projects are operated and maintained in accordance with policies and 
procedures applicable to low-rent public housing administered by local housing 
authorities. Operation and maintenance expenses of these projects are com 
paratively high because of the age of the projects. The two Oklahoma projects 
are the only low-rent public housing projects in the State. 

This activity is so small that any substantial increase in the trend of expendi- 
tures could have a serious effect on the limitation imposed since the flexibility 
of a larger program is no longer present. Unforeseen repairs and replacements, 
such as breakdowns of sewer, water, or gas distribution systems could develop 
which would require immediate correction. Sufficient funds are not included 
in our proposed limitation of $550,000 to provide for such emergencies, but 
rather provide only for operation and maintenance expenses that could reason- 
ably be anticipated at the time the budget was prepared 

The unobligated blance of $41,760, as of June 30, 1959, resulted from the 
Administration’s policy of retaining a contingency or reserve fund to take care 
of emergency repairs. Experience in the management of these projects has 
indicated the prudence of such a reserve. 

The cost of operation and maintenance during fiscal year 1961 is estimated 
at $550,000, the same amount estimated for 1960. The following table sum 
marizes the actual and estimated obligations for nonadministrative expenses by 
object classification for the federally owned directly operated projects: 






Fe de rawy owned d red i] {/ ope ated project onli idatlio 
Object classificatior 1959 act ] 1960 estimat 1961 estimat 
01 I sonal ser es go ® $242 u 242 ON 
(2 I Jt 
03 | portation of things 38 7K 70K 
04 Communication services 2,191 2, fi 2, Fi 
05 Rents and utility services 172, 221 2M 175, 200 
06 Printing and reproduction | 
( Other contractual services 
Health benefits contributior 2 Hi 
Life insurance contributior TRY 1, 000 1, 00 
Insurance premiums Af 1 11, 30 
All other 14. 807 oO TM 93, 101 
0&8 Supplies and materials 22, 19 41, 200 4), 40 
no Equipment 12. 6 2 QM) 1. 
11 Grants, subsidies, and contributior 
Contributions to the retirement fund 13, O76 14, 400 14, 40 
r nents in lieu of taxes 53, O44 34, 200 34, 0 
axes and assessments 
FICA tax contributions 709 | tL 
Total obligations 5OR, 240 ty) 550, 00 
Employment at beginning of year : 51 17 4 
Average number of employees 18 48 4s 


Employment at end of year 47 is # 
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A detailed statement of project income, expense, and residual receipts for the 
three federally owned directly operated PWA projects appears on the succeeding 
page. No obligations, subject to the nonadministrative expense limitation, were 
incurred in fiscal year 1959 and none are anticipated in 1960 and 1961 for the 
Public Law 412 rural projects. 


Statement of project income, expense, and residual receipts, federally owned directly 
operated projects (obligation basis) 


1959 actual 1960 estimate 1961 estimate 
Classification 


PUM | Amount} PUM | Amount; PUM | Amount 


Operating receipts 


Rental income _.| $40.02 |$567, 664 | $41.14 |$583, 500 | $41.36 | $586, 700 
Other income 1s 6, 828 Af; 6, 600 46 6, 600 
Total operating income 40.50 | 574,492 41. 60 590, 100 41, 82 593, 300 


Operating expe nditure 








Management = 4.64 65, 813 4.81 68, 200 4. 86 68, 900 
Operating services 3. 34 47, 323 3. 61 51, 200 3. 63 51, 500 
Utilities 12.47 | 176,895 12.65 | 179, 400 12. 65 179, 400 
Repairs, maintenance, and replacements 10.60 | 150, 301 11.95 | 169, 500 11. 96 169, 700 
Payments in lieu of taxes 2. 33 33, 044 2. 41 34, 200 2. 43 34, 500 
Contributions to retirement fund 92 13, O76 1. 01 14, 400 1. 01 14, 400 
Other operating ¢€ xpenditures 6S Q 678 1. 37 19, 300 9.16 30, 600 
Replacement of equipment 85 12, 110 97 13, 800 07 1, 000 
Total operating expenditure 35. 83 | 508, 240 38.78 | 550, 000 38. 77 550, 000 
Residual receipts 4. 67 66, 252 2. 82 10, 100 3. 05 43, 300 
Number of projects at year end 3 3 3 
Number of units at year end 1, 182 1, 182 1, 182 
Average number of units 2 . 1, 182 1, 182 1, 182 
Number of unit months 14, 184 14, 184 14, 184 
It iIrance, supplemental community services, sales, and services to tenants, and also, FICA 
4X CO life insurance contributions, terminal leave, ete 
l expenditures do not include expenditures for collection los ind operating improve- 
ments which are not subject to the nonadministrative expense limitation. 


PHA representation during construction 


The Public Housing Administration makes periodic visits to the site of low- 
rent public housing projects from the time the construction contract is awarded 
until the project is completed and placed under management. This represen- 
tation provides the means of insuring that projects will be developed in accord- 
ance with specified and acceptable standards and that local housing authorities 
insure compliance by the contractor with the construction contract. 

During fiscal year 1959, the Administration discontinued its previous policy of 
having full-time project engineers at each site or small group of sites. Instead, 
it established in each regional office a staff of traveling construction represen- 
tatives that permits each project to be visited at periodic intervals. In the 
course of visits to the various projects, the representatives, by observing con- 
struction operations and reviewing construction documents, can determine the 
effectiveness of project inspection by the local housing authority. In addition, 
these representatives review the status of contract administration and adherence 
to requirements, expedite where the need is indicated, observe and review 
administrative and supervisory activities of the local housing authority and 
architects, discuss current problems relating to construction work, examine 
selected files, and report to the regional offices on conditions found. These 
visits help to insure that no action is taken which could constitute a violation 
of the construction and the annual contributions contracts or impede construc- 
tion of the project. 

Fixed fees are paid by local housing authorities for the PHA representation 
during construction. The fee schedules are based on a percentage of the total 
development cost of a particular project and have been decreased to compen- 
sate for the lower cost to the Administration for this service. 

The Administration has already effected substantial savings in fiscal year 
1959 and additional savings are anticipated during 1960 as a result of the new 
policy. Estimates for these fiscal years under the old policy of placing resident 
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project engineers, coupled with the construction workload, would have been 
more than $2 million in excess of the authorized limitations. 

Based upon the projected workload, it is estimated that 56 construction 
representatives will be required in 1961. The costs for PHA representation 
during construction amounted to $1,133,584 in 1959; for 1960, a limitation in 
the amount of $950,000 was established by the Congress, but it is estimateg 
that budgetary savings of $150,000 may be effected; the estimate for 1961 jg 
$800,000. The smaller staff required for PHA representation reduces ¢op. 
siderably the costs of personal services. However, since these representatives 
will be in a continuous travel status, travel costs will increase. 

The following table provides a comparison of employment and costs for repre- 
sentation during fiscal years 1959, 1960, and 1961: 


Employ me nt and costs for PHA re presentation during construction 


1959 actual | 1960 estimate | 1961 estimats 
Employment at beginning of year-__- 128 42 
Average employment 115 5H ey 
Employment at end of year 42 At * 
Actual or estimated cost $1, 133, 584 $800, 000 $800, Orv 
Limitation_- $1, 750, 000 $950, OOO $800, 000 


An increasing number of low-rent public housing projects will be in the process 
of construction during 1960 and 1961. The following table shows comparative 
construction workload data for fiscal years 1959, 1960, and 1961 : 


( ‘onstruc tion wor I load 


IY & 1 YA ate | 1961 estimat 
In construction, beginning of year: 
Projects 1 ee ee ; . 256 187 238 
Units __ nauk * i 2 0). 504 28 O69 x2 QAO 
Construction starts during the year 
Projects 4 re : 4 148 212 7 
Units a ; s 18, 64¢ 25, ( 30, 0 
Completions during the year 
Se 217 161 254 
Units_...- atl ead 20, 181 20, 000 23, 0 
In construction, end of year 
Projects e 187 238 255 
Pe eee eee ae i i 28, 969 33, 969 40, & 


1 Includes a statistical 1djustment for a decrease of 2 projects an 161 unit 


The following table summarizes the actual and estimated nonadministrative 
expenses, by object classification, for construction representation : 


PHA re presentation during construction (obligation bas 








l uM ut t imat 
01 Personal services $9RD, 772 $518, 000 $519, 2 
02 Travel 85, 13) 234. 000 234, 00 
03 Transportation of thing 5, OW 5, 000 Mh 
04 Communication services 1. 949 & OOO & OW 
07 Other contractual services 
Health benefits contributions 3, 08 
Life insurance contributions 2, 563 1, 700 1, 70 
08 Supplies and materials 246 300 
09 Equipment 8 
11 Grants, subsidies, and contributions: Contributions to the z 
retirement fund | 45, 21¢ 33,000 | 33, 00 
15 Taxes and assessments: FICA tax contribution } 3, 104 | 
} 
Total obligations 1, 133, 584 800, 000 | 800, 0% 
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Mr. THomas (reading) : 


The Independent Offices Appropriation Act of 1952 and subsequent appropria- 
tion acts placed a limitation on the amount of * * * public housing. * * * The 
limitation applies to two activities: (1) Expenses incurred in the operation and 
maintenance of federally owned directly operated projects— 

This is nonadministrative expense and covers two phases. The cost 
of operating federally owned projects, of which there are what— 
three or two now ¢ 

Mr. Davern. Three. 

Mr. Tuomas. Where are they located ? 

Mr. Davern. Two in Oklahoma and one in Indianapolis. 

Mr. Tomas (reading) : 

expenses incurred for Public Housing Administration representation during 
construction. 
That is charged to the project, but for bookkeeping purposes it is 
charged here as a nonadministrative expense. That figure is $800,000 
for 1960 against $800,000 for 1961. You are going to construct how 
many units in 1960 and how many units in 1961 ¢ 

Mr. Davern. We can give you that, but actually the decrease there 
is not really based on that. As you will re “member, we changed our 
whole plan of handling project engineers. We no longer station proj- 
ect engineers on a full-time basis at a project. We use traveling 

inspectors who handle a group of projects. 

Mr. Tuomas. Isthat the reason for the reduction ? 

Mr. Davern. That is the principal reason, yes, sir. 


CONSTRUCTION STARTS ESTIMATES 


Mr. Tuomas. How many projects will you construct in 1960 and 
1961? Those figures are in the record. 

Mr. Davern. We anticipate construction starts of 25,000 units for 
1960. 

Mr. Tuomas. How many for 1961? 

Mr. Davern. Construction starts for 50,000 units are contemplated 
for 1961. There will be carryover construction undertakings in both 
1960 and 1961 from jobs whie h were started in previous years. 

Mr. Tuomas. What is the figure for 1959 ? 

Mr. Wooren. 18,646 units in 1959, 

Mr. Tuomas. You had about $300,000 heavier costs against 18.600 
units than you have for 30,000 units in 1960. 

Mr. Davern. That is because we were under the old plan and were 
using full-time projec t engineers. 

Mr. Tuomas. That is quite a saving. 

Mr. DeSirro. There is a statement of interest on page B-5. It is 
estimated that under the old plan our requirements for this item 
would have been $2 million in excess of the authorized limitations for 
fiscal years 1959 and 1960. 

Mr. Toomas. That is in the record, but let us read it again. 

Based upon the projected workload, it is estimated that 56 construction rep- 
resentatives will be required in 1961. The costs for PHA representation during 
construction amounted to $1,133,584 in 1959: for 1960, a limitation in the amount 


of $950,000 was established by the Congress, but it is estimated that budgetary 
savings of $150,000 may be effected ; the estimate for 1961 is $800,000. 


That is quitea reduction. That is good work. 
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Your travel item went up from $85,000 in 1959 to $234,000 in 1960 
and 1961; by virtue of your using traveling engineers, is that correct? 

Mr. Davern. Yes, sir. 

Mr. Tuomas. You spent half of your savings in travel, then. 
travel went up $150,000. 

Put page B-8 in the record. 

(The page referred to follows :) 


Your 


Expenses subject to the nonadministrative expense limitation 


The following table represents items, by object classifications, included in the 
limitation on nonadministrative expenses : 


Ite ms wy luded un the Limitation on nonadministralive ¢ rpense for the federal / Owned 
, , ; , 
/ , Je , ; ; / / / 
directly operated projects and / HA epresentatton du ng co on obligation 
, 
Das?s 
Object classificatio 1959 1 
01 Personal set f $1, 225, 1 $ OOM $761 
2 Travel 85, 29 1,3 234, 31K 
03 Transportation of thing 6, 428 \ 7K 
04 Communication services $ 14 0 0 
05 Rents and utility services 172, 22 2 aT 
06 Printing and reproduction __. 11 
07 Other contractual servic 
Health benefit it l S 
Life su ( I 2 
Insur | 
All ‘ s 2 L 23, 10 
S suppil + An 4), 400 
09 Equipment 8 Rf 1 
l Gran S s t 
( rel t 47, 40 
Pa ‘ 1 x6 14 Fy 
15 Taxesa S FICA s ‘ 1) 
lotal, no 1 1, 641, S24 “ x 


ADMINISTRATIVE EXPENSES 

Mr. Tromas. Let us look at administrative costs. Put pages C-1 
(~2, and C—3 in the record. 

(The pages referred to follow :) 


PROGRAM SUMMARY 


The Public Housing Administration has responsibility for adminstering the 
low rent public housing program. The U.S. Housing Act of 1937, as amended, 
authorized Federal financial assistance to local communities in providing decent, 
safe, and sanitary dwellings for low income families. 

The development and management of low rent housing projects is a joint 
undertaking of the Federal Government and the local community The local 
community determines the need for low rent housing. A local housing authority 
is established in conformance with Federal, State, and local requirements. The 
local housing authority applies to the Public Housing Administration for a 
program reservation and a preliminary loan to cover the initial cost of planning 
the project. The project is owned and operated by the local housing authority 

The administration makes direct loans to the local housing authority until 
the amount outstanding is sufficient to warrant the issuance of temporary notes 
to private investors. This usually occurs after construction of the project has 
begun. The local housing authority then sells temporary notes to private in- 
vestors on a competitive bid basis and repays the administration. This use 
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of private capital reduces the need for borrowing from the U.S. Treasury. As 
the project nears completion, the local housing authority issues and sells through 
the administration long-term bonds or other obligations for permanent financing. 
These obligations are secured by the Federal Government. This security is 
provided by an annual contributions contract executed by the Public Housing 
Administration with the local authority. The contract provides for annual 
contributions sufficient to meet interest and amortization requirements on the 
obligations issued to finance the development cost of the project. Residual 
receipts, excess project income Over expenses, are used to reduce annual con- 
tributions requirements. 

The administration reviews operations of the local housing authority to insure 
that statutory and other requirements have been met and that the contractual 
obligations, as well as the objectives of housing legislation, have been fulfilled. 
In reviewing the project operations of the local housing authority, the adminis- 
tration promotes economical operations in an effort to hold annual contributions 
requirements to a minimum, 

Local governments also contribute to the low rent public housing program. 
By law, each low rent housing project must be exempt from all taxes levied by 
State, city, county, or other government subdivision. The local government 
agrees to furnish or cause to have furnished to the project and its tenants 
the same services and facilities as it supplies other properties and citizens of the 
community. The local government’s contribution is reduced by payments in 
lieu of taxes made by the local housing authority. 

The local housing authority fixes income limits and rents which are approved 
by the administration. These income limits and rents are related to the rent- 
paying ability of the family. The Administration is responsible for assuring 
conformance to law and the maintenance of the low-income character and the 
financial solvency of the project. 


PROGRAM ANALYSIS 
Program status bu stage 


The development workload in the low-rent public housing program is indicated 
by the number of dwelling units moving through the various stages. During 
1960 and 1961 the development workload will be concentrated on the execution 
of annual contributions contracts and the construction stage. 

At the end of fiscal year 1959, there were 25,067 units under preliminary 
loan contracts with sites not selected and 3,355 additional units with sites 
selected, for which annual contributions contracts had not been executed. It is 
anticipated that some of these units will move to the annual contributions 
contract stage during 1960 and 1961. 

As of June 30, 1959, there were 599 projects containing 101,600 units under 
annual contributions contract, with construction not started. Included in this 
category were 13,625 units for which sites were not selected. These include 
projects for which sites were selected originally but options were lost because of 
passage of time or for other reasons. On the same date, there were 187 uncom- 
pleted projects with 28,969 units under construction. 

Under normal procedure, approximately 1 year elapses from the time of 
executing a preliminary loan contract to commencement of construction of the 
project. Then, from 9 to 24 months are required from the beginning to the com- 
pletion of construction, depending upon the size of the project. 

An additional workload factor is the followup on delayed program reservations, 
preliminary loan contracts, and annual contributions contracts which is being 
launched by the administration in fiscal year 1960 and will be continued in fiscal 
1%1. A total of 40,986 units in 181 localities is included in this category. The 
completion of work on these cases has been delayed until this year due partly 
to the heavy workload in the other development phases. 

The following tabulation shows a status-by-stage analysis of the development 
activity at fiscal yearends: 
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Program status by stage—At year end 
1959 actual 1960 estimate 1961 estimate 
Projects Units Projects Units Projects Units 





1. Program reservation issued, prelim- 


inary loan contract not executed 10, 675 i 10, 000 
2. Preliminary loan contract executed, 
site not selected -- 25, 067 17, 067 5, O67 
3. Site selected, annual contributions 
contract not executed ___- 18 3, 355 18 3, 355 
4. Annual contributions contract exe- 
cuted, construction not started. 599 101, 600 487 91, 600 363 83, 600 
5. Construction started, not available for 
occupancy 4 ‘ 187 28. 969 238 33, 969 255 40, 949 
6. Available for occupancy (total pro 
gram) _ 2, 430 455, 145 2, 586 474,418 2, 840 497, 418 
nn nm. : ‘ 
Mr. Tuomas. This table on C-3, program reservation issued, pre- 


liminary loan contract not exec — 10,675 units for 1959. 

Your preliminary loan contracts executed, 25,067 in 1959, 17,067 in 
1960, and 5,000 units in 1961. 

Site selected, annual contributions contract not executed. 

The one which really rings the bell is “Construction started, not 
available for occupancy,” 187 projects in 1959 with 28,969 units; in 
1960, 238 projects with 33,969 units; and in 1961, 255 projects with 
40,969 units. 

At June 30, 1961, you will have 2,840 projects with 497,418 units 
available for occupancy. 

Acquisitions, repayments, and yearend balances of notes, bonds, 
and mortgages of local housing authority and others held by the 
Public Housing Administration. These are in thousands. We are 
getting up into big money: $88,746,000, balance June 30, 1959, in 
development loans. Administrative loans, $398,000. Mortgage notes, 
$1.835.000. 

What is the status of your business over at the Treasury? During 
fiscal 1959, permanent financing totaled $288.8 million. 

One June 30, 1959— 


there were approximately 375,000 units in the Public Law 171 program, includ- 
ing projects in preconstruction, construction, and management. Some 240,000 
of these units had been permanently financed, leaving 135,000 units eligible for 
permanent financing. 

FEDERAL COST 


What will it cost when you get all these units permanently financed ! 
What will be the cost to the Treasur vy? 

Mr. Davern. The cost to the Treasury will be the annual contribu- 
tion each year. 

Mr. Tromas. Oh, no. It has to put up the construction costs. 

Mr. Davern. No, sir. The construction cost is substantially bor- 
rowed from private money. 

Mr. Tuomas. The Treasury is on the note, though. That is what 
Tam getting at. What isthe liability ? 


Mr. Davern. The annual contribution. It is payable annually. 


The maximum amount per year is the debt service on the bonds. 


Mr. Tuomas. But the Treasury guarantees the whole project for 


the life of 40 years. 
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Mr. Davern. The United States guarantees the payment of the an- 
nual contributions. The full faith and credit of the United States is 
pledged to the payment of the annual contributions. That is the 
total obligation of the United States. 

Mr. Toomas. What is the construction cost ? 

Mr. Davern. Cumulatively, it is the construction cost of the entire 
program. 

Mr. Tuomas. Can you not translate it in terms other than that? 

Mr. Davern. In terms of dollars, 500,000 units times $14,000 per 
unit. The total, of course, should be reduced by any residual receipts 
from the program. 

Mr. Tomas. 500,000 times $14,000. 

Mr. Davern. Roughly $7 billion. 

Mr. Frantz. Mr. Chairman, the unamortized principal amount at 
June 30, 1961, is estimated at $3,020 million. 

Mr. Tuomas. That isthe unamortized part of it ? 

Mr. Franz. Yes, sir. 

Mr. Tuomas. Of course, this has been operating over the period 
since the original act in 1938. 

Mr. Davern. 1937. 

Mr. Frantz. At June 30, 1959, it was $2,480 million. 

Mr. Tuomas. That is the unamortized part, $2,480 million ? 

Mr. Franz. Yes,sir. 

Mr. Tuomas. 500,000 units for a period of 40 years—this is for 40 
years, 1s it not ? 
' Mr. Davern. Yes, sir. 

Mr. Tuomas. What would be the annual contribution in the way of 
subsidy ? 

Mr. Davern. May we supply you a figure on that for the record ? 

Mr. Tuomas. I think it was around $13 billion or $14 billion, but 
supply it for the record, if you will, please. 

(The information requested follows :) 


Estimated accruing annual contributions for 500,000 dwelling units 


Less amounts] 


Number Fixed ivailable to A ccruing Estimated 40- 
Classification of units innual con- | reduce fixed annual con- year Federal 
tributions annual con- tributions cost 


tributions 


Actual, fiscal year 1959 401. 467 $133, 106, 635 $17. 739. 971 $115, 366, 664 | 3 $4 753, 329. 100 


5) (KK) 98, 533 69, 662, 831 8. 707. 854 60, 954. 977 2, 438, 199. 100 


Total 5 . 500, 000 202, 769, 466 26, 447, 825 176, 321. 641 7.191. 528. 200 


Assur in average residual receipts of 1249 percent for the estimated periods 
A—4 of the justification of the 1961 est lates 
? Assun in average remaining contribution period of 35 years 
N The amount of fixed annual contributions for the 98,533 units was estimated at a verage dee 
pment st of $14,000 per unit an 1 financed with new LHA bonds for 40 vears at 4 perce nt me innum. 
i hle to reduce fixed annual contributio the 98.533 units w estimated to be 1214 
ent t eof. Cumulative accrued annual contributions from inception of program through D 1 
49, amounted to $676,938,362 
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ADMINISTRATIVE PERSONNEL 


Mr. Jonas. Pages D-1 and D-2 show your personnel, administra- 
tive employees—tot: al departmental positions 505, and in the field 
927, foratotal of 1432. Isthat correct ? 

Mr. Davern. That cee for fiscal 1961 

Mr. Jonas. What is that increase over 1960 7 

Mr. Davern. On administrative personnel, 32 new positions. We 
have some nonadministrative personnel. 

Mr. Frantz. Nonadministrative are not in this chart, though. 

Mr. Jonas. What do you do in the block “development” ¢ W hat 
do those people do? 

Mr. Davern. Our program is set up so the annual subsidy which 
the Government paid is based upon the development cost of projects, 
Therefore, we are greatly interested in that developme nt cost. Our 
law contains provisions prohibiting extravagance in design and ma- 
terials and requiring economy. ‘To see that those statutory require- 
ments are met, the agency is required by statute to approve awards of 
main construction contracts. ‘To sum it up briefly it is the respon- 
sibility of our development people to assure the Government that the 
projects which it undertakes to finance are serviceable, that 1s, that 
they will accomplish the program objectives over the period of the 
program, and at the same time are economical. 

Mr. Jonas. Are youstill averaging $14,000 a unit / 

Mr. Davern. I think that is our current average. Our averages 
have gone up from the beginning of the program, and I think we are 
at about $14,000 right now. 

Mr. Jonas. Let us put C-21 in the record, which contains a sum- 
mary of administrative expenses. 

(The page referred to follows :) 


intestralive expenses 
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AUBIT ACTIVITIES 


Mr. Jonas. How active are your auditors? What are they uncoy- 
ering? Is the audit division justifying its work ? 

Mr. Davern. We think so. We have reorganized our whole audit 
setup and are giving greater emphasis to audits. 

Mr. Jonas. The act last year put a little more burden on them, did 
it not? 

Mr. Davern, Yes, sir; we think we have substantially improved our 
audit approach. Our audits now are independent, and are more com- 
prehensive in coverage. 

Mr. Jonas. The act last year eliminated the statutory ceiling, did 
it not? : 

Mr. Davern. I think you gave us some new ceilings last year. 


LOCAL DETERMINATIONS 


Mr. Jonas. I think that act gave you the right to let the local people 
determine. 

Mr. Davern. That was not a matter of statute. There was legisla- 
tion pending before the substantive committee which would have per- 
mitted local authorities to do their own budgeting and auditing, 
Commissioner Slusser proposed to the committee that in lieu of chang- 
ing the framework of the act, we authorize local authorities to under- 
take their own auditing and their own budgeting for a 2-year period 
and report the results of that experiment to the Congress. 

Mr. Jonas. I was referring, however, to the income limits for 
eligibility. 

INCOME LIMITS AND RENTALS 


Mr. Davern. There was a change in the law. However, in sub- 
stance all it did was eliminate the Federal automatic exemptions from 
income limits. The law now provides that the local authorities shall 
fix the income limits and rentals for their projects subject to the ap- 
proval of the PHA, taking into consideration the economic needs of 
the project and the factors affecting the tenants. 

Mr. Jonas. What variation are we finding in those income limits? 

Mr. Davern. Very little. 

Mr. Jonas. Generally what are they? Puta statement in the record 
right here showing what kind of standards are being followed. 

Mr. Frantz. The extent of the changes that have been made by 
the local authorities ? 

Mr. Jonas. What are the local authorities fixing now as income 
ceilings? 

Mr. Frantz. As compared to what it was before the statute ? 

Mr. Jonas. Yes. 

Mr. Davern. I think it will show very little change. 

Mr. Jonas. I would like the record to show, generally speaking, 
what the rules of eligibility are now. 

Mr. De Stpto. We will supply that for the record, sir, but our ex- 
perience with it has been quite limited, and up until this time there 
has been very little variation. Very few local authorities have changed 
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their income limits and rental and occupancy requirements from what 
they previously were. However, we will provide that information. 

Mr. Jonas. My recollection is that over the years those ceilings have 
been going up. Have they not ? 

Mr. Davern. Yes, sir, they have been giving up just as costs have 
been going up. That is the reason they have been going up. 

Mr. Jonas. You say on page 2 of the justifications: 

The rent limits established are subject to a 20 percent gap between the upper 
rental limit for admission and lowest rent for adequate private housing. 

Mr. Davern. Yes, sir. That is by Federal statute enacted in 1949. 
The purpose of the statute was not to measure what a low-income fam- 
ily is, but to prevent the program from competing with pr ivate enter- 
prise. It is a secondary measure, though, of what a low-income fam- 
ily 1s. 

(The information requested follows :) 

Generally speaking, families are eligible for admission to low-rent public 
housing projects if their income is not sufficient to provide them with decent, 
safe, and sanitary housing in their locality. In establishing income limits, local 
housing authorities take into consideration such factors as the size of the 
family, the number of minors, health factors, and the like. 

Since enactment of the Housing Act of 1959, proposals submitted to the PHA 
by local housing authorities for changes in income limits have been received at 
a rate which has not been perceptibly greater than previously. For this reason 
it cannot be said that the 1959 act has had any appreciable effect on this aspect 


of the program up to this time. All increases in income limits have been at- 
tributed to economic conditions in the locality and not to changes in the law. 


LEGAL ACTIVITIES 


Mr. Jonas. Legal Division. Have you any legal problems? 

Mr. Davern. Yes, sir, we have legal business at all times. 

Mr. Jonas. What are some of your legal problems? 

Mr. Davern. Litigation is one of our increasing problems. We 
are directly or indirectly concerned right now with 140 major law- 
suits and I do not know how many sm: all ones. 

Mr. Jonas. 140 major lawsuits in progress now ? 

Mr. Davern. Yes, sir. 

Mr. Jonas. On what issues, generally ? 

Mr. Davern. Construction claims, constitutional questions, and a 
general run of the mill. 

Mr. Tuomas. Dollarwise, how much money is involved in terms of 
construction costs? 

Mr. Davern. We do not have that figure. Many of the major law- 
suits do not involve monetary amounts. We are testing constitu- 
tional questions such as whether public bodies may subscribe to 
mutual insurance in several States. We are in the Supreme Court 
in Louisiana on this question now, and just finished a similar case 
in the Supreme Court of Arizona. We are preparing similar litig: 
tion for Texas, the last State in the Union which precludes public 
bodies from buying mutu: ul insurance. There is no monetary amount 
in these suits, but the sav ings to the program by est: iblishing the legal 
point will be substantial over the years. 

Mr. Tuomas. We used to get a lot of mail on it here a year or two 
ago. 

Mr. Jonas. Does your division handle all those lawsuits? 


53225—_60— pt. 2 66 
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Mr. Davern. No, sir, but we are directly or indirectly concerned 
with it. If it is a Federal action, the Dicasiened of Justice by 
statute actually represents the agency in court. Our lawyers assist 
them in preparing the case and quite often sit in with them at the 
hearing. 

Mr. Jonas. Do you spend any money engaging private counsel? 

Mr. Davern. No, sir. We have no authority to employ private 
counsel in litigation. The Housing Act of 1937 provides that the 
Attorney General or his designee shall appear for the administration, 

(Off the record.) 

VACANCY AND TURNOVER RATES 

Mr. Jonas. Where is the table showing the vacancy rate? 

Mr. Davern. As of last February 1 it was 97.7 percent. 

Mr. Jonas. Occupancy 4 

Mr. Davern. Yes. 

Mr. Jonas. What is the turnover rate? 

Mr. Davern. Just about what it is in private enterprise, some- 
thing like 20 to 25 percent per year. 

Mr. Jonas. What is the principal reason they move out ¢ 

Mr. Davern. There are many reasons. We made a survey on that 
recently. 

One of the healthy reasons is that they become ineligible and go 
out on theirown. That is what we like to see. 

Mr. Yates. Ineligible through increasing their income ? 

Mr. Davern. Yes, that is the objective of the program. ‘There are 
other reasons, such as employment. 

Mr. De Siro. 23.3 families per hundred per year is the correct 
figure. 

Mr. Jonas. Who move out? 

Mr. De Srpio. Yes. This is the lowest move out rate since fiscal 
year 1950. 

Mr. Yates. How did the vacancy rate compare to t he prey ious year’s 
rate / 

Mr. Davern. It is a little higher. I think occupancy was 98.2 
percent last year. It is down to 97.7 this year. 

Mr. Yates. Isthere a reason for that / 

Mr. Davern. The difference is so small I wouldn’t even guess as to 
a reason. 

Mr. Yates. In terms of the rentals; yes. 

Mr. Davern. We do not think it is unhealthy because many of the 
vacancies are temporary pending renovation of units following move- 
outs. 

Mr. Yates. What does private enterprise consider to be a reason- 
able rate of occupancy? It is not that high; is it? 

Mr. Davern. I don’t know. I mentioned our turnover was com- 
parable to that of private enterprise. 

Mr. Yates. Yes; onturnover, but that isa different statistic. 

Mr. Davern. Yes, but I think the vacanc y ratio would follow. 


AUDIT DIVISION 


Mr. Tuomas. How isthe Audit Division doing? Is it working out 
better as a separate entity / 
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Mr. Davern. We think so. We had a little problem there. We had 
a new man come in, as you know. He had to make some studies of 
what he had as an organization and what we do as an agency. 

Mr. THoMmaAs. What do you need with 45 auditors in the Central 
Office and 153 in the field ? 

Mr. Davern. We do a lot of auditing from the central office. Many 
of the auditors in the central office are assigned to field jobs. 

Mr. Tuomas. Do you have a chart of the auditing division? Let 
us see how many you have doing administrative work and how m: ny 
are doing auditing work. 

Have you a breakdown of the auditing staff here ? 

Mr. De Srirto. Not here; no, sir. 

Mr. THomas. Where do you have the regional offices—at Atlanta, 
San Francisco, New York, Chic: ago, Fort ‘Worth, Puerto Rico, and 
Washington. You still have seven regional offices ? 

Mr. Davern. Yes. 

FIELD EMPLOYMENT 


Mr. THomas. What is the total employment in the regional office, 
767 for 1961/ Is this man-years or jobs? I refer to the table on 
page C—21. 

Mr. Davern. That is average employment. 

Mr. THomas. How many vacancies did you have as of January 1 
in the total number of field offices? This figure would actually be 
around 835 jobs, would it not? 

Mr. Dr Sreto. We have vacancies shown as of February 29. Total 
for the regional offices is 16. 

Mr. Tuomas. How about the central office ? 

Mr. Dr Strto. There are 65. These 65 include all of the auditing 
vacancies. Although the auditors are physically located in the field 
they are part of the central office auditing division and in this figure 
the audit vacancies are included. There are 65 vacancies in the central 
ofice. That includes the field auditors. 

Incidentally, 50 of the 65 positions are in auditing work. 

Mr. Tuomas. Will you have trouble filling the auditing jobs? 

Mr. Davern. As I mentioned before, Mr. Chairman, we have a new 
man who took over about 1 year ago in audits. He spent considerable 
time in studying our activities and our organization; also, in develop- 
ing the plan of inde ‘pendent audits and a more comprehensive plan 
of auditing. We were also confronted with perfecting the plan author- 
ized by the committee of the Senate to permit local authorities to do 
theirown audits. Hence, the recruiting which we hoped to accomplish 
earlier, actually is just starting. It is moving now and we think i 
will go forward. 

EMPLOYMENT CHARTS 


Mr. Tuomas. Refer to your chart on page D-1. You have 64 people 
doing staff work; is that right? Is this departmental and field or just 
department: al? 

Mr. De Srero. Total, departmental and field. Departmental is 
shown on the next page. 

Mr. THomas. D-1 is the combined page? 

Mr. Dr Srpto. Yes, sir. 
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Mr. Tuomas. Where is the chart showing the District of Columbia 
breakdown by activities? Do you have it in the form of a chart? 

Mr. Der Srrto. D-2. 

Mr. Tuomas. You lump in your administrative division here. You 
have a half dozen divisions here. What comprises the administrative 
division ¢ 

Mr. Wooren. Page D-5 shows the breakdown by functions. 

Mr. Tuomas. ‘Twenty-one positions in the Budget Branch, 97 in 
the Fiscal Branch, 96 in the Office Services Branch, 16 in the Per- 
sonnel Branch, production and document control shows 11. 

Are you not topheavy in the District of Columbia? We often hear 
it said that you are. 

Mr. Wooren. That is the one activity that is centralized. In our 
program activity the work is done largely in the field offices, but in 
accounting, personnel, statistics, the whole job is done in Washington, 


DEVELOPMENT AND MANAGEMENT DIVISIONS 
Mr. Tuomas. Let us look at the Development Division and Man- 
agement Division. Insert pages D-9 and D-10. 
(The pages referred to follow :) 


Development Division 


1959 actual 1960 estimats 1961 estimat 
ha A ae | 
lA ver Em- |Aver Aver 
} age Net ploy-| age Net Po we | Net Posi 
em- cost ees, | em cost tions en cost itions, 
| ploy- June | ploy- June | ploy- | June 
| ment 30 ment x) | ment] 30 
Office of Assistant Commissioner 3.0 | $26,212 3 3 | $26, 270 3 3 | $26. 271 8 
Office of deputy for project planning 
and field coordination 16.8 | 156, 097 17 158, 942 ~ 7 | 159.2 7 
Construction Branch 6.0 58,313 7 | 62.713 7 7 62. 800 7 
Land Branch 4.1 31,718 4 4 30. 510 { { 30. 850 4 
Technical Branch 18.5 | 156. 176 19 19 | 166, 689 19 19 | 167, 155 19 
Total Division out 48.4 | 428. 516 5) KO | 445, 124 mM) “| 446. 33 5) 


The Assistant Commissioner for Development heads the Development Division 
and is the Commissioner’s principal advised on all matters relating to the 
initiation, planning, and construction of public housing projects, including the 
acquisition of sites. He is responsible for the activities of the branches de 
scribed below and, in addition, coordinates all other activities wthin the Public 
Housing Administration which are required in the development processes, in- 
cluding the initiation and cancellation of local programs. 

The Assistant Commissioner for Development is assisted in the performance 
of his duties by a deputy, who in addition to other duties, supervises the work 
of a cost-analysis staff, a project-planning stafi, and a development-coordination 
staff. The general functions of the Development Division include formulating 
development policies, standards, and procedures; reviewing and evaluating 
regional office development performance; conducting development studies; and 
providing training and specialized advice and assistance for the regional office 
development staffs. 

Construction Branch 

The Construction Branch is concerned with matters relating to all phases of 
project construction, such as the form and the provisions of contract documents, 
the inspection and acceptance of work, change orders, progress, reporting, litiga- 
tion arising out of contracts, etc. 
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Land Branch 


The Land Branch is concerned with matters relating to the acquisition of 
public housing sites, such as land survey, appraisals, option negotiations, etc. ; 
maintains land records, and approves rental and tax reimbursement payments 
with respect to land held by the Public Housing Administration. 


Technical Branch 

The Technical Branch develops standards for the planning and design of 
low rent projects, evaluates novel design and materials proposed by local 
authorities and the construction industry, and makes studies of utility costs, 
combinations, rates, etc., in the interest of achieving economy. 


Management Division 


1959 actual 1960 estimate 1961 estimate 

Aver Em- |Aver Posi- | Aver Posi- 
ge Net ploy-| age Net |tions,| age Net /tions, 
em- cost ees, em- cost June em- cost June 

ploy June | ploy 30 | ploy 30 

ment 30 ment ment 

Office of Assistant Commissioner 4.8 | $57, 493 6 6.0 | $57,975 6 6 | $57,975 6 
Economics Branch 1.3 30, 658 ) 5.0 39, 910 5 40, 675 5 
Intergroup Relations Branch 3.0 23, 317 3 3.0 24,017 5 3 24, 527 3 
Labor Relations Branch 7 5.8 41, 460 5 5.0 36, 967 5 5 37, 130 5 
Management Operations Branch 32.5 | 259, 970 29 | 30.5 | 240, 353 31 31 | 247, 699 31 
Operations Engineering Branch an 8.0 62, 503 7 7.8 66, 987 \ S 69, 542 & 
ee Gennaio oe es oe 58.4 | 475, 401 55 | 57.3 | 466, 209 58 58 | 477, 548 58 


The Assistant Commissioner for Management heads the Management Divi 
sion and is the Commissioner's principal adviser on all matters relating to the 
operation of public housing projects. He directs the activities of the branches 
described below and is assisted in the performance of his duties by a deputy. 
The general functions of the Management Division include formulating manage- 
ment policies, standards, and procedures, reviewing and evaluating regional 
office performance in the field of project management; conducting management 
studies; providing training and specialized advice and assistance for the re- 
gional office management staffs; and handling operating problems in the field 
of project management which require central office action. The Management 
Division furnishes economics, intergroup relations, and labor relations services 
to the Development Division in connection with project development. 

Economics Branch 

The Economics Branch is concerned with allocations of low rent housing, 
maximum income limits for admission and continued occupancy, and other 
considerations of an economic nature which arise in the development or man- 
agement stage. It also performs the economics function for the Puerto Rico 
regional office. 

Intergroup Relations Branch 

The Intergroup Relations Branch is concerned with matters related to par- 
ticipation by members of racial minority groups in various aspects of the develop- 
ment and management of public housing. 


Mr. Tuomas. The Technical Branch develops standards for the 
planning and design of low rent projects, evaluates novel design and 
materials proposed by local authorities and the construction industry, 
and makes studies of utility costs. 

How many people did you have in this activity for 1955 and 1956 
in the Technical Branch ? 

Mr. Davern. I do not believe we have that figure here, but there 
has been no substantial increase in staff. 

Mr. Tuomas. The Construction Branch is concerned with matters 
relating to all phases of project construction, such as the form and 
the provisions of contract documents, the inspection and acceptance 
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of work, reporting, litigation arising out of contracts. Where do you 
set out your traveling inspectors? To which division are they 
charged ? ) 
Mr. Davern. The construction sections of the regional offices, 
Mr. De Siero. Functionally they perform the kind of work per- 
formed here by the Construction Branch. The Construction Branch 
has the responsibility for overseeing the work. 


REGIONAL EMPLOYMENT 


Mr. Tuomas. Let us look at the table for regional offices. The 
chart on page C-27 is the one I was looking for. Insert in this chart 
the number of employees by gre ades from 10 up, and then below that 
by numbers, the lump sum. That will give us a complete picture, 

(The information requested follows :) 


Staff offices : 
Offices of the directors: 


GS-15 ieee 6 
GS-14 ae a a l 
GS-13 » 
GS-12 = er ~ ; : 5 
GS-9 and below__-- a 98 
Total offices of the directors oad see - os 42 
Legal sections : 
GS-14 s Be ah el te re = 7 
GS- 1; 3 ste abe aiaibaieid eid - - in = 6 
GS-12 = 16 
GS-11 —— ts j ‘ ‘ 1] 
GS-9 and below Liatce ‘ tte . 37 
Total legal sections 77 
Economie sections: 
GS-13 pis aia f 6 
GS-12 Lash 4 
GS-11 i aad ‘ 2 
GS-9 and below = 16 
Total economics sections 28 
Intergroup relations sections: 
GS-12 3 6 
GS-9 and below 6 
Total intergroup relations 12 
Labor relations sections : 
GS-12 . 6 
GS-11 : 0 
GS-9 and below___-- 6 
Total labor relations 17 
Office services sections: 
GS-11 : 2 
GS-9 and below 60 
Total office services 62 


Total staff offices___-_- 
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Development : 


tc etenaiinia iat cies ao a a 7 
GS-12 — F eleania icine ache sacalabtsadetsi 1 
GS-9 and below__- cela bs si 11 

Total offices of assistant directors for development _ 19 

Project planning and field coordination sections : 

GS-13 eae ceenul eaten chodinrcinandipeabrsha ecb Be dake F j ahieiekebts 16 
GS-12 —----- a Ne nes ime Ey 19 
OS Bi a a tee 11 
GS-9 and below BERL See —— ae dé 28 

Total project planning and field coordination sections act ie 74 


Construction sections: 
GS-13 - ; ‘ 7 
GS-12 


So i = . 6 aie ta 2) 
GS-0 and below...._.....—... ae cca pun hehte banetd edeoset 12 
Total construction sections_-— a‘ . : 39 

Land sections: 

GS-13 Ee cplgn tats oni cas Anca cm 7 
GS-12 ak inked i 7 
GS-11 . reo ee ett 5 
GS-9 and below ba . 12 

Total land sections : 31 

Technical sections: 

GS-13 7 
GS-12 25 
GS-11 ~- , 19 
GS-9 and below 14 

Total technical sections ‘ ss - 65 
Total development_____---- s : . 228 


Management: 
Offices of assistant directors for management: 


G14... scape tnnianiacmians - 
GS-11-__- a nisl ; ale eer soiree 1 
GS-9 and below ___ ats eee z he ie 9 
Total offices of assistant directors for management 2. 17 
Management review and field coordination sections: 
GS-13 ee RAE Ch hd iedlee tee Sook ae ei ee ee ST 4 18 
GS-12 a eee niente ie tases bead 20 
GS-11- i uidsaceudva tate a ‘ 33 
Ge-2 nee pelMww 3 ce eee 43 
Total management review and field coordination sections____. 114 
Occupancy sections : 
8 ee ee ee aS ears" i * oiaee 6 
kha oh te dine ee aN eS ee ee ai 5 
Ee |: nr ar 7. : 16 
Total occupancy sections chee a7 
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Management—C ontinued 
Operations engineering sections: 








ea arene acres lien omc asta etnias atone ticcimeninesen echoes sib Mins 6 
IT iciieic ecm dneniksaruet nieipcanipaninitchicmnananidnneadipereninineceinitinteniminnshrermemecrmbstidadiats 24 
Nailed cetaceans ecphaatalinsbescgieh entertained tower laches 14 
IE PIN sii steetitinetinise cteis egininee iene sia * 16 
Total operations engineering sections__.___._____~~_- scenic iiss calli 60 
Project fiscal management sections : 
aaa ia teat ied atch epeataceleiarnialioniinn leis sini 6 
Ne ihicn eenncedescnnint) bencabeirinmntiditesantinmuncinnigignnn ba inismncneetaessnisncia atone tae 11 
I catered ra Bi a eeeteleh tid aeaeilas salntevestinihdimatiaanrehtileas wiveald pie SE... 15 
Sr UNTana NN O icisccabps sna hn necncepnagivanion aon iia sesied meee 24 
Total project fiscal management sections_______- Pee 56 
Total management__-_-_- Lhiesaaens nétenianitee : ice 
Total regional offices *__________- seas Seats Bi . ae 


Excludes 157 field duty auditors who report directly to central office. 
EMPLOYMENT IN ECONOMICS SECTIONS 


Mr. Tuomas. How many people do you have in the economic see- 
tion ? 

Mr. Davern. You could merge the chart on page D-8 with that 
chart and get exactly what you want. 

Mr. Tuomas. No. 

Mr. Davern. You are correct. 

Mr. Tuomas. D-3 shows the regional offices. 

Mr. De Srero. If you were asking the number of people in the eco- 
nomic sections in the regional offices- 

Mr. Tuomas. I want the central office first. 

Mr. De Srrero. D-10 shows that. 

Mr. Tuomas. How many are there ? 

Mr. Der Strro. There are five in each of the 3 years shown here. 

Mr. Tuomas. Five? 

Mr. Der Srpto. Yes, sir. 

Mr. Tuomas. That is in the central office ? 

Mr. Der Srrto. That is right. Two of these are stenographers. 

Mr. THomas. How many are in the Atlanta office / 

Mr. De Srpto. I have the aggregate number for the regional offices 
but not the breakdown by regions. 

Mr. Tuomas. How many in the seven regional offices / 

Mr. Dr Stre1o. Twenty-eight. 


REGIONAL JURISDICTIONS 


Mr. Tuomas. The total employment in the Washington regional 
office is 109. What is the jurisdiction covered in this office / 

Mr. Davern. District of Columbia, Maryland, Delaware, Pennsyl- 
vania, Virginia, and West Virginia. 

Mr. Tuomas. It is the next biggest office you have; is it not? 

Mr. Davern. Insofar as size of office is concerned, geographical area 
could mean less than workload. A smaller area may have a larger 
workload. 

Mr. Toomas. The Atlanta office has the heaviest workload ¢ 
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Mr. Davern. Yes. 

Mr. THomas. What area does that cover ? 

Mr. Davern. Roughly, everything east of the Mississippi River, 
and south of Virginia and Indiana. 

Mr. Tuomas. Chicago has 122 people. 

Mr. Davern. It hasa much larger geographical area. 

Mr. Tuomas. Fort Worth has 100, New York has 134, Puerto Rico 
has 37, San Francisco has 39, Washington has 109. 


RESULTS OF AUDIT ACTIVITIES 


What is the result of the increasing and the building up of 
the audit division? Have they come up with any reductions or 
have they discovered any abuses in the cost of operating the units 
back in the field ? 

Mr. Davern. I cannot see any substantial change. The audit branch 
in the past has brought up many items for question and for recom- 
mendation for improvements in the program. It also has uncovered 
some irregularities. 

That situation is continuing. 

One of our problems with auditing has been completing the staff. 
We had 41 vacancies as of December 31, 1959. 

Another problem is speeding up the audits in point of time. We 
have been getting further and further behind. As I know you will 
appreciate, the timeliness of an audit means everything. Audit dis- 
closures which are ancient history are almost impossible to correct. 
Furthermore it is difficult to stop questionable practices which have 
been followed for long periods of time. 

Mr. Tuomas. I go along with that. By June 30 how many units 
will be oceupied ? 

Mr. Davern. There will be 474,000 units in occupancy. We have 
465,000 in occupancy right now. 

Mr. Tuomas. How many different projects are comprised ? 

Mr. Davern. 2,517. 

PROJECT OBSOLESCENCE 


Mr. Tuomas. Out of the 2,517 projects how many do you consider 
are obsolete, in bad state of repair, obsolete, or approaching slum 
status ¢ 

Mr. Davern. We do not believe any of them are approaching slum 
status. It is, however, a constant problem to keep them well main- 
tained and it is becoming a more difficult problem every year, par- 
ticularly with project income going down. 

That is why we are urging you to approve the request for some 
additional maintenance engineers. 

Mr. Tuomas. I have been in some of your projects. It seems to 
me they are fast approaching slum status. I pointed it out to the 
project manager and he agreed quickly, particularly where you are 
in a downtown area and the tenants have many children, they have 
no playgrounds and are crowded. 

Mr. Davern. We should have playground space on all of our proj- 
ects. The act specifically authorizes it. We also have community 
facilities. 

Mr. Tuomas. I have been in numerous ones where it is not adequate. 
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CONSTRUCTION COST LIMITATIONS 


What are you spending now per square foot on new construction? 
Are you limited? What is the limitation on a unit now? 

Mr. Davern. There is no statutory limitation. There is a statutory 
room cost exclusive of the cost of land, demolition, and nond welling 
facilities. It is really not an effective cost limitation. 

Mr. Tuomas. There is no limitation on how many rooms you can 
have, however? 

Mr. Davern. It is only on room cost, which is not total cost of a 
project. 

The policy on which we operate now is that the project design and 
materials should conform with what is being done in the particular 
locality for middle income housing, taking into consideration an eco 
nomical use of the land. 

Mr. Tuomas. So for all practical purposes when you add the land 
cost, the utility cost, and put as many rooms in as are necessary, there 
is no limitation on the unit cost, is there ? 

Mr. Davern. I would not recommend one. We had an administra- 
tive ceiling of $17,000 per unit. 

Mr. Tuomas. When was that ceiling removed ? 

Mr. Davern. Very recently. It was one of the prior (‘commissioner's 
last acts. 

Mr. Tuomas. Was it by law? How was that limitation removed? 

Mr. Davern. He put it on by administration and removed it by 
administration. 

Mr. Tomas. I thought the original Housing Act 

Mr. Davern. Yes, sir, the original Housing Act had a total unit 
limit cost of $4,000 in cities of 400,000 or 500,000, and at $5,000 for 
larger cities. It proved unworkable. 

A national cost limit is just unworkable because it raises your costs 
in low cost areas and it pinches in the high cost areas. 


COSTS IN DISTRICT OF COLUMBIA 


Mr. Tuomas. I notice you are just about through constructing some 
nice units some less than six blocks from where we are sitting right 
now. 

Counting the land costs, your utility installations, and your con- 
struction costs, what is the cost for a two-bedroom apartment ? 

Mr. Davern. We do not havea breakdown. District low-rent hous- 
ing is running about $16,000 per unit. 

Mr. Tuomas. For about a two-bedroom apartment ? 

Mr. Davern. That is the average cost of units in a project. Units 
may run from zero bedrooms on up to four bedrooms. 

Mr. Tuomas. Utility costs and land costs are included ? 

Mr. Davern. Yes. 

Mr. Tuomas. That cost would be about $16,000. \bove two bed 
rooms the cost would be what ? 

Mr. DAVERN. I would not know. We work on average costs of proj- 
ects and not on average costs of part icular units. 

Mr. THomas. $16,000 a unit. Under the yardstick for income of oc- 
cupants what rental does that produce ? 

Mr. Davern. I would not know. We could supply that for you. 





nd 


re 


by 


uit 
‘or 


sts 


ne 
‘ht 


Ni- 


its 


d- 


W- 


1053 


Mr. Tromas. You can figure it out quickly. The income is not based 
upon what your project cost is. That is entirely different. Your in- 
come from a project, regardless of whether it costs $10,000 or $18,000, 
is based upon income of the occupant, is it not ? . 

Mr. Davern. That is right. It is based upon the income of the 
tenants living in the project. As a general rule it is 20 percent of the 
tenants’ income. 

Mr. Tuomas. Translate the income of the occupant into percentage 
cost of the quarters he occupies. 

If the quarters cost $16,000 what is the average rental? Is it $46, 
$48 fortwo bedrooms? Is it that high ? 

Mr. De Siero. In the table we looked at earlier the rental income is 
shown as an average of $36.86 for 1959. 

Mr. Tuomas. Is that the most accurate figure you have ? 

Mr. Davern. That is the actual figure. Of course, it is based upon 
40-odd States participating in the program under different cost condi- 
tions. 

Mr. Tuomas. Would it be fair to say that the rental income from a 
$16,000 apartment unit is $37 a month ? 

Mr. Davern. I would say the rentals in the higher cost areas are 
over the average. I suggest that national averages in this program 
never give the picture and national cost limits won’t work. 


COSTS IN CHICAGO 


Mr. Yates. That happened in Chicago, Mr. Chairman. Last year 
we had this fight on the question of high-rise apartments. The Public 
Housing Authority required the city of Chicago to build its units in 
high-rise apartments because of this $17,500 limitation. 

If they had gone into low-rise apartments it would have cost $20,000. 

Mr. Davern. $22,000 or $24,000. 

Mr. Yarers. So that even in a high-rise project in Chicago you 
could not build the units for $16,000, could you ? 

Mr. Davern. We have just awarded some contracts in Chicago for 
slightly over $16,000 per unit. We were very pleased with these 
awards. 

Mr. Yarrs. You were able to do that in a high-rise unit? 

Mr. Davern. Yes. 

Mr. Yarrs. A high-rise unit is anything over five stories, is it not? 

Mr. Davern. That is a good yardstick. In Chicago, they are going 
higher than that. 

Mr. Yarers. In Chicago you have 10- and 12-story units being 
constructed. 

Mr. Davern. Eighteen stories. 

Mr. Yates. I wonder whether that is beneficial from the sociological 
area. 

Mr. Davern. It obviously is not, particularly where they are raising 
children. 

Mr. Yarres. Why do we not build lower units? Because of the 
additional cost ? 

Mr. Davern. Because of the cost. We are operating under statu- 
tory mandates that economy must be exercised. To comply with 
these laws we ask the local authorities to do what is being done in 
the locality for low-income housing. 
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Mr. Yares. Even though Mr. Slusser removed the limitation you 
are still operating under it in effect 

Mr. Davern. We feel we never will reach $17,000 costs anywhere 
if the local authorities will follow the pattern of what is being done 
in the locality for middle-income housing, taking into consideration 
an economical use of the land, which means you cannot build low- 
rise buildings on extremely expensive land. 

Mr. Tuomas. I notice in the new projects you are not building it 
on any cheap land. In some of these cities you are going right out 
into some of the best residential sections and building. 

Mr. Davern. I do not believe there is any cheap land sir. Some 
of our most expensive land is slum land. 

Mr. Yares. That is because of the cost of demolition. 

Mr. Davern. That is right. 

Mr. Tuomas. How does it affect the property values in a neighbor- 
hood where you build a new project ? 

Mr. Davern. It depends on what the neighborhood was before the 
project was built. It possibly could increase neighborhood values. 
There are some neighborhoods where it does not add to values. 

Mr. Tromas. At $16,000 per unit cost, plus the land and utilities, an 
average income of $37 to $40 a month, certainly the occupant has no 
squawk coming. 

Mr. Davern. No, sir. However, the $16,000 includes the cost of 
land and utilities. 

PWA PROJECTS 


Mr. Jonas. What will you do with those three projects you took over 
and cannot sell ? 

Mr. Davern. We did not take them over. They are all PWA proj- 
ects which always have been owned by the Federal Government. We 
cannot sell them because our hands are tied by a statute which is 20- 
odd years old. In the last 2 years we recommended to Congress to 
amend that statute. 

Mr. Jonas. You mean you are precluded from disposing of them 
by statute ? 

Mr. Davern. Yes, sir. We can sell low-rent projects only to a local 
housing agency as long as there is a need for low-rent housing in the 
locality. 

Mr. Jonas. If you had a buyer could you sell them if you had 
authority ? 

Mr. Davern. I would think they would be easily salable. 

Mr. Tuomas. What is the income of the three projects? 

Mr. Davern. They produce net receipts. 

Mr. Tuomas. Your rental income for this year is $583,500, which 
makes a total income of $590,100. You show a profit here of 840,100, 
is that right / 

Mr. Davern. I am looking at another chart, showing for 1959 a 
profit of $66,000. You are looking at the estimate for 1960, 

Mr. THomas. How many units are there now / 

Mr. Davern. There are 1,182. 

Mr. Tuomas. What was the acquisition cost of this prope — 

Mr. Davern. We do not have that here. They were built by the 
Public Works Administration back in the depression days. The cost 
would be considered a bargain today. 
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Mr. Tuomas. Do you remember what the acquisition cost was? 
It has been in the record two or three times. 

Mr. Wooten. $5,000 a unit built back in the thirties. 

Mr. De Siero. It is shown on page B-2. Each of the three of them 
is broken down. Indianapolis, $3,300,000. 

Mr. Tuomas. The book value as of June 30, 1959, is $4 million. The 
development cost was $5,921,000. We are making $40,000 profit out 
of it. That would pay what—one-fifth of 1-percent interest? One 
percent interest on $6 million is how much? $60,000. We are get- 
ting $40,000 net. Two-thirds of 1 percent. That is pretty good 
business. 

Mr. Davern. We are not paying any subsidy on the projects. 

Mr. Tuomas. Suppose we had to pay an interest rate of 514 per- 
cent now that that is what money is worth ? 

Any further questions, gentlemen ? 


DESIGN OF CHICAGO PROJECTS 


Mr. Yarrs. Yes. I would like to know what is the situation in 
Chicago with respect to the high rise situation. Has that been re- 
solved ¢ 

Mr. DaAvERN. Things are going well at Chicago. Our problem 
there for years has been that the Chicago Housing Authority liked 
designs shih did not fit their pocketbook. Frankly, they went for 
the thin building, the balcony type building and row houses on row 
houses. We could not get these designs within the available money. 
Commissioner Slusser turned them loose back in fall. They went out 
on their own and convinced themselves that their designs were a little 
too expensive. They have recently bid three projects. Two of the 
bids were excellent, just a little over $16,000 per unit. One was a little 
over $17,000, They satisfied themselves that they should go to a more 
economical design and have resolved to do so. If they do, we are 
satisfied that the bac klog of annual contribution contracts up there 
will disappear 

Mr. Yates. So, the problem has been resolved in Chicago. 

Mr. Davern. It is very encouraging at the present time. 

Mr. Yates. They still want to avoid high rise if they can, but they 
donot know that they can. Is that the answer? 

Mr. Davern. If they can get urban renewal sites, they can build 
low-rise structures. However, there is a limitation in the State law 
on how much urban renewal land can be used for low-rent housing. 
I think it is only 15 percent. Even that will be helpful. The Con- 
gress has amended the urban renewal law to make clear that write- 
downs in land costs will be available for low-rent housing. This 
should unblock the problem of low-rise housing and permit them 
where they are desired and compatible with the community itself. 


LOW-RENT HOUSING FOR THE ELDERLY 


Mr. Yarrs. What about housing for the elderly? Have you any 
program of that type 4 

Mr. Davern. Yes, sir. Our program has always been for the eld- 
erly. We have 95,000 elderly citizens housed in low-rent projects 
This is a new figure. We have been using 80,000. 
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Mr. Yares. You have the housing, but you do not design your 
projects specifically for them ? 

Mr. Davern. Yes. In 1956, the Congress increased the cost limits 
for housing designed specifically for the elderly and authorized us to 
admit single elderly persons. We have a program, and my recollec- 
tion is that it includes something like 12,000 units which are being 
specifically designed for the elderly. 

Mr. Tuomas. They pay the same rent as the others do? 

Mr. Davern. No, sir; they do not. One of the problems with the 
elderly housing program is that the incomes of the low-income ek lerly 
are smaller than those of other low-income families. 

Mr. Yates. A great many of them, their rentals come from the relief 
agencies, do they not ? 

Mr. Davern. Small pensions mainly. It gives us a financial feasi- 
bility problem. We have met that to date by putting units for the 
elderly in projects with other low-income f: amilies. 

Mr. Yares. What is the basis for your admission of the elderly! 
Do you have a certain portion of each prec! allocated to them, or do 
you have specific total projects for the elderly ? 

Mr. Davern. The law authorizes a preference for the elderly, to 
be administered at the election of the local authorities. However, 
the suitability of the unit is the controlling factor. You would not put 
a single elderly person in a four-bedroom unit. So really it comes 
down to what type of housing the housing authority has. 


PREFERENCES IN PUBLIC HOUSING 


Mr. Tuomas. Who are your preferences now by law? 

Mr. Davern. The overriding preference runs to the elde rly. The 
other statutory preferences are first to families displaced by public 
action, with preferences within this class to fi siuibioe of dissh led vet- 
erans, deceased vete rans, and servicemen and veterans, in that order: 
and second to families of other veterans and servicemen with pref- 
erence within this class to families of disabled and diseased veterans 
and servicemen. 

Mr. Tromas. Veterans, displaced persons, elderly. 

Mr. Davern. Yes, sir. 

Mr. Yates. Displaced by Government action. 

Mr. DAVERN. The families of disabled veterans come first if they 
are displaced. The families of deceased veterans or servicemen come 
next. Then displaced families of veterans and servicemen, and lastly 
displaced nonveterans. There is a secondary preference to families 
of veterans and servicemen who have not been displaced. 

Mr. Tomas. Overall, regardless of the displaced element, what are 
your powers / 

Mr. Davern. Elderly, displaced families, and veterans. 


COMPARISON OF LOW RENT AND DIRECT LOAN PROGRAMS FOR ELDERLY 


Mr. Thomas. How does your program differ from that of the 
Administrator where vou make direct loans? 

Mr. Franz. For the elderly ? 

Mr. Tuomas. Yes. 
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Mr. Davern. John, I do not know your OA program on direct 
loans. Our program for the elderly is just as it is for any other 
low-income family. 

Mr. Tuomas. Use your overall figure. We shall put something 
definite and concrete. Here is a two-bedroom unit, and its cost for 
land acquisition, utilities, construction and all is $16,000, and the 
average rental is $37 to $40 under the PHA program. What would 
that same unit of two bedrooms cost under a program of direct loan 
by the Administrator? What would the rent be on a two-bedroom 
unit 

Mr. Frantz. I cannot give you specific figures for that, Mr. Chair- 
man. Perhaps we can do more tomorrow. 

Mr. THomas. Bear that in mind and give it to us. Give us your 
best guess on it now, and you can str aighten it out tomorrow. 

Mr. Franvz. It would have to be a rent which was economic at the 
interest rate and for the term prescribed in the statute. I would just 
make an offhand guess in the neighborhood of $80 to $85 a month as 
against PHA’s $37 to $40. 

I doubt on the average they would get that much from the elderly 
families because of the low incomes. 

Mr. Davern. That is correct. 

Mr. Yares. Is there an income limitation on elderly people? Isa 
person whose income is above your standards allowed to come in? 

Mr. Davern. No tenant family can come into low-rent housing which 
is not a low-income family in the locality. The yardstick is: “Is the 
income of the family sufficient to provide it with a decent, safe, and 
sanitary housing in the locality?” That will vary all over the ¢ ountry. 

Mr. Yares. Will a portion of these units which are under con- 
struction and for which a contract is entered into, concerning which 
you testified to, be allocated for the elderly / 

Mr. Davern. Yes. 

Mr. Yates. Can you state what portion ? 

Mr. Davern. No, I could not. We have programed 12,000 units 
since 1956 specifically for the elderly. My _personal opinion is that 
the trend is upward, and that of the new 37,000 units authorized by 
the Congress last year, there will be an increase in the percentage of 
units for the elderly. 

Mr. Tuomas. There is no impediment in the law now for the elderly 
occupying these houses already in existence. 

Mr. Davern. No, sir. I have pointe cd out they have been occupying 
them since 1937, 

Mr. Thomas. They have top preference on occupancy, have they 
not ¢ 

Mr. Davern. Subject to election by the local authorities. 

Mr. Trosmas. We assume they will not fly in the face of the law. 

Mr. Davern. I think the local authorities utilize the preference, 
taking into consideration the suitableness of the unit for the par- 
ticular family. 

Mr. Jonas. I imagine you would find a relatively small number of 
units which are so constructed, because this elderly situation did not 
come into the picture until recently. 

Mr. Davern. Strange as it may seem we have an overabundance 
of small units in the origins al program. ‘This resulted from the cost 
limitation of $4,000 or $5,000 per unit which was in the original law. 
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So there is a substantial number of units which the elderly could very 


well occupy. 


Mr. Tuomas. The average elderly couple would need but one bed- 


room. 


Mr. Davern. That is true. It would be the zero bedrooms and the 
one-bedroom units that the elderly persons or couple will normally 
occupy. Of course, we have quite a few elderly tenants who are 
members of larger families. That is where we get the majority of 


the total of 95,000 elderly occupants. 


Mr. Tuomas. They may have a grandchild they have adopted, too, 


We thank you gentlemen very much. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Wepnespay, Marca 9, 1960, 


WITNESSES 


J. STANLEY BAUGHMAN, PRESIDENT 

WALTER C. HAND, BUDGET OFFICER 

NATHANIEL J. EISEMAN, BUDGET ANALYST, 
ADMINISTRATOR 

Program and financing 


1959 actual 


Program by activities 


1. Secondary market operations___---- $1, 794, 830 
2. Special assistance functions 1, 645, 383 
3. Management and liquidating functions 2, 026, 903 

Total accrued administrative expenses 5, 467, 116 


Financing 
Advances and reimbursements from other accounts 
Unobligated balance no longer available - - - 117, 884 
Limitation ; , 5, 585, 006 


Object classification 


rotal number of permanent positions_. R ; 843 
Average number of all employees : 761 
Number of employees at end of year 815 
Average GS grade and salary 6.3 $5,526 


01 Personal services 


Permanent positions $4, 231, 269 
Other personal services ‘ 131, 543 
Total personal services 4 362. 812 
02 Travel : : , oa 110, 686 
03 Transportation of things akcoend ‘ 10, 588 
04 Communication services “— 84, 906 
05 Rents and utility services : 383, 725 
06 Printing and reproduction ; ' 48, 935 
07 Other contractual services 119, 841 
General Accounting Office audit . 20, 000 
Payment to 

Employees life insurance fund ‘ 13, 441 

Employees health benefits fund 
8 Supplies and materials = ‘ ; 40), 694 
11 Grants, subsidies, and contributions ‘ ; ; 4 260, 211 
15 Taxes and assessments._-.-- jcuBenvn seabed . 2,193 


lotal accrued administrative expenses 


OFFICE 


1960 estimate 


$2, 650, 000 
50, 000 


2, 210, OOO 


6, 110, 000 


60, 000 

6, 050, 000 
1960 estimate 
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$4, 684, 7 
131, 6K 

4 If 4 
150. 000 
11, 150 

97. 000 
461, 000 

5, G00 

136, 900 
20, 000 

14, 500 
44 OM) | 
300, 350 
2, 000 

6, 110, 000 


OF THE 


1961 estimate 


$3, 400, 000 
1, 325, 000 
1, 925, 000 


6, 050, 000 


6, 650, 000 


1961 estimate 


964 
911 
930 


6.7 $5, 663 
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Mr. Tuomas. We have with us this afternoon the Federal National 
Mortgage Association. 

We have our favorite banker with us, Mr. Stanley Baughman, along 
with Mr. Walter C. Hand, and Mr. Eiseman, the analyst, Office of the 
Administrator. 

Do you have a statement for us ? 


GENERAL STATEMENT 


Mr. Baueuman. Yes, Mr. Chairman. 

I appreciate this opportunity to discuss FNM A’s budget estimates 
for fiscal year 1961 with your committee. 

The document recently submitted to your committee in support of 
the Association’s portion of the President’s budget is in considerable 
detail and my comments will, therefore, be « confined to the more perti- 
nent aspects of the Association’s current activities and those estimated 
for fiscal year 1961. 

The character and scope of FNMA’s activities were, as you know, 
changed substantially with the enactment on August 2, 1954, of the 
Housing Act of 1954 (Public Law 83-560), title II of which is known 
as the Federal National Mortgage Association Charter Act. The 
charter provided that the then existing portfolio of mortgages shall 
be managed and liquidated for the account of the Secretary of the 
Treasury and provisions were made for special assistance to be given 
to certain types of programs of housing. Particularly significant to 
the housing economy was the Association’s establishment as a second- 
ary market facility for home mortgages to be initially capitalized by 
the Federal Government but intended to be financed to the maximum 
extent feasible by private capital and ultimately to be owned by the 
holders of FNMA’s common stock. FNMA’s mortgage activities 
relate generally to those mortgages that are insured by FHA or 
guaranteed by VA. 

The foregoing described purposes of the charter act are carried out 
by the Association under three functions or operations, namely, the 
secondary market operations, the special assistance functions, and the 
management and liquidating functions; each has its own assets, liabil- 
ities, and borrowing power and each has separate accountability. The 
charter act contemplates that the secondary market operations will, in 
time, qualify to become privately owned; the special assistance func- 
tions and management and liquidating functions, however, will con- 
tinue to be conducted for the account of the Government. Each of 
these operations or functions will be discussed separately. 

The activities of the Association under the charter act were begun 
on November 1, 1954. 


SECONDARY MARKET OPERATIONS 


The secondary market operations are intended to provide supple- 
mentary assistance to the secondary market for home mortgages by 
providing a degree of liquidity for mortgage investments, thereby 
improving the distribution of investment capital available for home 
mortgage financing. FNMA carries out these objectives by pur- 
chasing qualified FHA-insured and VA- guaranteed mortgages in 
areas where, and at times when, mortgage funds are in short supply 
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and by selling the mortgages in areas where and when investment 
funds are available. 

The secondary market activities of FNMA are particularly im- 
portant’ to the housing economy during periods of mortgage credit 
stringency. For example, in fiscal year 1957, a tight-money period, 
FNMA’s purchases totaled $1,036.8 million and executed standby 
commitments amounted to $160.1 million; sales, however, were only 
$4.8 million. Under assumed comparable circumstances, it is estimated 
that purchases during 1960 and 1961 will be $1.1 billion and $1 billion, 
respectively, and that standby commitment contracts executed during 
those years will be $112 million and $280 million. Currently, sales are 
estimated at only $5 million during each year. 

Purchases under the secondary market operations are confined by 
law’ to FHA-insured and VA-guaranteed mortgages which are 
deemed by the Association to be of such quality, type, and class as to 
meet, generally, the purchase standards imposed by private institu- 
tional mortgage investors, that is, to mortgages which are “market- 
able!” Mortgages may be purchased either on an immediate pur- 
chase basis (over-the-counter), or under standby commitments. All 
immeédiate purchases are required by law to be effected at prices 
which are “within the range of market prices” for the particular class 
of mortgages involved, as determined by the Association; prices paid 
for mortgages under “standby” commitments are required to be suffi- 
cient to facilitate home financing, but sufficiently below the prices 
then being offered for immediate purchases as to prevent excessive 
sales tothe Association under the commitments. 

As previously stated, purchases are estimated at $1.1 billion and 
$1 billion, respectively, for fiscal years 1960 and 1961. The estimated 
decrease in purchases during fiscal year 1961 reflects the assumption 
that there will then be some easing of the tight money conditions 
which are currently restricting the supply of funds available for home 
mortgage investments. 

Sales are estimated at only $5 million for each of fiscal years 1960 
and 1961. As a consequence of the substantial purchases and the 
small volume of sales estimated for fiscal years 1960 and 1961, the 
portfolio to be serviced during those years is expected to increase to 
$2,598.8 million and $3,503.8 million, respectively. This portfolio 
will have been acquired with only a relatively small investment on the 
part of the Government, consisting of $192.8 million of preferred 
stock held by the Secretary of the Treasury. 

FNMA/’s standby commitment procedure, adopted on August 9, 
1956, to facilitate home financing, has been generally accepted in the 
trade. As of December 31, 1959, FNMA had executed standby con- 
tracts totaling $325.9 million and purchases under these commitments 
amounted to $75.1 million. Standby commitment contracts that will 
be executed during fiscal years 1960 and 1961 are estimated at $112 
million and $280 million, respectively. 

FNMA obtains the major portion of the funds required to finance 
its secondary market operations through the sale of debentures to 
private investors. Additional sources of Association funds are (1) 
the proceeds of preferred and common stock, (2) interim borrowings 
from the Secretary of the Treasury, and (3) the net proceeds from 
operations and fortfolio liquidation. 
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| Preferred stock in the amount of $142.8 million has heretofore been 
issued to, and is held solely by, the Secretary of the Treasury. Over 
and above the stock already issued, FNMA is authorized to issue $65 
million of additional preferred stock to finance these operations; it 
is anticipated that $50 million of such authorized stock will be issued 

| tothe Secretary during fiscal year 1961. 

| Sellers of mortgages to FNMA under the secondary market opera- 
tions are currently required to subscribe to FNMA’s common stock in 

| an amount equal to 2 percent of the unpaid principal amounts of 

, mortgages they sell to the Association. Common stock issued and 

subscribed cumulatively through December 31, 1959, amounted to 


$53.4 million, and is estimated to total $65.8 million and $86.7 million 
at the end of fiscal years 1960 and 1961, respectively. 
Borrowings of the Association under the secondary market opera- 


tions are limited to 10 times the sum total of its capitalization (pre- 
ferred and common stock) and surplus, and at December 31, 1959, 
could not exceed $2.2 billion. At the end of fiscal years 1960 and 
1961, the borrowing authority is expected to total $2.3 billion and 


$3.1 billion, respectively. The Secretary of the Treasury is author- 
; ized to hold at any one time not more than $2.25 billion of FNMA’s 
1 obligations issued under these operations. 
As of March 10, 1960, the Association will have marketed 34 issues 
. of debentures, aggregating $4.605 billion, to the investing public to 
: obtain funds for financing its secondary market operations, and on 
that date $2.765 billion of these obligations will have been redeemed 
= | with cash or refunded, leaving $1.84 billion outstanding in the market. 
- | The Association will continue to finance these operations, to the maxi- 
: mum extent feasible, by the sale of debentures. 
; The following table describes the several issues of FNMA deben- 
tures, their interest rates, terms, and maturity dates. 
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Secondary market operations, debentures issued or to be issued, as of Mar. 10, 1960 




















er 

Amount | Date of issue Approximate term | Date of Rate of 

|} maturity | interest 

| ! 
| Percent 
1 | $100,000,000 ! cmcconnnmennl) ID. Be nO 1: Capone: .. 6... | Nov. 20, 1956 3. 125 
OS | Aug. 20, 1956 |____ do. _...| May 20, 1957 | 3 35 
3 | $100,000,000 1... = iO OL SOUR t_2 MEOs. 5 ss~ecccsdasee Aug. 20, 1957 3.90 
OI Fos iencs <nccmubonee<se~ | Jan, 21,1957 | 8 months_ -..._-- ..| Sept, 20, 1957 4. 125 
PI hon coc mmmmedmos | Mar. 11, 1957 | 11 months ..| Feb. 10, 1958 | 4.00 
ee ne oe cea Apr. 10, 1957 |---- do | Mar, 10, 1958 4.10 
SN May 20, 1957 |___..do | Apr. 10, 1958 4.05 
& | $100,000,000 ! nin .| June 24, 1957 |_....do- May 8, 1958 | 4. 25 
Boo 8 7d lle | Aug. 20, 1957 r ..do July 10, 1958 4. 375 
10 | $200,000,000 1__............._._..__| Sept. 20, 1957 | do et Aug. 11, 1958 4.70 
St Se <tc hewsneescande | Dec. 10, 1957 | 744 years_--..-.---- |} June 10, 1965 4. 375 
2 | $100,000,000 ! catiicnleidaiaaalea | Dec. 10,1957 | 10 months Oct. 10, 1958 40 
13 | $200,000,000_- wdinentontesh-cndenmivats ae a eee | 4 years .-| Feb. 13, 1962 | 3.0 
14 | $160,000,000 !......................} Feb. 10,1958 | 1 year....-..-- ------| Feb. 9, 1959 3.00 
15 $100,000,000______ Mar. 10,1958 | 10 years._.--_- | Mar. 11, 1968 3. 625 
16 | .$150,000.000_ | .Mar. 10,1958 | 5 years Mar. 11, 1063 3, 25 
7 $100,000,000 ! .| July 10,1958 | 9 months | Apr. 10, 1959 1. 65 
18 | $100,000,000 ! | Aug. 11,1958 | 3 months | Nov. 10, 1958 | 1, 45 
19 | $100,000,000 ! Aug. 11, 1958 | 10 months June 10, 1959 2.00 
20 | $100,000,000 ! Oct. 10, 1958 | do Aug. 10, 1959 3. 875 
21 $100,000,000_.... Nov. 10,1958 | 5 years Nov. 12, 1963 4. 125 
22 | $100,000,000 | Feb 10,1959 | 8 months Oct. 13, 1959 3. 75 
23 | $100,000,000___- Feb. 10,1959 | 14% years June 10, 1960 | 4.00 
24 | $100,000,000 ! Apr. 10,1959 | § months Dec. 10, 1959 3.75 
25 | $90,000,000 Apr. 10,1959 | 10 years Apr. 10, 1969 | 4.375 
26 | $150,000,000 June 10, 1959 | 9 months Mar. 10, 1960 | 4.50 
27 | $150,000,000 ! Aug. 10,1959 | 3 months Nov. 10, 1959 3.70 
28 | $150,000,000_ Sept, 23,1959 | 2 years Sept. 11, 1961 5. 125 
29 | $100,000,000 Oct. 13,1959 | 6 months Apr. 11, 1960 5.3 
30 | $200,000,000 Nov. 10, 1959 so : May 10, 1960 | 5, 125 
31 | $200,600,000 Dec. 10,1959 | 9 months Sept. 12, 1960 | 5.35 
32 | $100,000,000 Feb. 10,1960 | 12 years Feb. 10, 1972 5. 125 
33 | $100,000,000 Mar. 10, 1960 | 1 year Mar. 10, 1961 | 4. 875 
34 j $150,000,000 Mar. 10, 1960 | .2!9 years Sept. 10, 1962 4.875 
| 
! Indicates issues that have been cr will be redeemed as of Mar. 10, 1960, 
SPECIAL ASSISTANCE FUNCTIONS 

Under specific authorization by the President of the United States, 


or by the Congress, FNMA prov ides special assistance for the financing 
of selected types of residential mortgages that are originated under 
special housing programs. Provision is also made for furnishing 
special assistance through the purchase of home mortgages generally 
as a means of ret tarding or stopping a decline th! mortgage-lending 
and home-building activities which threatens materially the stability 
of a high-level national economy. 

The aggregate amount of the Association’s current authority to 
make commitments to purchase and to purehi ise mortgages under the 
special assistance functions may not exceed $2.685 billion outst: anding 
at any one time. 

Of its overall speci: il assistance authorization, FNMA, when and as 
directed by the President of the United States, may utilize not to 
exceed $950 million outstanding at any one time for purchases and 
commitments to purchase mortgages originated in connection with 
special programs of housing approved by him. The budgetary esti- 
mates for fiscal year 1961 contempl: ite that the President’s authority 
under these functions will be inc reased by $150 million, to $1.1 bil- 
lion. In addition to the Association’s authority to conduct special 
assistance programs by direction of the President, FNMA has been 
authorized by the Congress to issue commitments to purchase and to 
purchase mortgages not in excess of $1.725 billion outstanding at any 
one time in connection with three specific programs, viz (a) $500 mil- 
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lion relating to mortgages covering housing for the armed forces and 
for civilian employees connected with a military research or develop- 
ment installation; (6) $225 million involving "FHA-insured section 
913 cooperative housing mortgages; and (c) $1 billion for FHA- 
insured and V A-guar anteed mortgages of $13,500 or less covering low- 
and moderate- priced housing on which construction had not com- 
menced at the time applic: :tion was made for FNMA’s commitment. 
The President’s budget. estimates for 1961 make no provision for any 
additional authorization for the three last described programs. 

Funds used to finance the special assistance functions are obtained 
principally by borrowings from the U.S. Treasury; other sources of 
funds are the net proc eeds from operations and portfolio liquidation. 
Sellers are not required to 8 aay hase common stock in connection with 
the sale of mortgages to FNMA under the special assistance functions, 
Fees and charges are imposed for services rendered under these func- 
tions with the objective that the operations will be fully self-support- 
ing. These functions are conducted solely for the account of the 
Government. 

The special assistance programs approved by the President or au- 
thorized directly by the Congress as of February 25, 1960, the funds 
made available for each program, and the Association’s activities 
thereunder are ianteoareas in the table on the following page. 


{Dollars in thousands] 





Amount Pur- Amount 
author- | Net con-| chases |Contracts) Liquida-| of avail- 
Housing programs ized for tracts cumula- | outstand tions able au- 
program issued tive ing thoriza- 
tion 
Presidential authority (total amount au 
thorized by law, $950 million } 

Disaster $10, 000 $865 $802 $63 $24 $9, 159 

Guam 7, 500 250 116 134 2 7, 2 

Urban renewal oe 2 600, 000 426), 786 186, 40¢ 240, 380 2, 920 176, 134 

Alaska oe 38, 000 32, 437 25, 106 7, 331 1, 309 6, 872 

Wherry- Defense 11, 072 11,072 11, 072 4, 403 () 

Elderly persons 70, 000 64, 481 26, 458 38, 023 756 6, 275 

Low cost . 1, 744 1, 744 1, 744 50 ( 

_Total allocated _—. : 738. 316 537, 635 251, 704 285, 931 9, 464 205, 692 

Unallocated _ _ jai ibe c i 211, 684 ; i 216, 137 

Total____ __....-----} 950.000 | 537,635 | 251,704 | 285.931 9,464 | 421, 829 
Congressional author ity (total amount i 
authorized by law $1,725 million) 

Pe GN WAOOE 6 < onic wiimeinnacnen ae 500, 000 452, 284 420, 637 31, 647 13,031 | 60, 747 
Section 803__. ais - 441.2 250 | 410, 510 387, 991 22, 519 7, 341 | 38, O81 
Section 809_. wi : 58, 750 41.774 32, 646 9, 128 5, 690 22, 666 

Cooperative ee ee ee i 225.000 | 188, 609 133, 413 55, 196 7, 668 44, 059 
Nonconsumer pany 150,000 | 155, 148 127, 100 28, 048 | 7, 598 | 2, 450 
Nonconsumer (Public Law 86 | 

Meee ats rues 12.500} 5, 243 |____- 5,243 |__..___- | 7,287 
Consumer ‘ ine 5), 000 | 28, 218 6, 313 21, 905 70 | 21, 852 
Consumer (Public Law 86-372) _._| 12, 500 |_- iis aereatinia: has eels aoe ee aaah ciate | 12, 500 

| Sie elas “he 

Low and moderate___....._..._._- ---|1,000, 000 | 5, 042 | 842,194 | 2,848 | 12,815 167, 77% 

Total. wenden dbketsmkedsetcunaarey eee le ae 935 1, 396, 244 89, 691 | 33, 514 | 272, 579 
ee ON os eo ee eee \2 2, 023, 570 |1, 647,948 | 375, 622 42, 978 | 694, 408 


—_—_ —_ $$$ a 








! Program terminated; liquidations transferred to unallocated funds. 


Note.—The above table reflects cumulative activities as of Feb. 25, 1960. 
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The programs contemplated in the President’s budget for fiscal] 
years 1960 and 1961 prov ide that commitments will be issued m the 
umounts of $359.4 million and $456.4 million, respectively, and that 
they will be distributed among the established special housing 
programs as set forth in the following table: 


[In millions] 
fe sini sii iia é ex sabi 
1960 nate | 1961 estimate 
1) Urban renewal housing : ot tt abe é + . toe $257.4 $362, 4 
2) Housing for the elderly... coal : cai ‘ 10. 0 50.0 
3) Housing in Alaska and Guam, and for victims of major disaster 12.0 4.0 
$) Cooperative housing__.---_- . as ‘ 20. 0 25.0 
Housing for armed service per sonnel and civilian mployees in connection 
with defense installations a 30.0 15.0 
OR ibiteiraas Scibaeeiee hat j : ; 359. 4 | 456.4 


The prices paid by FNMA for mortgages under the special assist- 
ance functions are established by the Association at the time of the 
announcement of each individual program, but at times prices have 
been prescribed by statute. The Associaion is required by the provi- 
sions of Public Law 85-104 to pay not. less than par (100) for mort- 
gages purchased under contracts entered into during the period be- 
tween July 1, 1957, and August 7, 1958; however, FN MA’s authority 
to establish special assistance functions prices in the manner provided 
by the original Charter Act was reestablished by Public Law 86-372, 
Commitment and immediate purchase contracts currently being issued 
by FNMA under these operations provide for purchase prices of less 
than par. 

Purchases under the special assistance functions through December 
31, 1959, totaled $1,608.8 million; contracts to purchase mortgages out- 
standing on that date totaled $381.2 million. Purchases during fiscal 
year 1959 totaled $1,066.1 million and are estimated at $542 million 
and $318 million, respectively, during fiscal years 1960 and 1961. 

Sales from the special assistance portfolio amounted to $8.9 million in 
fiscal year 1959 and are estimated at $5 million each for fiscal years 
1960 and 1961. Mortgages in portfolio requiring servicing at the end 
of fiscal years 1960 and 1961 are estimated at $1,698.1 million and 
$1,951.1 million, respectively. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Under its management and liquidating functions, the Association 18 
required to manage and liquidate its portfolio of mortgages acquired 
under contracts issued prior to November 1, 1954, and those mortgages 
that were, or will be acquired subsequently from authorized sources, in 
an orderly manner, with a minimum of adverse effect upon the home 
mortgage market and minimum loss to the Federal Government. This 
function is conducted solely for the account of the Government. 

The Association’s management and liquidating portfolio and pur- 
chasing liability on August 2, 1954, the approv: al date of the FNMA 
charter, aggregated $ $3,151.6 million, consisting of mortgages with 
unpaid principal balances of $2,414.4 million and undisbursed com- 
mitment contracts totaling $737.2 million. As of December 31, 1959, 
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the portfolio and obligations had declined from a million’ to 
$1,963.9 million—a reduction of $1,187.7 million, or 37.7 percent. 

The management and liquidating functions portfolio will be in- 
creased during fiscal year 1960 by approximately $160 million, repre- 
senting mortgages being acquired from the portfe olio of the Public 
Housing Administration under authority of the Housing Act of 1959. 

Sales are estimated at $335 million during fiscal year 1960, under an 
arrangement whereby that volume of V A-guarante ed, 4- percent mort- 
gages held in this portfolio will be exchanged for privately held 
Treasury bonds. No such plan is anticipated during fiscal year 1961, 
and for that reason no sales are estimated. The management and 
liquids iting portfolio required to be serviced at the end of fiscal years 
1960 and 1961 is estimated to be $1,699.8 mililon and $1,534.8 million, 
respective ly. 

The Charter Act provides that the Association shall “to a maximum 
extent, and as rapidly as possible” refinance its indebtedness to the 
Secretary of the Treasury under the management and liquidating 
functions. The portfolio of the Association under these functions is 
currently financed to the extent of $797.4 million, or approximately 
40.6 percent on December 31, 1959, with private capital. 


SUMMARIZATION 


The foregoing comments emphasize that. the Congress, by the Char- 
ter Act, has imposed upon FNMA additional workloads and wholly 
new responsibilities. Examples are cited in the following paragraphs. 

In the discharge of its responsibility under the Charter Act, FNMA 
is required to maintain separate accountability for each of its three 
activities, the secondary market operations, the special assistance func- 
tions, and the management and liquidating functions. In m: iny re- 
spects this requirement is tantamount to the operation of three 
corporations instead of one. 

The activities of the Association have shown substantial growth 
since the enactment of its Charter Act in 1954. The overall portfolio 
and purchasing obligations aggregating $6,173.6 million, consisting 
of mortgages with unpaid balances of $5,574 million and undisbursed 
contracts and commitments of $599.6 million, were at their highest 
point at January 31, 1960, in FNMA’s 29-year history. A portfolio 
of the volume owned by the Association presents a very considerable 
supervisory and servicing problem. This activity includes (1) super- 
vision over more than 1,250 organizations that service 1- to 4-family 
housing mortgages for the Association under contract; (2) direct 
servicing by “Association personnel of multifamily housing mort- 
gages, including annual inspection of the under lying security, billing 
and collection of required payments of interest, principal, taxes, 
hazard insurance, ete.; (3) payment on a timely basis of taxes, hazard 
insurance, other levies, or charges; (4) supervision of attorneys under 
contract in conducting foreclosures or other proceedings at law; and 

(5) processing of claims to FHA and VA as appropriate upon ac- 
quisition of title to mortgaged properties by foreclosure proceedings 
or by voluntary deed in lieu thereof. 
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The trend of the Association’s activities during the last 5 fiscal] 
years and their estimated volume in fiscal years 1960 and 1961 are 
shown in the following table: 


{Dollars in millions] 


| Actual Estimate 
1955 | 1956 1957 1958 1959 1960 1961 
Purchases. .._.. SC eh nee Ue $651.5 $315 0 \$1,078.1 | $726.5 |$1, 376.3 |$1, 802.0 |$1, 318.9 
Sales. 201.1 7.4 48 398.0 Ra 345.0 10.0 
Repayments and other credits___- 143.3 172.3 178.3 181.3 | 249.3 290. 0 315.0 
Commitments and contracts outstand- 
ing s : 127.2 91.5 §24.6 | 1,142.3 875. 5 577.1 685, 0 
Portfolio: 
Dollar amount- patente mene 2,608.2 | 2,743.5 | 3,643.5 | 3,790.7 | 4,829.7 | 5,996.7 | 6/989,7 
Number of mortgages nencwuee-| 301], 344 | 365, 511 448, 007 461,703 | 527,045 | 580,185 | 653, 1n0 


ADMINISTRATIVE EXPENSES 


The estimated amount required for administrative expenses under 
limitation for fiscal year 1961 is $6,650,000, as compared with the sum 
of $6,210,000 currently estimated to be available for fiscal year 1960, 
Of the $6,650,000 requested for fiscal year 1961, the sum of $54,000 
is included for estimated payments under the Federal E mployees’ 
Health Benefits Act of 1959. This item appears in FNMA’s budget 
for the first time this year, since the program begins on July 1, 1960, 
It covers the Government’s estimated share of the cost of the program 
and was developed on the basis of formula prescribed by the Bureau 
of the Budget. 

As shown by our budget presentation, mortgage purchases are 
estimated at a somewhat reduced level during fise al year 1961 ($13 
billion) than in 1960 ($1.8 billion) ; sales are also expected to decrease 
(from $345 million to $10 million) ; however, the size of the portfolio 
to be serviced shows a substantial increase at the end of fiscal year 
1961 ($993 million) ; and commitment and immediate purchase con- 
tracts issued are estimated to increase by $212 million. Notwith- 
standing this estimated overall increased activity during fiscal year 
1961, the increase in expense authoriz: ation from the revised estimate 
for fiscal year 1960 is only $440,000, or 7.1 percent. This increase, as 
previously stated, includes $54,000 for the Federal employees’ health 
benefits program. 

Every effort will be made by the Association to carry out its fune- 
tions and conduct its various activities required under existing legisla- 
tion within the authorization currently requested. 

Thank you. 

Mr. Tuomas. That is a fine statement. The justification is as well 
gotten together as any I have seen and the language is most readable. 


EXPENSES NOT UNDER LIMITATION 


Before we go into the justification there are two problems I wish 
you would get some exact figures on. First, what amount of money 
do you spend outside the limitation in the 15 to 20 items covered! 
The items are well spelled out in the appropriating language. 

I could not exactly figure out the items outside the limitation. It 
must run to $35 million or $40 million. 
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Mr. BavucuMan. I am sorry, sir. I don’t think it runs anything 
like that. We have a fiscal agent who sells the debentures which is 
outside. We also have attorneys’ fees in connection with foreclosures. 
It runs nowhere near that. 

We will be glad to furnish that. 

Mr. Tuomas. The big fee is that one-half of 1 percent you pay to 
those 1.250 institutions : who service mortgages. ‘That is outside the 
limitation. 

Mr. Bavenman. That is right. 

Mr. Tuomas. What does that run a year? It is around $16,200,000, 
I think. 

Mr. Baveuman. I would guess it is around that or more. We will 
give that to you. 
~ (The information requested may be found on p. 1083.) 


MECHANIZATION OF SERVICING OPERATIONS 


Mr. Tuomas. The other question is, What have you done and what 
ean you do toward mechanizing the servicing of these mortgages? It 
looks to me that your activity in this regard is a perfect setup for 
mechanization. 

If that is true, then instead of having 1,200 or 1,300 people operat- 
ing all over the country, it may be that you could sooner or later boil 
it down into two or three bie regional] offices in different sections of 
the country and cut your administrative expense of servicing these 
mortgages from $16.5 million, perhaps, down two-thirds. However, 
that is a problem you will have to think about. It may create some 
hardships in the communities where these 1,250 service people are, 
but be thinking about it and we will ask your opinion on it in a 
minute, 

Now, let us look at your introductory statement. It is excellent 
and it is awfully good reading material. 


JUSTIFICATION OF THE ESTIMATES 


At this point in the record we shall insert pages A-1 through 11 
of the justifications. 
(The pages referred to follow :) 


BupGer ESTIMATES FoR Fiscat YEAR 1961 


The Federal National Mortgage Association (FNMA) is a corporate instru- 
mentality of the United States, and a constituent agency of the Housing and 
Home Finance Agency (HHFA). The Association’s general policies are deter- 
mined by a five-man Board of Directors, of which the Housing and Home Finance 
Administrator is Chairman. The other four members are appointed by him. 

The President of the Association is FNMA’s chief executive officer; he is 
responsible for the general supervision of the Association’s business and affairs 
and exercises his power in consonance with general policies determined from 
time to time by the Board of Directors. 


PURPOSES AND FUNCTIONS OF FNMA 


The Housing Act of 1954, Public Law 83-560, provided the Federal National 
Mortgage Association with a corporate charter under which the scope of the 
Association’s activities, as well as its responsibilities, were substantially ex- 
panded. Under this legislation, cited as the Federal National Mortgage Associa- 
tion Charter Act, the Association was designated as constitutent agency of HHFA 
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and was empowered to conduct three primary functions or operations which 
were to be financed to the maximum extent feasible by private capital, and 
which were designed to (1) provide supplementary assistance to the secondary 
market for home mortgages by providing a degree of liquidity for home mortgage 
investments; (2) provide special assistance through Federal financing for 
selected types of home mortgages originated under special housing programs 
designated by the President of the United States; and (3) manage and liquidate 
the then existing FNMA portfolio of mortgages and outstanding purchasing 
obligations in an orderly manner, with a minimum of adverse effect upon the 
home mortgage market and minimum loss to the Federal Government. 

The secondary market operations of the Association were affected by legislation 
enacted subsequent to August 1954 in five important respects: 

(1) The amount of common stock required to be subscribed by sellers of 
mortgages to FNMA was changed under the provisions of Public Law 84-1020, 
from the initial minimum of 3 percent of the amount of the mortgages sold to 
FNMA to 2 percent, with a further provision that the percentage could be fixed 
at a greater or lesser percentage than 2 percent, but not less than 1 percent, as 
determined by the Association from time to time, taking into consideration 
conditions in the mortgage market and the general economy. Public Law 85-104 
provided that the amount of the required common stock subscription may not 
exceed 2 percent or be less than 1 percent of the amount of mortgages sold; 

(2) FNMA was authorized by Public Law 84-1020, to issue advance commit- 
ment contracts of a type known in the trade as standby commitments only at 
prices which are sufficient to facilitate advance planning of home construction, 
but which are sufficiently below the Association’s regular secondary market 
prices as will prevent excessive sales to the Association under the commitments 
This authority was expanded by Public Law 86-372 to include commitments at 
prices which are sufficient to facilitate home financing, thus permitting the 
issuance of standby commitments for the purchase of mortgages on existing as 
well as on new housing; 

(3) The prices at which mortgages, delivered pursuant to immediate purchase 
contracts, will be purchased in the secondary market operations are required 
by law (Public Law 84-1020), to be established “within the range of market 
prices,” as determined by FNMA, rather than “at the market price” for such 
mortgages, as was required by the initial legislation ; 

(4) The amount of the preferred stock that may be issued by FNMA to, and 
that may be held by, the Secretary of the Treasury was increased from the 
original authorization of $92.8 million to $207.8 million (Public Law 85-10 
and Public Law 85-104) : and 

(5) With respect to each mortgage purchased under these operations, the 
maximum dollar amount of the principal obligation was increased from $15,000 
to $20,000 for each family residence or dwelling unit covered thereby (Public 
Law 86-372). 

FNMA’s responsibilities under its special assistance functions, as initially 
prescribed by the Charter Act, have been substantially broadened by subsequent 
legislation. By the terms of the postcharter legislation : 

(1) FNMA’s authority to enter into commitment contracts to purchase and to 
purchase mortgages originated in connection with special housing programs 
designated by the President of the United States was increased from $300 million 
to $950 million outstanding at any one time (Public Law 85-104 and Public 
Law 85-364) : 

(2) The Association was authorized to enter into advance commitment 
contracts and purchase transactions for the purchase of FHA-insured section 
213 cooperative housing mortgages not in excess of $225 million outstanding at 
any one time, $62.5 million of which shall be made available solely for commit- 
ments or purchases of mortgages on consumer-type cooperative housing (Public 
Law 84-345, Public Laws 85-10, 85-104, and 86-372) : 

(3) FNMA may make commitments to purchase and purchase mortgages 
insured by FHA under title VIII of the National Housing Act, as amended on 
or after August 11, 1955, provided the total amount of such purchases and 
commitments does not exceed $500 million outstanding at any one time, and of 
which not less than $58.75 million shall be made available for purchases and 
commitments to purchase section 809 mortgages (Public Laws 84-345, 84-574, 
85-104, 85-364, and 86-372) ; 

(4) The Association was authorized to make commitments to purchase and 
purchase FHA-insured and VA-guaranteed mortgages of $13,500 or less covering 
low- and moderate-priced housing, provided construction of the related housing 
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had not commenced at the time application was made for FNMA’s commitment 
and also provided that the total amount of such purchases and commitments 
does not exceed $1 billion outstanding at any one time (Public Law 85-364) - 

(5) FNMA’s discretionary authority to determine the prices which are paid 
by the Association for, and the fees and charges imposed in connection with, 
mortgages purchased in its special assistance functions was reestablished by 
statute (Public Law 86-372); and 

(6) Mortgages covering properties located in Guam, Hawaii, and Alaska and 
FHA-insured sections 220 and 803 are exempt from the statutory requirement 
providing that the original principal amount of any mortgage purchased by the 
Association may not exceed or have exceeded $17,500 for each family residence 
or dwelling unit covered thereby (the former limitation of $15,000, established 
by Public Law 84-1020, applicable to the special assistance functions was in- 
creased to $17,500 by Public Law 86-372 

The Association, under its management and liquidating functions, was auth- 
orized by Public Law 86-372 to make commitments to purchase and to pur- 
chase, service, or sell any mortgages offered to it by the Housing and Home 
Finance Administrator, or the Housing and Home Finance Agency, or by such 
Agency’s constituent units or agencies or the heads thereof, after the Ad- 
ministrator has found the acquisition thereof by the Association to be in the 
interest of the efficient management and liquidation of the mortgages. The 
mortgage portfolio of the Public Housing Administration (PHA) is currently 
being acquired by FNMA pursuant to this authority. 


FINANCING 


Funds required to finance FNMA’s secondary market operations are obtained 
principally from the sale of debentures to private investors. Additional sources 
of Association funds are (a) the proceeds from the issuance of preferred and 
common stock, and (b) the net proceeds from operations and portfolio liquida- 
tion. 

Funds required for financing the Association’s special assistance functions are 
obtained primarily by borrowings from the Secretary of the Treasury; addi- 
tional sources of funds are the net proceeds from operations and portfolio 
liquidation. 

Funds required for the operation of the Association’s management and 
liquidating functions are obtained principally through borrowings from the 
Secretary of the Treasury and the sale of FNMA’s corporate obligations to 
private investors; additional sources of funds are the net proceeds from opera- 
tions and portfolio liquidation. 


1961 BUDGET ASSUMPTIONS 


The three FNMA programs, for which separate accountability is required by 
law will have separate justifications. These justifications will be developed 
in their respective chapters from the following basic assumptions: 

General 

(1) The organizational structure of FNMA will remain as currently consti- 
tuted ; and 

(2) Conditions in the mortgage money market in fiscal years 1960 and 1961 
will be less favorable than in fiscal year 1959. 

Secondary market operations 

(1) All necessary financing, except interim financing, in excess of that which 

will become available from income, the proceeds from the issuance of common 


and preferred stock, and operational realization from sales, repayments, etc., 
will be obtained by the sale of debentures to private investors; 


SUMMARY OF FNMA BUDGET 


The administrative expenses which are authorized annually by the Congress 
from the Association’s income are justified in detail in other sections of this 
presentation. The estimate of $6,650,000 for fiscal year 1961 is $340,000 more 
than is estimated to be required for fiscal year 1960. 

The President’s budget proposed a supplemental authorization for administra- 
tive expenses for 1960. In this justification the 1960 estimates have been revised 
to include a $200,000 supplemental authorization for that purpose. 
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The following table shows actual and estimated administrative expenses, 
budgetary expenditures, trust expenditures, Treasury borrowings, and borrow. 
ings from the public for fiseal years 1959, 1960, and 1961. 


{In millions] 


——— 


|} Actual, 1959 | Estimate, Estimate, 
| 1y60 1961 
Administrative expenses $5. 5 $6.3 $6.6 
Net budgetary expenditures____ 841.7 55.9 111.0 
Net trust expenditures 134. 0 9S0. 4 800.0 
Treasury borrowings (net | 848.6 44.1 55.0 
Borrowings from the public (net) __- = 125. 0 Ys0. 0 800, 0 


DIGEST OF MAJOR LEGISLATION AUTHORIZING OPERATIONS OF FNMA 
Effect 

Public Law 75-424 (approved Feb. 3, 1988): FNMA organized in 1938 
under provisions of title III of the National Housing Act, as then amended, to 
provide secondary market for mortgages insured by FHA under title II of that 
act: maximum borrowing authority established at $220 million. 

Public Law 77-24 (approved Mar. 28, 1941) : Added title VI to the National 
Housing Act providing for FHA insurance of defense housing mortgages on 
liberal terms and for purchase of such mortgages by FNMA. Title VI mortgages 
remained eligible for purchase when provisions were further liberalized and 
extended in 1946 to include veterans emergency housing. 

Public Law 80-864 (approved July 1, 1948) : Extended secondary market au- 
thorization to FNMA to include purchase of VA-guaranteed (GIL) loans; maxi- 
mum borrowing authority increased from $220 million to $840 million. 

Public Law 81-52 (approved Apr. 23, 1949): Alaska Housing Act (see. 2(b)) 
authorized FNMA to purchase FHA-insured mortgages on property in Alaska 
and to make direct loans to finance residential housing construction, 

Public Law 81-176 (approved July 19, 1949) : Increased from $540 million to 
$1.5 billion FNMA’s authorization to purchase FHA-insured title II and VI 
mortgages and VA-guaranteed mortgages. 

Public Law 81-211 (approved Aug. 8, 1949): Authorized FNMA to purchase 
mortgages insured by FHA under title VIII of the National Housing Act (mili- 
tary housing): authority later extended to atomic energy housing. 

Public Law 81-887 (approved Oct. 25, 1949): Increased FNMA _ purchase 
iuthorization by $1 billion to $2.5 billion and liberalized GI loan purchases. 

Public Law 81-475 (approved Apr. 20, 1950): Increased FNMA purchase au- 
thorization by $250 million to $2.75 billion and removed authority to make 
advance commitments to purchase mortgages. Made FHA-insured section 213 
mortgages on cooperative housing eligible for purchase. 

Public Law 82-139 (approved Sept. 1, 1951), Public Law 82-809 (approved 
Apr. 9, 1952): Authorized FNMA to issue advance commitments not in ex- 
eess of $252 million for purchase of eligible mortgages on programed hous- 
ing in eritical defense housing areas and in major disaster areas and on FHA- 
insured title VIII housing for personnel essential to operation of the military 
denartments or the Atomic Energy Commission. 

Publie Law 82-243 (approved Oct. 30, 1951): FNMA authorized to issue 
advance commitments not in excess of $20 million to purchase FHA-insured 
section 213 cooperative housing mortgages 

Public 82-531 (approved July 14. 1952): Increased FNMA’s purchasing and 
commitment authorization outstanding at any one time to $3.65 billion, in- 
cinding $900 million of authority to make advance commitments to purchase 
mortgages on defense, disaster and military housing. Commitments and pur 
chases by FNMA of mortgages on other types of housing were limited to $2.75 
billion outstanding at any one time. 

Public Law 83-94 (approved June 30, 1953): Authorized one-for-one plan, not 
to exceed $500 million (to July 1, 1954). Extended FNMA authority to issue 
advance commitment contracts for 1 year (to July 1, 1954) to purchase mort- 
gages covering military, defense and disaster housing. Amended Public Law 
82-243 to expand the advance commitment authority relative to FHA section 218 
mortgages. Also deleted the commitnient and purchasing limitation of $2.75 bil- 
lion for mortgages other than on defense, disaster, and military housing 
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Public Law 88-560 (approved Aug. 2, 1954): Rechartered FNMA and desig- 
nated it as a constituent agency of HHFA. FNMA authorized to exercise three 
primary functions; (1) to provide supplementary assistance to the secondary 
market for residential housing financed to the extent feasible by private capital 
(limited to the sum total of FNMA’s capital, surplus, reserves, undistributed 
earnings plus outstanding obligations not in excess of 10 times the sum of 
capital, surplus, reserves, and undistributed earnings) ; (2) to provide supple- 
mentary «assistance through Federal financing for special housing programs 
designated by the President of the United States (within a limitation of $300 
million outstanding at any one time); (3) to manage and liquidate the exist- 
ing FNMA portfolio as well as mortgages that may be acquired under con- 
tracts entered into prior to November 1, 1954. Repealed section 2(b) of Public 
Laws 81-52 and 82-243. 

Public Law 84-345 (approved August 11, 1955) : Authorized FNMA to provide 
special assistance for cooperative and armed services housing without prior 
Presidential direction. In providing this assistance, FNMA was authorized to 
(1) enter into commitments to purchase HA-insured section 213 cooperative 
housing mortgages not in excess of $50 million outstanding at any one time, with 
not more than $5 million of such authorization available for such commitments 
in any one State; and (2) make commitments to purchase and purchase FHA- 
insured armed services housing mortgages under the revised title VIII of the 
National Housing Act, provided the total amount of such purchases and com- 
mitments does not exceed $200 million outstanding at any one time. 

Public Law 84-1020 (approved August 7, 1956): (1) Removed the $15,000 
mortgage purchase ceiling for each family residence or dwelling unit covered 
by mortgages on housing in Alaska, Guam, Hawaii, and on FHA section 803 
military housing; (2) revised the common stock subscription requirement from 
not less than 3 percent to 2 percent and authorized FNMA, under certain condi- 
tions, to fix this percentage at a greater or lower percentage than 2 percent, but 
not less than 1 percent; (3) authorized FNMA in its secondary market opera- 
tions to issue commitment contracts of a type known in the trade as “standby 
commitments”; (4) authorized FNMA in its secondary market operations to 
establish prices “within the range of market prices” as determined by the Asso- 
ciation, rather than at the market price for such mortgages; (5) required FNMA, 
for a period of 1 year from the date of the enactment of this act, to pay not less 
than 99 for mortgages purchased in the special assistance functions; and (6) re- 
lated the $50 million of total authorization outstanding at any one time for co- 
operative housing mortgages in the special assistance functions not only to 
commitments but also to purchases, and provided that the $5 million State com- 
mitment authorization shall be on a revolving basis. 

Publie Law 85-10 (Approved March 27, 1957): (1) 


Increased by $50 million 
to $142.8 million the amount of preferred stock the Association is authorized to 
sell to the Secretary of the Treasury; (2) increased from $1 billion to $1.35 
billion the amount of secondary market operations obligations of the Associa- 
tion which may be held by the Secretary of the Treasury; (3) increased the 
amount available for commitments to purchase and purchases of FHA-insured 
section 213 cooperative housing mortgages from $50 million outstanding at any 
one time to $100 million, and increased the amount which may be available for 
any one State from $5 million to $10 million. 

Public Law 85-104 (approved July 12, 1957): (1) Increased by $65 million to 
$207.8 million the amount of preferred stock the Association is authorized to sell 
to the Secretary of the Treasury; (2) increased the amount of the Association’s 
secondary market operations obligations which the Secretary of the Treasury may 
hold at any one time from $1.35 billion to $2.25 billion; (3) changed the amount of 
common stock required to be subscribed by sellers of mortgages to the Association 
to not more than 2 percent nor less than 1 percent of the amount of mortgages in- 
volved, as determined by the Association from time to time, taking into con- 
sideration conditions in the mortgage market and the general economy: (4) re- 
quired FNMA to pay par (100) for mortgages purchased in the special assistance 
functions pursuant to contracts entered into during the period between July 
12, 1957, and August 7, 1958; (5) increased the amount of purchases and com- 
mitments that may be authorized by the President under the special assistance 
functions from $300 million to $450 million outstanding at any one time: (6) in- 
creased the amount available for commitments and purchases of FHA-insured 
section 213 cooperative housing mortgages from $100 million to $200 million 
with certain limitations with respect to amounts available for any one State 
and for consumer type housing; and (7) increased the amount available for 
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commitments to purchase and purchases of FHA-insured armed services housing 
mortgages from $200 million to $450 million with certain limitations with re. 
spect to assistance for mortgages insured by FHA under section 809. ; 

Public Law 85-364 (approved April 1, 1958) : Provided FNMA, in its special] 
assistance functions, with additional mortgage purchase authority as follows: 
(1) the total amount of the Association’s authority to purchase and to commit 
to purchase mortgages under direction of the President was increased by $5 
million, bringing the total amount of such authorization to $950 million out- 
standing at any one time; and (2) the dollar amount of purchases and commit- 
ments authorized under programs specifically approved by the Congress wags 
increased by $1,050 million to $1,700 million outstanding at any one time, which 
included $1,000 million of authority specifically approved for purchases and com. 
mitments to purchase mortgages of $13,500 or less relating to low and moderate 
priced housing upon which construction had not commenced and an increase of 
$50 million to $500 million of the authority to make commitments to purchase 
and to purchase mortgages insured by FHA under title VIIT of the National 
Housing Act, as amended, and of which not less than $58.75 million shall be 
made available for purchases and commitments to purchase section 809 
mortgages. 

Public Law 86-372 (appr. September 23, 1959): (1) Increased the maximum 
original principal obligation of a mortgage that may be purchased in the special] 
assistance functions from $15,000 to $17,500 and the maximum principal amount 
of a mortgage that may be purchased in the secondary market operations from 
$15,000 to $20,000, for each family residence or dwelling unit covered by the 
mortgage (mortgages covering housing in Alaska, Hawaii, and Guam, and FHA 
sections 220 and 803 housing mortgages are exempt from these limitations): (2) 
increased by $25 million the authorization to issue commitments to purchase 
and to purchase cooperative housing mortgages insured by FHA under section 
213 of the National Housing Act ($12.5 million to be made available solely for 
builder-sponsored type cooperative housing and $12.5 million for consumer type 
housing): (3) extended the time for submission of certain mortgages covered 
by commitments previously issued in the special assistance functions: (4) au- 
thorized FNMA to make commitments to purchase and to purchase, service, and 
sell any mortgage offered to it by HHFA or any of the HHF A constituent agencies 
when the Housing and Home Finance Administrator has determined that such 
acquisitions by the Association is in the interest of the efficient management and 
liquidation of the mortgages; and (5) authorized the Association to enter into 
standby commitments for the purchase of mortgages covering existing housing. 


LOCATION OF FIELD OFFICES AND AREAS SERVED 


FNMA programs are carried out in 5 agency offices, serving the 50 States, the 
District of Columbia, Guam, Puerto Rico, and the Virgin Islands. In addition, 
the Association maintains a sales office in New York City. 


ILHFA region Location of field office Area served 

ITand II-_-- Philadelphia, Pa Connecticut. Delaware, District of Columbia, Maine, 
Maryland, Massachusetts, New Hamps' ire, New Jersey, 
New York, Pe ylvania, Puerto Rico, Rhode Island, 
Vermont, Vircinia, Virgin Islands, West Vircinia 

aah: “ Atlanta, Ga Alabama, Florida, Georgia, Kentucky, North Carolina, 
Mississippi, South Carolina, Tennessee 

IV Chicago, Ill Iilinois, Indiana, Iowa, Mi ran, Minnesota, Nebraska, 

North Dakota, Ohio, South Dakota, Wisconsin 

Vv | Dallas, Tex Arkansas, Colorado, Kansas, Louisiana, Missouri, New 
Me Oklahon T < 

VE... | Los Angeles, Calif__- Alaska, Arizona, (¢ tuam, Hawaii, Idaho, Mon 


tana, Nevada, Oregon, Utah, Washington, Wyoming. 


Mr. Tromas. I note that you have five regional offices: One in 
Philadelphia, Atlanta, Chicago, Dallas, and Los Angeles. Off the 
record. 

(Discussion off the record.) 
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MORTGAGE MONEY MARKET 


Mr. Tuomas. Gentlemen, let me call the committee’s attention to 
this statement with reference to budget assumptions and financing. 
It is quite readable. It appears at the bottom of page A-3: 

Conditions in the mortgage money market in fiscal years 1960 and 1961 will 
be less favorable than in fiscal year 1959. 

The year 1961 will be less favorable than in the year 1959, 

We have had one group before us which said it would be much 
more favorable. 

Upon what do you base your statement, Mr. Baughman ? 

Mr. Bavucuman. It is the mortgage market. We were not called 
upon to put out near as muc ‘+h money or render as much assistance 
in 1959 as we estimate for 1960 and 1961. We base that on the fact 
that the market is tight. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Let us look at this sentence here: 

FNMA will issue during fiscal year 1961, $50 million of the preferred stock 
that was authorized by Public Law 85-104 to be issued to the Secretary of the 
‘Treasury. 

SPECIAL ASSISTANCE FUNCTIONS 


Has the legislation been approved transferring $160 million worth 
of mortgages from Public Housing over to you ¢ 

Mr. BauguMman. It has; yes, sir. 

Mr. Tuomas. It has already been approved / 

Mr. BaucuMman. Yes, sir. We are already buying them. We 
have taken over most of the single-family mortgages. 

Mr. Tuomas. I notice you are seeking legislation to go to the 
Treasury to get $150 million to pay for it. 

Mr. Baveuman. No, sir; that is not true. The $150 million pro- 
posed in the President’s budget comes under the Presidential au- 
thorization under special assistance mostly for urban renewal. 

Mr. Tuomas. Here it is. For purchase of mortgages pursuant to 
section 305 (a) and (c) of the National Housing Act. That is special 
assistance ¢ 

Mr. BaucuMan. Yes,sir. 

Mr. Tuomas. What are you going to do with that? Where are you 
going to spend it ¢ 

Mr. Baveuman. For urban renewal and housing for the elderly 
mostly and to pure ‘hase mortgages under those programs. 

Mr. Tuomas. There is no budget estimate for housing for the el- 
derly under the Office of the Administrator and, of course, there will 
not be any necessity for an appropriation to FHA because that covers 
mortgages. So, where will the money be ! 

Mr. BaueuMan. This will be an authorization for the President. 
He now has $950 million and if $150 million is given to him, he will 
have $1,100 million for those projects to which I have referred. 

Mr. Tuomas. We have been told that there is no budget estimate 
for housing for the elderly. There is an authorization for $150 mil- 
lion, but there is no budget estimate. 

What is that $150 million for? You said it was for housing for the 
elderly and other special assistance programs. 
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Mr. Bavenman. Program for urban renewal, disaster mortgages 
and, also, we purchase mortgages in Alaska, Guam, and Hawaii. We 
also purchase mortgages on housing for the elderly. Those are all 
under Presidential direction and we are merely i iner sasing th: at amount, 

Mr. Tuomas. Yes, but justify this $150 million. Can you break it 
down ? 

Mr. BaucuMman. Yes. Most of it—I would say the bulk of it—is 
going for purchase of mortgages under the urban renewal program 
and housing for the elderly. 

Mr. Tuomas. There is no budget estimate at all and there is no 
indication that the Bureau of the Budget has requested any funds to 
be spent this year for housing of the elderly. 

Mr. Bavenman. I think that is true, Mr. Chairman. I just inquired 
about that this morning. I do not believe any legislation has been 
introduced, but it was in the President’s budget. It probably will 
come up. It is one of those pieces of proposed legislation which would 
require the approval of the Appropriations Committee. 

Mr. Tuomas. As the matter now stands, you do not need the entire 
$150 million; do you? 

Mr. BavcuMan. We will for 1961; yes, sir. We will need the $150 
million in order to carry out the program during fiscal year 1961 for 
the purchase of mortgages. 


ADMINISTRATIVE EXPENSES 


Mr. Trromas. Where is the administrative page, Mr. Baughman! 

Mr. Hanp. It is under administrative expense in section F. 

Mr. Tuomas. Your language states that not to exceed $6,650,000 
shall be available for administrative expenses. 

We shall insert into the record at this point the table which appears 
on page F-2 of the justifications. 

(The page referred to follows :) 


TABLE I Administrative expense By activity (ander limitation 
Activity | 1959 actual | 1960 estimate | 1961 estimate 
Secondary market operations $1, 794, 830 $2, 850, 000 $3, 460, OOF 
Special assistance functions l 645 383 1, 250, 000 : 325, 000 
Management and liquidating functions _- 2, 026, 903 2, 210, 000 , 925, 000 
Ee eae 5, 467, 116 6, 310, 000 6 650, 000 


Mr. Tuomas. In 1959 you had $5,467,116 as against $6,310,000 in 
1960, and this goes up to $6,650,000 for 1961. 

Of course, the biggest part of your workload as has already been 
indicated is that you are servicing ‘about $6.989 million worth of mort- 
gages this year, ‘and your sales. ; as money gets tighter-—— 

Mr. 3AUGHMAN. We do not make very many. 

Mr. Tuomas. Your sales fall off and your purchases go up. 

You will purchase this year $1,100 million, which is 214 times 
what you bought last year, and you will sell this year about $5 ‘mille 
worth of mortgages against a sale of $70 million last year. 


Mr. Bavcuman. U nless the market changes, that is what is pre- 
dicted. 


De 


OK 


mo 





es COMPARISON OF PERSONNEL BY ORGANIZATIONAL UNIT 
ve ‘ : : ‘ ee 
I Mr. Tuomas. We shall insert at this point in the record page F-3 
it. of the justificat ions. 
it (The page referred to follows:) 
‘ Comparison of personnel by organizational unit 
m 1959 actual 1960 estimate 1961 estimate 
Organizational unit ee a aes eee a i ea ae 
no | Posi Man- Posi- Man Posi- Man- 
to tions years tions years tions years 
Departmental! 
oc] PO ffice of the President one 10 9.1 12 9.4 2 11.4 
6 Office of the General Counsel - _- 10 9.9 10 9.9 10 9.9 
PT Office of the Controller 25 24.2 25 22.6 25 23.7 
ill Office of the Secretary-Treasurer 27 24.3 29 27.8 29 27.9 
Budget Division- 3 3.0 3 3.0 3 3.0 
ld Examination and Audit Division 9 7.0 10 9.4 10 95 
Loan Administration Division 12 11.9 14 11.9 14 13.3 
Personne! Division f s 5.7 S 6.6 8 7.6 
re an ; 
Total departmental. 104 95. 1 111 100. 6 111 106.3 
A) Field (Agency offices): 
v Office of the Agency manager 25 24.8 25 23.9 25 23.9 
or Controller’s Division 297 204. 6 339 303. 9 339 319.3 
Examination and Audit Division 54 47.0 55 19.3 55 52.6 
Legal Division--- 56 51.4 6 51.5 56 51.6 
Loan Division. - 187 167.7 238 214.3 238 228. 4 
Secretary-Treasurer’s Division. 120 110.7 140 126. 3 140 129.0 
Total field _. 739 666, 2 853 769, 2 853 804.8 
nf | Total S43 761.3 G4 SOY. 8 964 911.1 
()() _ ; , 
Mr. Tuomas. In your departmental operations you want to go from 
104 positions in 1959 to 111 positions. 
irs oa° 
Are these man-years or positions / 
Mr. Hanp. They are positions. 
Mr. Bavcuman. They remain the same, but the man-years increase. 
Mr. Tuomas. In the field you have 853. 
Mr. Hann. Yes; but the man-years increase. 
Late Mr. Tomas. This gives you a total for departmental and field of 
- %}4 positions as against the same number in 1960, but your man-years 
o go from 869.8 to 911.1 4 
000 Mr. Hann. Yes, sir. 
000 Mr. Toomas. How many jobsisthat? Is it about 60% 
aie Mr. Hanp. That is 41 man-years, sir, and on this basis, it would be 
somewhat less than 60, 
in 
en 
rt- 
nes 
lon 
re- 
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SECONDARY MARKET OPERATIONS 


Program and financing 


a 
1959 actual 1960 estimate | 1961 estimate 
Program by activities 
Loans to the secondary market operations fund | $307, 311, 970 | $940, 000, 000 $800, 000. 000 
Purchase of preferred stock in the secondary market | 
I ae (lt ea ier ane od : ‘ 50, 000, 009 
Total program (obligations)................... 307, 311, 970 940, 060, OO 850, 000, 000 
Financing: wD 
Amounts becoming available: Repayment of loans | 
by the secondary market operations fund | 265, 780, 935 | 981, 531, 035 800, 000, 000 
Unobligated balance brought forward (authorization | 
to expend from public debt receipts). .........-.- | 2,315, 000, 000 2, 273, 468, 965 2, 315, 000, 000 
| ——. 
Total amounts available aaah | 2,580, 780,935 | 3, 255, 000, 000 3, 115, 000, 000 
Unobligated balances carried forward (authorization 
to expend from public debt receipts) .._- aaa 2, 273, 468, 965 | —2, 315, 000, 000 | —2, 265, 000, 000 
Financing applied to program __................. 307, 311, 970 940, 000, 000 850, 000, 000 





Mr. Tuomas. Let us take a look at your secondary market opera- 
tions. 
JUSTIFICATION OF THE ESTIMATE 


We shall insert at this point in the record pages B-1 through 9 
of the justifications. 
(The pages referred to follow :) 


Secondary market operations 


{Submitted under the Government Corporation Control] Act 


[Dollars in thousands] 





1959 actual | 1960 estimate | 1961 estimate 
Mortgages on hand, start of fiscal year ‘ ‘ $1, 393, 643 $1, 573, 815 $2, 5OR, 815 
Purchases during fiscal year 310, 218 1, 100, 000 1, 000, 0 
Sales of mortgages during fiscal year ; 75, O89 5, 000 5, OO 
Rep ents ther credits during fiscal year 54, 957 70, OO 90, 00 
Mort and, end of fiscal year : 1, 573, 815 2, 598, 815 3, 503, 815 
Net expenditures 
Budget a ‘ ; $1, 531 41, 531 50), ON 
Trust 134.018 Qs $73 S00, 00 
Standby commitments outstanding, end of fiscal year iS, 125 6, 000 56, OO 
Preferred stock, issued to Secretary of Treasury, outstanding 142, 820 142, 820 192, 821 
Common stock, issued and subscribed, outstanding 42, 934 65, 804 86, 674 
Treasury borr ngs outstanding 41, 531 41,53 . 
Debentures outstanding... -- —_ ‘ ; 1 1, 290, 125 2, 270, 000 3, 070, 0% 
1 $125,000 represents debentures which have matured but have not been preser i for redemption. 


SECONDARY MARKET OPERATIONS 


Section 301(a) of the FNMA Charter Act states that the purpose of FNMA’s 
secondary market operations is to provide supplementary assistance to the see 
ondary market for FHA-insured and VA-guaranteed home mortgages by providing 
a degree of liquidity for mortgage investments, thereby improving the distribu- 
tion of investment capital available for home mortgage financing 

The statutory requirements governing the conduct of FNMA’s secondary 
market operations are set forth in section 304 of the Charter Act, as amended. 


GENERAL 


The general secondary market for home mortgages is not a highly organized 
market in the sense that markets for stocks and bonds or for agricultural prod- 
ucts are organized. In the past, temporary shortages of mortgage funds have 
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arisen in various sections of the country or for particular purposes. The mets 
effects of these shortages have demonstrated the need for a secondary mar ta 
facility to assist in smoothing out the limited supply of funds which results 
from temporary or transient market factors. re 

The functions of the general secondary mortgage market are twofold: (1) It 
facilitates the financing of housing in local communities where mortgage funds 
are in short supply by making available to them long-term investment funds 
which are not currently needed in other parts of the country, and (2) it affords 
investing institutions with an outlet for the funds with which they have been 

sted. 
er rtent to which FNMA’s facilities will supplement the general secondary 
mortgage market will depend upon the relative availability and distribution of 
required mortgage credits. q 

The need for a FNMA type of secondary market operations has been amply 
demonstrated, particularly in the situation which has resulted from the currently 
prevailing conditions in the home mortgage market. As pointed out above, the 
general market for home mortgages is not a highly organized or specialized 
market in the sense that markets for stocks, bonds, and agricultural products 
are organized. In the past, as at the present time, temporary shortages of 
market funds have occurred in many sections of the country. During the past 5 
fiscal years, FNMA has been able in a substantial degree to alleviate these short- 
ages by providing a measure of liquidity for mortgage investments in many 
sections of the country. The rate at which the secondary market operations of 
FNMA have been utilized by sellers, beginning in 1955, generally parallels and 
reflects conditions prevailing in the mortgage market. On the basis of secondary 
market estimates up to now, peak utilization of the operations by mortgage sellers 
occurred during the second quarter of fiscal year 1957; there was a decline in 
the use of the facility in late fiscal year 1957, again in late fiscal year 1958, and 
throughout most of fiscal year 1959. Changed mortgage market conditions, 
reminiscent of the 1957 situation, resulted in a substantially increased use of 
the FNMA facility by sellers thus far in fiscal year 1960. On the basis of an 
assumption that mortgage market conditions will be considerably less favorable 
during fiscal years 1960 and 1961 than in fiscal year 1959, we estimate that utiliza- 
tion of the FNMA secondary market facility will continue at this accelerated 
pace during the remainer of fiscal 1960 and at almost the same level during fiscal 
year 1961. 

During fiscal years 1958 and 1959, the FNMA secondary market operations 
functioned as a true secondary market facility for residential housing mortgages. 

During this period FNMA sold and purchased a substantial volume of mort- 
gages. Thus, FNMA met the varying demands of the housing economy by sup- 
plementing both the buying and selling markets for FHA and VA mortgages, 
having purchased and accumulated a sizable mortgage portfolio during times 
when funds available for home financing were generally in short supply and sold 
about 22 percent of the mortgages when the reverse of this situation obtained. 

A table showing the actual and estimated mortgage activity for the period 
covered by these estimates is a part of “Program Highlights,” page B-1. 

It is estimated that purchasing activity in FNMA’s secondary market opera- 
tions will be approximately $1.1 billion in fiscal year 1960 and $1 billion in 
fiseal year 1961. The volume of offerings during fiscal years 1956, 1957, 1958, 
1959, and estimated offerings during fiscal years 1960 and 1961 indicate an 
understanding and acceptance of, and a need for, FNMA’s Secondary market 
operations. 


MORTGAGES ELIGIBLE FOR PURCHASE BY FNMA 


Mortgages purchased for the portfolio of FNMA’s secondary market operations 
are restricted by statute to those which (1) are insured by the Federal Housing 
Administration or guaranteed by the Veterans’ Administration: (2) are of such 
quality, type, and class as to meet generally the purchase standards imposed by 
private institutional mortgage investors; (3) do not exceed $20,000 in principal 
amount for each family residence or dwelling unit covered by the mortgage, 
except mortgages related to housing located in Hawaii: (4) cover residential 
property ; (5) are not offered by or do not cover property held by a Federal, State, 
territorial, or municipal instrumentality: and (6) were insured or guaranteed 
on or after August 2, 1954 (by administrative determination. however, mort- 
gages to be eligible for purchase under the secondary market operations are 
required to be offered to the Association within 4 months of the final FHA in- 


surance endorsement on the note or the VA certificate of guarantee). The prices 
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that FNMA may pay for mortgages may not exceed the unpaid principal balance 
thereof, plus adjustments for interest and other comparable items. 

The Association's Board of Directors has determined that the following types 
of mortgages have sufficiently widespread acceptance in the general secondary 
mortgage market to make them acceptable for purchase under the secondary 
market operations: : 

(1) GI mortgages guaranteed under section 501 (other than 501c) of the 
Servicemen’s Readjustment Act of 1944, as amended : 

(2) FHA home mortgages insured under sections 208(b), 203(i), 218 
(individual type), and 222 of the National Housing Act, as amended, ang 

(3) FHA multifamily housing mortgages insured under section 207 of the 
National Housing Act, as amended, and FHA management-type cooperative 
housing mortgages insured under section 213. 

The mortgaged premises must be located within the continental United States, 
the State of Hawaii, the Commonwealth of Puerto Rico, or the Virgin Islands 
to be eligible for purchase under the secondary market operations. 

In the interest of assuring sound operation, FNMA’‘s purchase prices, under 
the secondary market operations, are required by law to be established. from 
time to time, “within the range of market prices” for the particular class of mort. 
gages involved, as determined by FNMA. This requirement of the charter insures 
that FNMA’s prices will be consistent with those prevailing in the general see. 
ondary market for home mortgages. The Charter Act requires that FNMA’s 
purchase prices, sales prices, fees, and charges shall be such as will prevent 
excessive use of the Association's facilities and provide that the operations wil] 
be fully self-supporting. 


FINANCING OF SECONDARY MARKET OPERATIONS 


Funds required to finance the secondary market operations are, or will be 
obtained principally from: (1) The sale of debentures to the investing publi 
or (in certain circumstances) to the Secretary of the Treasury; (2) the proceeds 
of preferred stock issued to the Secretary of the Treasury; (3) the proceeds of 
common stock issued to sellers of mortgages to FNMA: (4) recoveries from port 
folio (including sales, repayments, and other principal credits) ; and (5) net 
income. 

With respect to the sale of debentures, FNMA may issue (with the approval of 
the Secretary of the Treasury) and have outstanding at any one time, obligations 
which in the aggregate do not exceed 10 times the sum of the Association's eap- 
ital, surplus, reserves, and undistributed earnings in connection with its second- 
ary market operations. Under arrangements made with the Secretary of the 
Treasury, FNMA borrows interim funds from the U.S. Treasury as they are 
needed to carry on these operations. When these borrowings aggregate a 
sufficient size that from time to time justifies offerings in the public market, 
FNMA offers debentures to the investing public and uses the proceeds to repay 
the borrowings and to finance additional purchases. Under these arrangements 
issues totaling $4,255 million, set forth in the following table, have thus far 
been offered by the Association through its fiscal agent, assisted by a recognized 
group of security dealers and dealer banks. Currently, the amount outstanding 
totals $1.64 billion. The amounts estimated to be outstanding on June 30, 1960, 
and June 30, 1961, total $2.270 billion and $3.070 billion, respectively. 
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eee) i | 4 t aie acae 

Amount | Date ofissue | Approximate term Date of | Rate of 

| ! | maturity | interest 

—_—_—— - Eee ee 1 - = = ee > _ - - = a oat ae ——— 
1 | $100,000,000 1. ..... _....------| Feb. 20,1956 | 9 months_- _....--| Nov. 20, 1956 | 3. 125 
2 | $100,000,000 ! - - - -| Aug. 20, 1956 | do....- : May 20, 1957 3. 35 
3 | $100,000,000 ! _ - ...| Nov. 20, 1956 do.. eonsle Aug. 20, 1957 3. 90 
4 | $200,000,000 ! _ _ - : Jan. 21,1957 | 8 months-.. Sept. 20, 1957 4.125 
5 | $250,000,000 !_ _- ‘ | Mar. 11,1957 | 11 months ; Feb. 10, 1958 | 4.00 
6 | $200,000,000 !_ - Apr. 10, 1957 oe | Mar. 10, 1958 | 4.10 
7 | $200,000,000 !— - ..| May 20, 1957 | ee. 2Se} Apr. 10,1958 | 4.05 
§ | $100,000,000 ! _ - June 24, 1957 do May 8, 1958 | 4. 25 
9 | $165,000,000 ! Aug. 20,1957 | ieee i July 10,1958 4.375 
10 | $20,000,000 ! Sept. 20, 1957 do Aug. 11,1958 | 4.70 
11 | $100,000,000 : Dee. 10,1957 | 74% years ‘ June 10, 1965 | 4. 375 
12 | $100,000,000 !. _- do | 10 months : | Oct. 10,1958 | 4. 20 
13 | $200,000,000 Feb. 10,1958 | 4 years Feb. 13, 1962 3.50 
14 | $150,000,000 ! do 1 year ; Feb. 10,1959 | 3.00 
15 | $100,000,000 Mar. 10,1958 | 10 years Mar. 11, 1968 | 3. 625 
16 | $150,000,000 do 5 years Mar. 11, 1963 3. 25 
17 | $100,000,000 July 10,1958 | 9 months Apr. 10,1959 | 1.65 
18 | $100,000,000 Aug. 11,1958 | 3 months Nov. 10, 1958 | 1.45 
19 | $100,000,000 do 10 months June 10,1959 | 2. 00 
20 | $100,000,000 ! Oct. 10,1958 do. Aug. 10,1959 | 3. 875 
21 | $100,000,000 Nov. 10,1958 | 5 years Nov. 12, 1963 | 4.125 
# | $100,000,000 ! Feb. 10,1959 | 8 months-~ } |} Oct. 13,1959 | 3.75 
93 | $100,000,000 ‘ do__. | 144 years June 10, 1960 | 4. 00 
24 | $100,000,000 Apr. 10,1959 | 8 months_- ; Dec. 10,1959 | 3.75 
25 | $90,000,000 do 10 years Apr. 10, 1969 4. 375 
96 | $150,000,000 June 10,1959 | 9 months Mar. 10, 1960 | 4.50 
27 | $150,000,000 # Aug. 10,1959 | 3 months Nov. 10, 1959 3. 70 
28 | $150,000,000 Sept. 23, 1959 | 2 years. Sept. 11,1961 | 5. 125 
99 | $100,000,000 Oct. 13,1959 | 6 months Apr. 11, 1960 5. 30 
30 | $200,000,000 Nov. 10, 1959 do May 10, 1960 5. 125 
31 | $200,000,000 ___ - Dec. 10,1959 | 9 months Sept. 12, 1960 5. 35 


iIndicated issues that now have been redeemed 


TERMINATION OF GOVERNMENT OWNERSHIP 


Funds of the Association’s surplus applicable to the secondary market opera- 
tions will be available to retire the preferred stock held by the Secretary of 
the Treasury as rapidly as the Association deems feasible. The Charter Act 
provides that concurrently with the retirement of the last of the outstanding 
preferred stock, the Association will pay to the Secretary of the Treasury an 
amount equal to that part of the general surplus and reserves of the Associa- 
tion (other than reserves established to provide for any depreciation in value 
of its assets, including mortgages) which shall be deemed to have been earned 
through the use of the capital represented by the preferred shares held by 
him from time to time. 

As promptly as practicable after all the preferred stock held by the Treasury 
has been retired, the law requires the Housing and Home Finance Adminis- 
trator to transit to the President for submission to the Congress appropriate 
recommendations for legislation to provide for transfer to the owners of the 
outstanding common stock of the Association the assets and liabilities in con- 
nection with, and the control and management of, the secondary market opera- 
tions in order that such operations may thereafter be carried out by a privately 
owned and privately financed corporation. 

In view of the volume of operations during fiscal years 1955 through 1959, 
and estimated offerings during fiscal vears 1960 and 1961, and the desirablility 
of providing appropriate reserves to cover losses and contingencies, no retire- 
ment of preferred stock is foreseen in the period covered by this budget. 


SUMMARY OF BUDGET PROGRAMS 


Purchases.—The price that is currently being paid by FNMA for a mortgage 
Which meets its acceptability requirements varies in accordance with the inter- 
est rate borne by the mortgage, the location of the mortgaged property, and the 
mortgagor’s equity, based on the ratio of the outstanding principal balance 
to the lesser of (1) the appraised value of the property, or (2) the purchase 
price of the property. 

In January 1956, FNMA supplemented its normal purchasing procedures 
With a “purchase option” plan whereby it will purchase acceptable mortgages 
from a seller at FNMA’s current prices in the usual manner and will also, 
concurrently, permit the seller to obtain a 9-month option to repurchase the 
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same mortages at the prices paid for them by FNMA. A seller wishing to obtain 
a purchase option is charged a fee equal to one-half of 1 percent of the unpaid 
principal amount of mortgages involved (the fee was 1 percent until June 16, 
1956) and, in addition, is required to pay the usual purchase and marketing fee 
and comply with the usual requirement that it subscribes for FNMA common 
stock. There has been thus far very limited utilization of the “purchase op 
tion” procedure ($7.5 million since its inception). 

Mortgages purchased during fiscal year 1959 totaled $310.2 million. Pur. 
chases during fiscal years 1960 and 1961 are estimated at $1.1 billion and $19 
billion, respectively. 

Sales —The FNMA sales procedure includes a provision under which prospec. 
tive purchasers may obtain reservations of specific mortgages or groups of 
mortgages, thus allowing sufficient time in which they may examine the mort- 
gage instruments and other pertinent records, inspect the collateral property, 
etc. Mortgages are made available by the Association for sale from this port- 
folio to private investors as rapidly as they can be absorbed by such investors 
after taking into consideration the effect of such activity on the mortgage 
market and upon the stability of the Association’s operations. 

Sales from this portfolio in fiscal year 1958 amounted to $393.5 million and 
$75.1 million in fiscal year 1959. They are estimated at only $5.0 million for 
each of fiscal years 1960 and 1961. This decline in sales is attributable to 
current and estimated future market conditions. 

Standby commitments.—Public Law 84-1020 authorized the Association to 
issue advance commitments in the secondary market operations only at prices 
which are sufficient to facilitate advance planning of home construction, but 
sufficiently below the prices then offered for immediate purchase as to prevent 
excessive sales to the Association pursuant to such commitments. These com- 
mitments are generally referred to as “standby” commitments. This authority 
was expanded by Public Law 86-372 to include commitments at prices which are 
sufficient to facilitate home financing, thus permitting the issuance of standby 
commitments for the purchase of mortgages on existing as well as on new 
construction. 

Standby commitments issued under this program totaled $41.1 million during 
fiscal year 1959, and are estimated at $112.0 million for fiscal year 1960 and 

280.0 million in 1961. Purchases consummated pursuant to these commitments 
are included in the total estimated purchases for each fiscal year. 

Servicing.—At the time a home mortgage is offered to FNMA for purchase, the 
seller must make arrangements for the servicing of the mortgage. As full 
compensation for the performance of the servicing duties, the servicer is per- 
mitted to retain from each full monthly installment collected an amount eqnal 
to one-half of 1 percent per annum, computed on the same principal amount 
and for the same period as the interest portion of that installment and may 
also retain the late charges, if any, paid by the mortgagor. The accounts of 
mortgage servicers are subject to examination and audit by FNMA’s audit 
staff on a periodic basis. This practice insures that the Government’s inter- 
ests are fully protected and that the provisions of the servicing agreement are 
being followed. Multifamily rental housing mortgages are serviced directly 
by FNMA. 

The average secondary market operations portfolio serviced during fiscal 
year 1959 was $1,483.7 million. It is estimated that the average portfolio to 
be serviced will be $2,086.3 million and $3,051.83 million during fiscal vears 1960 
and 1961, respectively. 
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Summary of workload and portfolio results.—The actual and estimated mort- 
gage activity under the secondary market operations, as set forth in the 
President’s budget, is shown in the following table: 





Actual, Estimate, Estimate, 
1959 1960 1961 


WORKLOAD, NUMRER OF MORTGACES 





Mortgage purchases --- 79, 500 | 72, 500 
Mortgage sales - 500 | 500 
Average number of mortgage: serviced | 184, 200 | 257, 250 

j = =| ————= —— 

PORTFOLIO RESULTS (IN THOUSANDS) 

Mortgage purchases-___.- ane Se ; $310,218 | $1,100,000 $1, 000, 000 
Mortgage sales_- an 7 ; o« sanencecees eee 75, ORY 5, 000 | 5, 000 
Mortgage repayments and other credits 54, 957 70, 000 90, 000 
Portfolio end of year. a lie Niacin ccc ceeenamutald ee 1, 573, 815 | 2, 598, 815 | 3, 503, 815 


| 


é —— - aoe _ _ 








Net effect on budget and trust expenditures.—Expenditures by FNMA for 
mortgage purchases, reduced by the amount of receipts from sales, repayments, 
other credits, and operating income, are charged for budget purposes to a trust 
account in the Treasury because of the quasi-public nature of the operations. 
Profits from the secondary market operations will similarly be held in trust 
(after payment of dividends) for the Secretary of the Treasury and for the 
private owners of the common stock. 

The net effect of the secondary market operations on budget expenditures 
arises from the Treasury’s subscription for preferred stock and from interim 
borrowings. The net effect of operations under this activity is as follows: 


Actual, 1959 | Estimate, 1960) Estimate, 1961 


Net effect on budget expenditures | $41, 531,085 $41, 531, 035 $50, 000, 000 
Net effect on trust expenditures. ___- 7 ; ; RAS 134, 018, 344 980, 373, 290 | 800, 000, 000 
| 





Operating results 


Net income.—The interest earned on mortgages in portfolio normally repre- 
sents the major portion of the Association’s income. However, in the secondary 
market operations, fees and charges, purchase discounts and gains on sales also 
comprise a substantial portion of the total income. Interest paid on outstand- 
ing debentures and on Treasury borrowings makes up the principal item of 
expense. Administrative expenses and fees for servicing mortgage also com- 
prise a substantial portion of the cost of operations. In addition to these costs, 
FNMA is required by law to pay annually to the Secretary of the Treasury a 
sum equivalent to the amount of income tax that would normally be paid by a 
private enterprise organization conducting a similar type of business. 

The following table sets out the net income before provision for Federal in- 
come tax equivalent, the amount paid for such tax equivalent, and the net in- 
come after such provision during the period covered by these estimates: 





Actual, 1959 Estimate, Estimate, 
1960 1961 


Gross income 


i . $70, 482,174 | $111, 683, 438 $166, 015, 000 
Expenses 


jupeetinedgevcuduk Sint ‘ .----| —49, 601, 087 | 88, 909, 000 = 145, 587, 000 

Income before income tax equivalent at 6 SRL ae 22, 774, 438 20, 428, 000 

Income tax equivalent be ----| —10, 852, 665 | —11, 837,000 —10, 617, 000 
| eum } a - - 


Net income after tax equivalent__. 


bs pcpariesel 10,028,422 | 10, 937, 438 | 9, 811, 000 


Retained earnings.—The net earnings from the secondary market operations 
will be used for the following purposes: (1) Payment in lieu of Federal income 
taxes; (2) payments of dividends on the outstanding shares of preferred and 
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common stock; and (3) retention in the general surplus account of the 
Association. 

The following table sets out the provisions for dividends and the cumulatiye 
retained earnings at the end of the 3 fiscal years covered by these estimates, 


Actual, Estimate, Estimate, 
1959 1960 1961 

Net income after tax equivalent $10, 028, 422 $10, 937, 438 $9, 811, O00 
Provision for dividends: 

Preferred stock ? 300, 000 2. 645. 000 3, 510, 000 

Common stock 856, 297 500, 000 2, 104, 000 
Net income after provision for dividends 6, 872, 125 6, 792, 438 4, 197, OO 
Retained earnings, end of year 17, 129, 206 23, 921, 644 28, 118, 644 


FINANCIAL SUMMARY 


Mr. Tuomas. You have a special table showing your income. Can 
you put your finger on it right quickly? It shows your income by 
years as well as your profit and expenditures. Put your finger on tt 
right quick. 

Mr. Hann. That would be page B-9, sir. That should be it. 

Mr. Tuomas. No, that is not it. It does not look right. 

Mr: Hanp. It is the financial summary. I think I know what the 
chairman is talking about. What about page E-4, sir? 

Mr. Tuomas. Yes: we shall insert page K—4 of the justifications 
into the record at this point. 

(The page referred to follows :) 

The following table shows FNMA’s income and expense since its transfer to 
the Housing and Home Finance Agency : 


Ir 
I 
} Expense Net ir I Inc | » | Netae 
1 S58 $ 8 eo) 5 1Q57 ¢ $ 
195% 75.9 47 RR 1958 au } 3] 
105 s ; 33.8 1 ; t is 
54 5 9 ] x 
F 4 9.9 4 ¢ 1961 18 9 
195 2.8 76.3 
Ir Fede ‘ 1 t NMA ( I 


Retained earnings 

Prior to its transfer from the Reconstruction Finance Corporation on Septem- 
ber 7, 1950, the Association paid dividends of $30.5 million to that Corporation 
After its transfer to HHFA, but prior to the close of fiscal year 1955, the Associa- 
tion paid dividends of $133.9 million for return to the Treasury; during fiscal 
years 1956 through 1959, dividends paid to the holders of common and preferred 
stock totaled $8.2 million and payments to the Treasury from earnings of the 
special assistance functions totaled $2.6 million. The budget estimates contem- 
plate that $4.1 million and $5.6 million will be paid in dividends to stockholders 
during fiscal years 1960 and 1961, respectively. The following table summarizes 
net income, accumulated reserves, and dividends of FNMA since its transfer 
to HHFA. 


1951 
1952 
1953 
1954 
1955 
1956 
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{In millions] 



























—V— : _ 1 j — 4 
Fiscal year Net Retained Divi- || Fiscal year Net | Retained; Divi- 
income | earnings dends income | -arnings dends 
i i ae F af 
| 1} 
Nl conies | $22.5 $34.0 RIE oes Soe nce $42.9 | $100. 8 | $1.4 
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Sd. bieen tans 25.2 | 30. 4 . 5 || 1960 (estimate) _.__- 43.3} 211.6 4.1 
34.6 23.3 71.8 || 1961 (estimate) ___- 25. 6 | 231. 6 5. 6 
1956.....-.- | 36. 59. 5 .4 || 
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Mr. Tuomas. This shows from fiscal year 1951 through fiscal yea 
1961 your income and your expense. It shows your net income, ‘aa 
it shows for 1959 that you had an income of $199,300,000 and your 
expenses were $150,600, 000. In other words, you made $48,700, 000 on 
the limitation expense of how much? Was that figure $5,600,000? 

Mr. Hanp. I believe it was $5,650,000. I believe that was the total 
limitation. 

EXPENSES NOT UNDER LIMITATION 


Mr. Tuomas. What are your objects of expenses outside the limita- 
tion ? 

The servicing of your mortgages is one-half of 1 percent. 

How many are there? 

Mr. Hanp. I will have to get that for you, sir. 

Mr. Tuomas. What are your other expenses? 

Mr. Hanp. We have interest, too. 

Mr. Tuomas. Yes, you have your interest and you pay a little tax ? 

Mr. Hanp. Yes, sir. 

Mr. Tuomas. And, you have four or five other items. There are 
properties which you do have to take over and service. 

Mr. BavcuMman. That is insignificant. The other largest expenses 
are our fiscal agents and our attorneys’ fees. 

Mr. Tuomas. Do you have an approximate idea as to what that 
amounts to? Of course, we could do a little quick arithmetic based 
upon your income and your expense and deduct from that your limita- 
tion expense and there it is, is it not ¢ 

Mr.Hanp. It is pretty close to it ; yes, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Hann. We will supply that for the record, Mr, Chairman. 

(The information requested follows :) 


Itemization of expenses, fiscal years 1959, 1960, and 1961 


1959 actual | 1960 estimate | 1961 estimate 


Interest expense - $114, 809, 763 | $184, 751, 000 $254, 480, 000 
Fees for servicing mortgages . 18, 411, 928 23, 682, 000 | 29, 087, 000 
Federal income tax equivalent_ 10, 852, 665 11, 837, 000 10, 617, 000 
Provision for losses y 688, 136 820, 000 660, 000 
Miscellaneous expenses (including fiscal) -- ; 255, 605 225, 000 225, 000 
Administrative expenses: 
I i nin cae ; 5, 467, 116 6, 310, 000 6, 650, 000 
Other 
Legal services on contract or fee basis- 37, 137 166, 000 73, 000 
Depreciation, administrative equipment 49, 416 50, 000 | 59, 000 
Adjustments affecting prior years limitation -_- | —i, 668 


IN inn tine debndbumunnanessencenean 159, 570,098 | 227, 841, 000 301, 842, 000 
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MECHANIZATION OF SERVICING 


Mr. Baveuman. Mr. Chairman, before you proceed let me say 
word about the servicing operation which you brought up a while 
ago. You remember we raised this question several years ago about 
the servicers and what we should do about them, and it was estimated 
at that time that it wou!d take about 1,000 new employees in the Fed. 
eral service. The question was whether the proper thing to do was to 
let the people now in business do the job. 

Mr. Tuomas. Yes. We think they will do it a whole lot cheaper 
than the Government can—at least 15 percent or at least 17 percent 
cheaper. I have never seen an operation yet that industry could not 
do from 10 to 15 percent cheaper than the Government. 

But, the question is whether or not this operation is ideally set up 
for mechanized equipment. No doubt it is. 

Mr. Bavcuman. We do have mechanization in our offices now, Mr, 
Chairman. 

Mr. Tuomas. Not all of your offices now ? 

Mr. BaucuMan. Yes,sir; we have. 

Mr. Tuomas. I doubt if there is anything which can be done further 
about it. 

Mr. Bavenman. That is the reason we are able to hold the number 
of people down as well as we have. 


SprecraL Assistance FuncrTions 


Program and financing 





1959 actual 1960 estimate | 1961 estimate 


Program by activities 
Operations: 


1. Mortgage servicing fees : ie $1, 819, 246 $5, 250, 000 $6, 330, 000 
") 17 


2. Interest on Treasury borrowings F 17, 683, 234 58, 189, 000 73, 525, OO 
3. Other obligations.....____- : ; 1, 692, 756 1, 321, 000 1, 365, 000 
Total operations. _.......__- Po, is, CS Pee 21, 195, 236 64, 760, 000 81, 220, 00 
Capital outlay: 4. Mortgage purchase commitments: 
Armed services housing_. 20, 634, 360 30. 000. 000 15, 000, 0 
Cooperative housing 26, 340, 300 20, 000, 000 25, 000, 000 
Low-cost housing ($13,500 or less 588, 783, 775 
Urban renewal and relocation housing s 209, 077, 699 257, 399, 468 362, 350, 000 
Housing for the elderly 20, 726, 554 40, 000, 000 50, 000, 00 
Other... ; 11, 503, 649 12, 000, 000 4, 000, 000 
Total capital outlay as : aie 877, 066, 337 359, 399, 468 456, 350, 000 
Total program (obligations ; 898, 261, 573 424, 159, 468 537, 570, 000 
Financing 
Amounts becoming available: 
Authorization to expend from public debt receipts 
Based on existing legislation . 25, 000, 000 
Based on proposed legislation 150, 000, 000 
Revenue and receipts 
Mortgage loan repayments and sales 19, 069, 178 54, R85, 000 64, 790, 00 
Interest on mortgage loans 24, 508, 817 68, 365, 000 87, 215, 00 
Commitment fees 6, 485, 471 ; 7, 000 2, 950, 000 
Purch ase and marketing fees and other receipt 7, 439, 638 800, 000 1, 885, 000 
Recovery of prior year obligations 121, 303, 023 104, 766, 000 35, 300, 000 
Total amounts becoming available 178, 896, 127 260, 023, 000 342, 140,000 
Unobligated balance brought forward (authorization to 
expend from public debt receipts) -- 1, 415, 938, 713 665, 558, 229 476, 421, 761 
Total amounts available 1, 504, 834, 840 925, 581, 229 818, 561, 761 
Unobligated balance carried forward (authorization to ex ; 
pend from public debt receipt 665, 558, 229 |—476, 421, 761 257, 991, 761 
Unobligated balance no longer available (authorization to 
expend from public debt receipts) -. ; 31, 015, 038 | —25, 000, 000 23, 000, 000 
Financing applied to program___........-- senate 898, 261, 573 424, 159, 468 537, 570, 000 
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JUSTIFICATION OF THE EstTIMaATE 


Mr. Tuomas. At this point in the record we shall insert pages C-1 
and 2 of the justifications. 
(The pages referred to follow :) 


Spe cial assistance functions—All programs (submitted wnder the Government 
Corporation Control Act) 


[Dollars in thousands] 


| 1959 actual | 1960 estimate | 1961 estimate 


a —_—___ ——_—___—_— —— 





Mortgages on hand, start of fiscal year diciaee sie maeatle eked 2 $164, 221 $1, 211, 083 $1, 698, 083 
Purchases during fiscal year... Se ee ‘ cagctenal 1, 066, 054 542, 000 318, 000 
Sales of mortgages during fiscal ye: ur does 8, 938 | 5, 000 | 5, 000 
Repayments and other credits during fiscal year. Se 10, 254 | 50, 000 | 60, 000 
Mortgages on hand, end of fiscal year ieee anaaeeiel 1, 211, 083 | 1, 698, 083 1, 951, 083 
Commitments on hand, start of fiscal year.__- Saeed ...| 11,084,000 758, 491 | 477, 125 
Commitments issued during fiscal year -| 877, 064 | 359, 400 | 456, 350 
Purchases from commitments and commitments c: anceled | | | | 

during fiscal year a ee 1 1, 202, 573 | 640, 766 348, 500 
Commitments on hand, end of fiscal year. _- 758, 491 | 477, 125 | 584, 975 
Purchase and commitment authority on hand at the end of | | 

the fiscal year..........._-- Spe Dhean ores ee | 680, 426 499, 792 288, 942 


1 Includes $16,338,000 in set-asides. 


Special assistance functions—Presidential authorization (submitted under the 
Government ( orporation Control Act 


[Dollars in thousands] 





1959 actual | 1960 estimate | 1961 estimate 





Mortgages on hand, start of fiscal year..............-_..-.-.-- $46, 476 $140, 097 | $297, 102 
Purchases during fiscal year Sic coe onsets digi i trent ielisiixed clashes 99. 905 172, 000 | 263, 000 
Sale of mortgages during fiscal year_..........--- ll eee | 4, 059 5, 000 | 5, 000 
nn (rrr Skt Oe... sacmuneeeaunsgebinaem 2, 225 9, 995 | 13. 100 
Mortgages on Band, end of fiscal yeer...........<~-...-cee.--- 140, 097 | 297, 102 | 542, 002 
Commitments on hand, start of fiscal year_.._.____- etches 72, 326 282, 210 | 417, 625 
Commitments issued « juring fiscal year- 241, 310 | 309, 400 | 416, 350 
Purchases from commitments and commitments canceled | | 

during fiscal year - Latent tataini nhac 131, 426 173, 985 290. 500 
Commitments on h and, end of fiscal ye par 282, 210 | 417, 625 543, 475 
Purchase and commitment authority on hand at end of the A | 

fiscal year. saibip bali cadbiha tabi chotitane . aia oie -| 527, 693 | 235, 273 | 14, 523 


Mr. Tuomas. This is your special assistance program ? 

Mr. Baucuman. Yes, sir. 

Mr. Tuomas. You have mortgages on hand or had on hand for 
1959 $164,221,000 and the estimate for 1960 was $1,211,083,000. That 
goes up in 1961 to $1,698,083,000. 

Mr. Hanp. That $1,211 million, sir, was what we actually started 
out the beginning of the fiscal year with. 

Mr. Tuomas. Now these are your presidential authorizations where 
the President is given authority to do certain things? 

Mr. I1anp. Yes, sir. 

Mr. Tuomas. At this point I want to insert your special assistance 
functions. There are eight or nine subheads under your introductory 
remarks. 

Put your finger on them. 

Mr. Hanp. Is that page C-9 you are thinking about? 
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Mr. Tuomas. Well, let us see if it is. That is a good, short table 
and we shall put that in the record. Place into the record the bottom 
half of page C-9. 

(The page referred to follows :) 

The following table shows actual or estimated commitments and purchases 


during fiscal years 1959, 1960, and 1961; also is shown the amount of authorizg- 
tion available at the end of each fiscal year. 


[In millions] 


—— 


Actual, Estimate, Estimate, 
19459 1060 1961 
New commitments 
1. Urban renewal $209. 1 $257. 4 $382.4 
2. Housing for the elderly 20.7 40.0 5 
3. Alaska, Guam, and disaster 11.6 12.0 40 
4. Armed services housing 20.6 30.0 15.0 
5. Cooperative housing 26.3 20.0 95 f 
6. Low-cost housing ($13,500 or less—Program No. 10 OBO 1... -- 22 cnccl ee 
Total commitments 877. 1 359. 4 456.4 
Authorization available, end of fiscal year ___- 680. 4 199, 8 IRR § 
Purchases 
1. Urban renewal saath ihe hcdnctios ; $1.8 145. 0 25 
2. Housing for the elderly 7.3 a). { 30) 
3. Alaska, Guan, disaster, and other 10.8 7 © g 
4. Armed services housing- -. 265. 7 120. ( 25 ( 
. C ooperative housing ‘ 43.8 A). { %) 
6. Low-cost housing ($13,! 500 or less—Program No. 10 656. 7 20. 0 
Total purchases a , ‘ 1. 066. 1 542.0 218 4 


Mr. Tuomas. However, you spell out these programs with a lot 
of good, crisp, short words. 

Mr. Hanp. On the assumptions for that program, Mr. Thomas, I 
think that is on the bottom of page A-3. 

Mr. THomas. Yes. At this point place into the record the bottom 
half of A-4 and the top of page A—5 because that. sets out your special 

assistance functions in a narrative form and it is quite clear. Insert 
it at this point in the record. 

(The pages referred to follow :) 

Special assistance functions 

(1) During the period covered by these estimates, there will be insufficient 
obligational authorization available for programs under Presidential determina- 
tion; $150 million of new authorization will be required during fiscal year 1961 
primarily to meet the needs of the urban renewal and elderly persons special 
assistance programs; 

(2) FNMA will assist in financing 70 percent of all section 220 mortgages 
and 100 percent of all section 221 mortgages issued by FHA in the urban 
renewal program ; 

(3) Approximately $40 million and $50 million will be used during fiscal years 
1960 and 1961, respectively, to provide financing of the housing program for 
elderly persons; 

(4) The need for FNMA special assistance in connection with the financing 
of Alaska, Guam, and disaster housing mortgages will not require additional 
authorization ; 

(5) No additional authorization will be requested for armed services and 
related types of housing during the period covered by these estimates; 

(6) No additional authorization will be requested for cooperative housing 
during the period covered by these estimates ; 

(7) No additional authorization will be requested for low- and moderate 
priced housing during the period covered by these estimates ; 

(8) The volume of mortgage purchases estimated for fiscal year 1960 ($542 
million) will be approximately half of the 1959 volume ($1,066.1 million) ; pur- 
chases in fiscal year 1961 are estimated at $318 million ; and 
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(9) Sales will be made from this portfolio in an estimated amount of $5 
million in‘each' of fiscal years 1960 and.1961. 


MANAGEMENT AND LigumaTiInG Funcrions 


Program and financing 


_———  - - - 


} oa \ 
1959 actual 


Program by activities: 
Operations: 
Mortgage servicing fees ; ae oe 
Interest on borrowings from the public_____ 
Other-.. : 
Interest on Treasury borrowings 


Total operations 
Capital outlay: 
Mortgages purchased from Public Housing Adminis- 
tration, -Public Law 86-372 
Administrative furniture and equipment 


Total program (obligations) .................._._-- 
Financing: 
Amounts becoming available 

Mortgage loan repayments 

Sale of administrative property 

Interest on mortgage loans. 

Interest on U.S. securities 

Transfer from revolving fund (liquidating programs) 
pursuant to Public Law 86-372... 

Other revenue 


Revenue and receipts 


Total amounts becoming available 
Tnobligated balance brought forward 
Cash. 
Investment in. U.S. securities: Federal Housing Ad- 
ministration debentures ; 

Total amounts available : 
“nobligated balance carried forward: Investment in U.S 
securities (Federal Housing Administration debentures) 
Unobligated balance no longer available (authorization to 

expend from public debt receipts) __- 


T 


Financing applied to program ___.. 


_| $9, 605. 938 

_..| 28.903, 785 | 
pe 2, 240, 474 | 
27. 606. 410 | 


68, 356, 607 | 


47, 615. 


68, 404, 222 | 


188, 101, 051 
4 811 

89, 046, 996 
1, 104, 372 

” 137, 951 
278, 395, 181 
390, 386 


42, 297, 450 


321, 083, 017 | 


—37, 509, 622 
|—215, 169, 173 


68, 404, 222 


$8, 000, 000 


29, 000, 000 | 


2, 308, 737 


22. 700. 000 | 


62, 008, 737 


160,000, 000 


60. 000 


222, 068, 737 


505, 000, 000 
5, 000 

75, 850, 000 
1, 400, 000 


60, 000 
6, 825, 000 


589, 140, 000 


37, 509, 622 


626, 649, 622 


— 38, O09, S85 


— 366, 481, 000 


222, 068, 737 


| 
| 1960 estimate | 1961 estimate 


|——————- 
| $7, 500, 000 
39, 100, 000 
| 2, 028, 000 
15, 575, 000 
| 64, 203, 000 


50. 000 
64, 253, 000 


165, 000, 000 

5, 000 
68. 000, 000 
1, 200, 000 


125, 000 


234, 330, 000 


38, 099, SSH 


272, 429, 885 


| —33, 176, 885 


| —175, 000, 000 


| 64, 253, 000 


Mr. Tuomas. Let us take a look at your management and liquidat- 


ing program. 
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JUSTIFICATION OF THE ESTIMATE 


At this point in the record we shall insert pages D-1 and D-2 of 
the justifications into the record. 
(The pages referred to follow:) 


Manaae ment and liq tidation functions, submitted under the Government Cor poratioy 
Control Act 
[Dollars in thousands] 


1959 actual | 1960 estimate | 1961 estimate 
Mortgages on hand, start of fiscal year__--_- $2, 232, 885 $2, 044, 785 $1, 699, 785 
FHA-insured mortgages. -_-_- se 775, 119 718, 128 669, O78 
V A-guaranteed mortgages 1, 420, O89 1, 290, 343 840), 893 
Direct mortgages and DHC notes 37, 677 36, 314 34, 814 
PHA mortgages : ‘. : 155, 00K 
Purchases during fiscal year___- . 60, 000 
FH A-insured mortgages... 
V A-guaranteed mortgages 
Direct mortgages and DHC notes 
PHA mortgages ‘ ; 160, 000 
Sales of mortgages to private investors cn 3, 970 335, 000 
FHA-insured mortgages - --. 3, 236 
VA-guaranteed mortgages. _- : 734 335, 000 
Direct mortgages and DHC notes____- 
nt cuearen 
Repayments and other credits......_._- etee 184, 130 170, 000 165, 000 
FHA-insured mortgages. .............-. ; 53, 755 49, 050 44, 55 
VA-guaranteed mortgages. _- ; —— 129, 012 114, 450 103, 95¢ 
Direct mortgages and DHC notes... ‘. 1, 363 1, 5M 1, 
Pas morqqupes. 2... ... 5.2... we cease 5, 000 15, 000 
Mortgages on hand, end of fiscal year__....._____-- ears 2, 044, 785 1, 699, 785 1, 534, 785 
FHA-insured mortgages___....... : : ; 718, 128 669, O78 624, 528 
VA-guaranteed mortgages ‘ 1, 290, 343 840, 893 7 : 


Direct mortgages and DHC notes F ——_ : 36, 314 34, 814 
PHA mortgages_.....-- a a a a acl a i a 155, WOO 





MANAGEMENT AND LIQUIDATING FUNCTIONS 


Sections 301(c) and 306 of the FNMA Charter Act, as amended, require the 
Association to manage and liquidate its portfolio of mortgages (acquired under 
contracts made prior to Nov. 1, 1954, or subsequently from HHFA or any HHFA 
constituent agency) in an orderly manner, with a minimum of adverse effect 
upon the residential mortgage market and minimum loss to the Federal Govern- 
ment. Liquidation is accomplished through regular repayments of mortgages 
according to their amortization schedules, sales of mortgages to private inves 
tors (with due regard for the effect such transaction would have on the mort- 
gage market and the financial stability of the operations), and other principal 
credits arising from prepayments, foreclosures, and conveyances in lieu of fore 
closure. 

The portfolio of the management and liquidating functions consists of FHA- 
insured or VA-guaranteed mortgages and mortgages or loans acquired from the 
Public Housing Administration and other agencies of the Federal Government. 

Section 306 of the Charter Act was amended by Public Law 86-372 to permit 
the Association to make commitments to purchase and to purchase, service, or 
sell any mortgages offered to it by the Housing and Home Finance Administra- 
tor or the Housing and Home Finance Agency, or by such Agency’s constituent 
units or agencies or the heads thereof, after such Administrator has found the 
acquisition thereof by the Association to be in the interest of the efficient man- 
agement and liquidation of the mortgages. Such mortgages as are acquired by 
the Association pursuant to these provisions will be liquidated in the same man- 
ner as the previously acquired portfolio. 
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The Charter Act provides that, to the maximum extent and as rapidly as pos- 
sible, private financing will be substituted for Treasury borrowings otherwise 
required to carry mortgages held in this portfolio and to that end the Associa- 
tion is authoized to issue notes or other obligations for sale to private investors. 
The proceeds of any such private financing are required to be paid to the Treas- 
ury in reduction of the Association’s outstanding indebtedness. 


ORIGIN AND CHARACTER OF THE PORTFOLIO OF THE MANAGEMENT AND LIQUIDATING 
FUNCTIONS 


As explained in the introduction to this justification, FNMA was initially char- 
tered in 1938 to provide a secondary market facility for FHA-insured mortgages; 
its field of activity was subsequently expanded to include VA-guaranteed home 
joans and loans acquired from other Federal Government agencies. The FNMA 
portfolio, which will be managed and liquidated pursuant to sections 301(c) and 
306 of the Charter Act, as amended, is the net result of the Association’s activity 
during almost 22 years of operation. 

Mr, Tuomas. Under mortgages on hand at the beginning of fiscal 
year 1959 you have a total of $2,232,855,000, and on hand at the be- 
ginning of 1960 that total was $2,004,785,000, and at the beginning of 
1961 your estimate is that it will be $1,699,785,000. 

Mr. Baucuman. And, at the end of the year we had—— 

Mr. Tuomas. I remember it was $6,989 million. 

Mr. BaucuMan. That is correct. That includes commitments out- 
standing and the portfolio for all programs for 1960. 

Mr. Triomas. Mortgages on hand at the end of the fiscal year in- 
cluded FHA-insured mortgages, VA-guaranteed mortgages; direct 
mortgages and DHC notes as well as PHA mortgages. You do not 
have anything set up for PHA mortgages for 1960. 

Under public housing you have $160 million, and your sales do not 
look this good. 

Mr. BaucuMan. Under the management and liquidating functions 
that is true. That is made up of 4- to 414-percent mortgages 

Mr. Tuomas. It ought to . reiterated at this point that still your 
big expense is not what you are buying and selling but you are servic- 
ing that tremendous number of 650,000 mortgages. 

Mr. Baucuman. We had 584,000 at the end of December last year— 
December 31, 1959. 

Mr. Tuomas. And it looks like for the next 6 or 8 months you will 
have about that number on hand ¢ 

Mr. BaucuMan. Yes, sir; we will and more probably. 





MORTGAGE SALES 


Mr. Ruopes. Mr. Chairman, before you leave that point, why do 
you think, Mr. Baughman, your sales are going to be so poor in the 
hext 2 years ¢ 

Mr. Baucuman. Well, it is generally true that whenever the market 
tightens up and we are making new mortgage purchases that we do 
notmake many sales. I think that is just good logic. 

Mr, Ruopes. How can you make sales? Are you allowed to sell at 
adiscount ¢ 

Mr. Baucuman. We purchase mortgages at prices below par, de- 
pending upon what the market happens to be at the time. We make 


| 4 complete search of the market, each and every market, and study 


the market to determine what the prices are. 
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Mr. Tuomas. Off the record. 

( Discussion off the record.) 

Mr. Ruopes. I want to get the second-part: ofthe question nowy 
about what you do when you make a sale. 

Are you authorized tosell below par also ? 

Mr. Bavecuman. Yes; we have complete authority to sell at any 
price we want, but we cannot very well sell too many below what | 
we paid for them. 

Mr. Ruopes, That is night. You have an inventory of mortgages 
and you must have paid varying prices for these mortgages which | 
you have in the inventory # 

Mr. Bauvenman. Yes, sir. 

Mr. Ruopes. Do you, from time to time, go through the mental 
process of saying, “Well, I have some mortgages here th: at I paid 93 
for and I can get 94 for them now. I will-sell-some of them”? 

Mr. Baveuman. If there is a market, that is correct. In other 
words, we are always in the market to sell mortgages and we should 
be buying and selling all the time. 

Mr. Ruopes. All right. What you are saying is that you do not 
expect to have normal conditions mn the next 2 years which will allow 
you to sell mortgages which you have in the inventory at a price which 
is equal to or more than the price you paid for the mortgages? 

Mr. Baveuman. That is right. 

Mr. Ruopves. Therefore, you must expect the money market to go 
up and, therefore, the price on mortgages to go down ? 

Mr. Baveuman. I can answer it another w: ay, Congresman: In | 
other words, these people who would buy the mortgages- whic +h would 
be savings banks, insurance companies and, perhaps, a few local 
institutions—aunless they get money or acquire money through sav- 
ings and have some surplus of funds—they cannot buy mortgages at 
a better adv antage than what we have to offer them—we sell “them 
mortgages at that time. 


INTEREST RATES AND YIELDS 


Mr. Ruopes. I notice on your last sale of debentures you were up 
to—4.875 I think it was? 

Mr. BaucuMan. Yes, sir, that is correct. 

Mr. Ruopes. Actually, the mortgages which you have in the port- 
folio probably do not yield more than that, do they ? 

Mr. Bavcuman. Our yields on our mortgages in the portfolio run 
somewhere in the neighborhood—including the amortization, some- 
thing like 4.67 

Mr. Ruopes. Actually, we will have a budgetary expense, perhaps 
next year, which might be equal to the difference between the amount 
you pay on your debentures and the amount you receive from the 

sale of the mortgages ? 

Mr. BavucuMan. In our operations, Congressman, you have to bear 
in mind that some of our debentures were sold at times when interest | 
rates were low. At the same time mortgages were bought at low in | 
terest rates. So, we average them out. Our cost of money under the | 
debentures would average somewhere in the neighborhood of 4.50 or | 
4.55. 
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Mr. Ruoprs. Those debentures were pretty short term, as I recall. 

Mr. Hann. Page B-5 carries a listing of them. 

Mr. Baucuman. We attempt, when ‘the market is right, to finance 
at as low a rate as we can and our debentures are split into what 
we call short-term, medium-term and long-term debentures. There 
are $750 million in short term, and I do not recall the exact amounts 
in the others. 

Mr. Ruopes. You are not likely to make very much in the way of a 
profit in the next couple of years, are you? 

Mr. BaueuMan. With high interest rates, our profits will be re- 
duced ; that is correct. 

Mr. Ruopes. Thank you. 


MORTGAGE-BOND EXCHANGE 


Mr. Yates. With respect to Mr. Rhodes’ point, your return will 
probably be much less now that you have got the Government bonds 
inexchange for the mortgages ? 

Mr. BaucuMan. No. As we receive the Government bonds, we turn 
them into the Treasury and they cancel the bonds and cancel the notes 
that we carry. 

Mr. Yates. I am talking about the swapping discount. 

Mr. BavcuMan. That is what I am talking about. In other words, 
we give mortgages and we get 234 percent bonds and we turn them into 
the Treasury and the Treasury reduces the amount of the notes that 
we owe the Treasury for the mortgages. 

Mr. Yates. That is true, but what was the interest rate on the 
mortgages that were withdrawn? 

Mr. BavecuMan. Four percent. 

Mr, Yates. Four percent? So, you will lose that amount of in- 
terest; and Mr. Rhodes” point becomes more valid, does it not? 

Mr. Bavucuman. On future income you would lose some. 

Mr. Tomas. You avoid the service charge but you still lose that 
one-half of 1 percent, do you not? 

Mr. BaueuMan. That is right. We net 3% percent and there is 
a difference between 234 and 314; but that is true of any mortgage 
you sell. 

Mr. Ruopes. Off the record. 

(Discussion off the record. ) 


FrvancraL Summary or ALL Programs 
Mr, Tuomas. Let us put your summary table into the record which 


appears on pages E-1 through 3 of the justifications. 
(The pages referred to follow :) 


53225—60—pt. 2——-69 
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FINANCIAL SUMMARY OF ALL PROGRAMS 


The three chapters immediately preceding this summary have set forth jy 
detail the programs for which separate accountability is required by the charter 
act. A consolidated tabulation of total Association activities for 1959 ang 
estimated for 1960 and 1961 is presented below for convenience in considering 
FNMA’s consolidated administrative expense limitation for fiscal year 1961, 


{In thousands] 


Actual, Estimate, Estimate, 
1959 1960 1961 
ee — erin 
Mortgage purchases | 
Secondary market operations $310, 218 $1, 100, 000 $1, 000, 000 
Special assistance functions 1, 066, 054 | 542, 000 | 318, 000 
Management and liquidating functions 160, 000 La 
Total purchases._._.......-. coca 1, 376, 272 1, 802, 000 1, 318, 000 
Mortgage sales: 
Secondary market operations 75, 089 5, 000 | 5, 000 
Special assistance functions 8, 938 5, 000 | 5, 000 
Management and liquidating functions 3. 970 335, 000 
Total sales 87, 997 345, 000 10, 000 
Repayments and other credits 
Secondary market operations s 54, 957 70, 000 | 00, 000 
Special assistance functions 10, 254 50, 000 60, 000 
Management and liquidating functions 184, 130 170, 000 165, 000 
Total repayments and other credits 249, 341 290, 000 315, 000 
Mortgages on hand, end of year: 
Secondary market operations 1, 573, 815 2, 508. 815 | 8, 503, 815 
Special assistance functions 1, 211, 083 | 1, 698, 083 1, 951, 083 
Management and liquidating functions 2 2, 044, 785 1, 609, 785 1, 534, 785 
Total mortgages on hand ee a 4, 829, 683 5, 996, 638 6, G89, 683 


As shown in the table, the amount of mortgages purchased during the current 
year is substantially greater than purchases during 1959. The amounts of 
mortgages to be purchased in 1961 are estimated to decrease somewhat from the 
1960 level. This is attributable to a substantial reduction in the volume of 
purchases for the special assistance functions, the completion of the PHA 
mortgage-purchasing program in the management and liquidating functions, and 
a moderate reduction of purchases in the secondary market operations. 

The reduction in purchasing activity is accompanied by a decrease of mortgage 
sales during fiscal year 1961, resulting in a net increase in the volume of mort- 
gages to be serviced, as indicated by the net portfolio increase during the eourse 
of the year. 

Mortgage sales contemplated from the portfolio of the secondary market 
operations and the special assistance functions are estimated at $5 million each 
during both of fiscal years 1960 and 1961. No sales are contemplated from the 
management and liquidating functions portfolio during fiscal year 1961, but sales 
(exchange of mortgages fer Treasury bonds) in the amount of $335 million are 
contemplated for the current fiscal year. 

The amount of mortgages on hand in the combined portfolio at the end of 
each of the 3 fiscal years covered by these estimates shows a substantial increase 
over the portfolio on hand at the start. The portfolio will increase from $3,7908 
million on July 1, 1958, to an estimated $6,989.7 million on June 80, 1961, an 
increase of $3,198.9 million—or $1,038.9 million in 1959, $1,167 million in 1960, 
and $993 million in 1961. This increase in the size of the portfolio will sub- 
stantially increase the servicing workload of the Association. 


FINANCING 


As detailed in the program analyses in the preceding chapters, the operations 
of FNMA are financed through a variety of methods, including borrowing from 
the public and the Treasury and subscriptions to capital stock by the public and 
the Treasury. 
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The following table shows the net results of the major types of financing 
undertaken during the period covered by these estimates: 


[In thousands} 


—_- : 3 eT a ae 


1959 actual /|1960 estimate 11961 estimate 


—_—_—— - —— — -- = = — -- — —--— — _ _ - -— | -—-- ——-———— 


Stock subscriptions: 


Preferred stock (by the Secretary of the Treasury) ; oad $50, 000 
Common stock (by sellers of mortgages) $6, 410 | _$22,8 870 20, 870 
Borrowing: 


From Treasury (net): 
Secondary market operations | 41, 531 41,83} ||. ....-.. 
Special assistance functions. _- = : 1, 015, 847 462, 000 | 230, 000 
} 


Management and liquidating functions —208, 749 — 366, 400 | —118, eo 
Net borrowings from Treasury. --- ' 848, 629 | 54, 069 55, 000 
From the public (net): | 
Secondary market operations. __ 125, 000 980, 000 800, 000 
Total net financing-_.______- 980, 039 | 1, 056, 939 | 925, 870 





NET EFFECT ON BUDGET AND TRUST EXPENDITURES 


The operations of the special assistance functions and the management and 
liquidating functions are eonducted solely for the acount of the Government 
and all the benefits and burdens of these programs inure to the Secretary of 
the Treasury. Transactions under these functions are charged to budget ex- 
penditures. In view of the quasi-public nature of the secondary market oper- 
ations, the transactions of that function are charged to trust expenditures; 
however, the net Treasury financing of that program is treated as a budget 
expenditure. 

The table which follows summarizes net budget and trust expenditures of 
FNMA’s three programs. 

{In thousands] 





1959 actual Ec 1960 estimate iat 1961 estimate 
Net budget expenditures: 


Secondary market operations. sr $41, 531 | —$41, 531 | $50, 000 
Special assistance functions. ---- a dae snbsades 1, 015, 076 | 462, 000 230, 000 
Management and liquidating functions. ____- eee ekcab ee Es — 214, 870 | —364, 611 | — 169, 000 
Total budget expenditures__..__.-- ee 841, 737 55, 858 | 111, 000 

Net trust expenditures (seeondary market ope srations) sie 134, 018 980, 373 800, 000 


NET INCOME AND RETAINED EARNINGS 
Net income 

The principal source of income to FNMA are from interest earned on mort- 
gages in its portfolio, commitment fees, and purchase and marketing fees (in 
fiscal year 1960 there will be premiums resulting from liquidation of mortgages 
from the management and liquidating portfolio under the mortgage-Treasury 
bonds exchange procedure). Expenses are (1) interest on borrowed funds, (2) 
administrative expenses, (3) fees for servicing mortgages, and (4) payment 
of income tax equivalent. The latter item of expense occurs only in the sec- 
ondary market operations, Other minor items of income and expense are taken 
into account in computing net income for each fiscal period. 


SERVICING WORKLOAD 


Mr. THosas. These are really good. Gentlemen, listen to this: 


The amount of mortgages on hand in the combined portfolio at the end of 
each of the 8 fiscal years covered by these estimates shows a substantial in- 
crease over the portfolio on hand at the start. The portfolio will increase from 
$3,790,800,000 on July 1, 1958, to an estimated $6,989,700,000 on June 30, 1961, 
an increase of $3,198,900,000—or $1,038,900,000 in 1959, $1,167 million in 1960 
and $993 million in 1961. This increase in the size of the portfolio will sub- 
stantially increase the servicing workload of the Association. 
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That is the main point to remember, is it not / 

Mr. BaucuMan. Yes, sir. 

Mr. THomas. Gentlemen, we have already put in your net income 
showing where in 1959 you made $48, 700,000 and in 1960 it looks like 
you will make $43.300,000. Your estimate for 1961 is $25.6 million. 

As the money goes up, your earnings go down, as you have already 
put in the record. 


PERSONAL SERVICES 


Mr. Tuomas. At this point in the record we shall insert pages G-1 
through 3 of the justifications. 
(The pages referred to follow :) 


Pe rsonal services 


1959 actual | 1960 estimate | 1961 estimate 


| EE ener mess 843 | 964 | 


| | oe 
Annual salary ---...-- Jo-eoeenirares | $4,671,330 | $5,447,714 $5, 466, 328 
Man-years.__-_- : 761.3 R69. 8 911.1 
ROE 2 5d. Skies nes idkndee oases Sapte Michal more $4, 362, 812 $4, 981, 100 $5, 258, 400 


77 2 


These estimates represent an increase of $277,300 in personal services cost and 
41.3 in man-years in fiscal year 1961. These estimates are based on the amounts 
requested to be made available under the supplemental request now pending 
before the Congress. The above items are distributed as follows: 


Estimate, Estimate, Change 
1960 | 1961 
Man-years: 

I ail cirateaeteirias acetal ee 100 6 | 106.3 | +5.7 
es iene ilk eect caer sie AES 769.2 | 804.8 | +35. 6 
SE RN. distin eb teucnpbabsnedmweesquiseuesos 869.8 | 911.1 | +41.3 

Personal services: j | 
Washington. = - ; Edel eginkeb ila -| $719, 400 | $767, 200 +-$47, 800 
Pe ccwecee eutoalels-hidier So 4, 261, 700 | 4, 491, 200 | +229, 500 
aparenens ashes sitios 
ne See . 4,981, 100 5, 258, 400 +277, 300 


Departmental 


The man-year estimates for each of the organizational divisions, together 
with departmental salary costs, are shown in the table on the following page. 


Man-years 





} | 

Actual, | Estimate, | Estimate, 

1959 1960 | 1961 
BAG A ot A A SU ei hh ileal | == ae ee 
I inccctdsiencscy ante ccculwecnnecersonsnes 9.1} 9.4 11.4 
nn es ects adaniandnaie oben 24.2 22.6 23.7 
I lr eeeeinee 9.9 | 9.9 9.9 
Office of the Secretary-Treasurer__._.___.__......_-...-.______| 24.3 | 27.8 | 27.9 
A eS ei edeedbauoneasebnedine 3.0 3.0 | 3.0 
Examination and Audit Division.............-....-- 7.0 9.4 9.5 
Loan Administration Division ...............-.-...-...-<.... 11.9 11.9 13.3 
Personnel Division Oe aE A 5.7 6.6 7.6 

Tota! departmental man-years__.......................- 95.1 | 100. 6 106.3 

Total departmental salary costs...................-.---------- | $701,093 | «$719, 400 | $767, 200 
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The estimated requirements for additional man-years of employment during 
fiscal years 1960 and 1961 over fiscal year 1959, as shown in the preceding table, 
result from additional employment necessitated by the increased mortgage pur- 
chase activity in the secondary market operations; the purchase of mortgages 
held by the Public Housing Administration for the management and liquidating 
functions portfolio; the FNMA mortgage-Treasury bond exchange program in 
the management and liquidating functions; and the increased mortgage servic- 
jing volume under the secondary market operations and special assistance func- 
tions. Some reductions in mortgage servicing activity are contemplated in the 
management and liquidating functions. 

The following statements describe the functions of each of the Association’s 
organizational units, as listed above. 

The Office of the President services as a focal point of the Association’s policy, 
programing, and administration in consonance with policies established by the 
Board of Directors. 

The Office of the Controller prescribes and administers the accounting systems 
and procedures of the Association; consolidates, interprets, and issues financial 
and statistical reports. 

The Office of the Secretary-Treasurer performs the usual secretarial duties of 
a Government corporation; is responsible for the custody of funds and securities 
belonging or entrusted to the Association, for the marketing of its obligations 
and for the disbursement of corporate funds; collects all monies due the Associ- 
ation; and performs the usual housekeeping functions of a Government agency, 
except those of personnel and budget. 

The Office of the General Counsel serves as the law office of the Association in 
discharging the responsibilities of the General Counsel who is the Association’s 
principal consulting officer in all matters of legal significance or import; pro- 
yides or superivses the provision of all legal services of the Association. 

The Budget Division is responsible for the formulation, consolidation, and 
presentation of the Association’s budget. It represents the Association at hear- 
ings before the Bureau of the Budget and congressional committees. It exercises 
administrative control through an allotment system over funds authorized for 
administrative expense. 

The Examination and Audit Division is responsible for a continuous internal 
audit of each agency office and of the Washington office, and for periodic audits 
of the more than 1,250 organizations in all parts of the United States which 
collect mortgage installments and handle Governmentfunds as servicers for 
FNMA. These audits are conducted by a staff of auditors located in Washington 
and in each of the five agency offices of the Association. 

The Loan Administration Division develops the policies relating to purchasing 
and lending activities of the Association and is charged with the coordination of 
such activities. 

The Personnel Division is responsble for the direction, planning, development, 
and execution of policies. procedures and activities necessary for a well inte- 
grated and comprehensive program of personnel administration for the Associ- 
ation, covering both the Washington and field staffs. 


Field 


The man-year requirements for each of the organizational units for the total 
agency offices, together with the total salary costs are shown in the table below: 


Man-years 


Area of activity 7 j 





Actual, | Estimate, Estimate, 

1959 1960 | 1961 
ii Ce ‘ a = siete tl aa cet nei ee 

| ~| 7 
Gee el the Manager... ...:......0005.../....-:; bhi een 24.8 | 23.9 23.9 
Examination and Audit Division...._............-.-_._..-_- | 47.0 19.3 52.6 
Secretary-Treasurer’s Division.__..............._____.- Seeenal 110.7 | 126. 3 | 129.0 
IT | 264. 6 303. 9 319.3 
Legal Division eae eee ete Tok tive 51. 4 | 51.5 | 51.6 
Laan Division...............- ere ee Lee beee ae 167.7 214. 3 | 228. 4 
Total man-years (feld) os 5.8 sos lise ce cea 666. 2 769, 2 | 804.8 

Total salary costs (field)............-.---------.-----eeee-eoee | $3,661,719 | $4,261,700 | $4, 491, 200 


} | 
-__— Ss 
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A statement covering the functions of each of the organizational units set out 
in the preceding table follows: 

The office of fhe manager in each ageticy office is responsible for directing 
and coordinating program activities and the related functions of that office. 

The Secretary-Treasurer’s Division is the counterpart of the Office of the 
Secretary-Treasurer, Washington office. 


OTHER ITEMS OF EXPENSE 


Mr. Tuomas. With reference to your other objects of expense we 
shall insert at this point in the record page H-1 of the justifications, 
(The page referred to follows :) 


TABLE IV.—Other objects of expense 


Under limitation Actual, 1959 Estimate, Estimate, 
1960 1961 
02 Travel $210, 680 $150, 000 $150, 000 
03 Transportation of things 10, 588 14, 150 11, 000 
04 Communication services 84, 998 99, 000 101, 400 
05 Rents and utility services. __ 383, 725 471, 000 461, 000 
06 Printing and reproduction $8. 035 57, 000 58, 600 
07 Other contractual services 
GAO audit expense 20, 000 20, 000 20, 000 
Miscellaneous contractual services 119, 841 | 140, 900 | 143, 400 
Payments under Federal Employees’ Group Life In- | 
surance Act of 1954__ 13, 441 16, 000 17, 000 


Payments under Feder? al Employees’ Health Benefits 


Act of 1959 -| ‘ 54, 000 

08 Supplies and materials ‘ 10, 604 47, 500 48, 700 

11 Grants, subsidies, and contributions 269, 211 310, 350 324, 500 

15 Taxes and assessments (FICA tax 2, 193 3, OO 2, 000 
} - - —~ 

a siaditageicccioncnnsiensinn ; oa 1, 104, 304 | 1, 328, 900 | 1, 391, 600 


Mr. Tuomas. Your other objects of expense show a slight increase 
of about what? Would that figure be $60,000 ? 

Mr. Hanp. $62,700. 

Mr. Tuomas. I note that your estimated cost of travel in 1961 will 
be about the same as it was in 1960, $150,000; your rents and utility 
services reflect a decrease of $10,000. 

Whiat is the difference? Is that the Government health program! 

Mr. Hann. $54,000 of it is; yes, sir. I think the rents and utilities 
dropped, sir. 

Mr. Tuomas. You have $54,000 for a health program and for all 
practical purposes grants, subsidies, and contributions go up a little, 
but that is something over which you have no control. 

There is nothing out of line about your printing and reproduction, 
in the amount of $58,600. 


DISTRICT SPACE AND RENTALS 


Where are you located in the District of Columbia ? 

Mr. Bavenman. At 811 Vermont Avenue in the Lafayette 
Building. 

Mr. Tuomas. Do you pay rent on that? 

Mr. Baveuman. Yes, sir. 

Mr. Tuomas. What does it cost you a square foot ? 

Mr. BavGHMAN. $3.55 is the rate at the present time. 

Mr. Tuomas. That is a regular banking price is it not? 

Mr. Bavcuman. That is not as high as private space. 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. I note that your other contractual services imerease 
$57,500. 

Mr. Hanp. $54,000 of that is for the health program. 

Mr. Tuomas. $54,000 is for the health program? How much do 
you pay the Gener: al Ac ‘counting Office for your audits? 

Mr. Baveuman. $20,000. 

Mr. Tuomas. Your contribution to the insurance program is 
$17,000. Your miscellaneous contractual services come to $143,000. 
What are those miscellaneous services which amount to $143,400? 

Mr. BaucuMan. It is the estimate to cover the rental of IBM 


equipment, repairs to equipment, exclusive of automotive, and re- 
pairs to leased premises. 


PROPOSED LEGISLATION 


Mr. Tuomas. The only thing we are not clear on is your new lan- 
guage for commitments to purchase mortgages pursu: unt to 305 and 
303 ‘of the National Housing Act, as amended, to be borrowed from 
the Secretary of the Treasury in accordance with the provisions of 
getion 305 of the same act, and $150 million to remain available until 
expended. What does that language mean / 

Mr. BaucumMan. I do not believe any legislation has been introduced 
as yet. It was in the President’s budget but I am sure it will come 
along. 

Mr. Tuomas. That is the reason there is no justification in here for 
it because it has not been enacted yet? 

Mr. Baucuman. That is right. If, when you get it, I shall be very 
glad to come up and give you a more ‘detailed explanation of it. But, 
generally, that is what it is for—purchase of mortgage, urban fe- 
newal housing, and housing for the elderly. 


MORTGAGE-BOND EXCHANGE 


Mr. Yarrs. What is the basis of the swap that you have with the 
Treasury? How do you determine which mortgages you give them 
and which bonds you take ? 

Mr. Baucuman. The bondholders make a selection. They are en- 
titled to a selection of any particular group of mortgages anywhere 
they want to go. 

Mr. Yates. When you say the “bondholders,” you refer for example 
to some insurance company 

Mr. BavauMan. Savings banks, insurance companies, and so forth. 

Mr. Yares. You refer to some insurance company that has a lot of 
Government bonds? 

Mr. BauGHMAN. Yes, sir. 

Mr. Yares. And, therefore, bondholders may not do this? 

Mr. BauguMan. Yes, they can. 

Mr. Yares. You mean on a savings bond ? 

Mr. BaucuMan. No; 234 percent nontransferable bond. That is 
the only bond in the exe hange. 

Mr. Yares. Any person who holds one of those may come into your 
office and obtain a mortgage / 
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Mr. Baucuman. He bids. These are bid out on competitive bids, 
He bids a certain price for them, and he has his choice of the selection 
of a mortgage. 

Mr. Yates. What would the mortgage bring? Are they above or 
under par? 

Mr. Bavueuman. On our first bid we had $188 million in approved 
bids. On the first exchange we had $282 million worth of bids but 
we selected 188 and they averaged 102.3. That 2.03 is the premium 
on the mortgage. 

Mr. Yates. What were the bonds selling for on the market at that 
time. 

Mr. Baucuman. I believe they were somewhere in the neighbor- 
hood of 87 or 88, something like that. 

Mr. Yates. It was a good deal for the Treasury, was it not? 

Mr. Baucuman. I think it was a good deal for everybody. Every- 
body did not agree with me but I think it was a good deal. 


SECONDARY MARKET OPERATIONS—COMMON STOCK 


Mr. Yares. An interesting legal question comes to mind: Those 
who use your services as a secondary mortgage transaction will be 
required to buy stock? Do they have any voice in the management 
of your company ? 

Mr. BaucuMan. The stockholders have no voting rights. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Ruopes. I just wanted to add this in order to clarify one thing 
with reference to that stock. Actually, what it is is a loan, is it not! 
A loan which people make to this institution for the privilege of 
doing business? 

Mr. Baveuman. No, I would say not. I would say it is an invest- 
ment on their part—a required investment on their part to help 
develop a secondary market, a market to provide the service and 
liquidity for the mortgages when it is needed by them. 

Mr. Ruopes. That is a very good statement and that is exactly what 
I wanted to get on the record. “Off the record. 

(Discussion off the record.) 

Mr. Tuomas. It is nice to see you and your staff, Mr. Baughman. 
This committee is one of your many admirers. We think that you 
are one of the best administrators in the entire governmental setup. 
Off the record, 

(Discussion off the record.) 

Mr, Baveuman. Thank you, Mr. Chairman and members of the 
committee. 
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Tuourspay, Marcu 31, 1960. 


CONSTRUCTION AND ACQUISITION OF PUBLIC 
BUILDINGS 
WITNESSES 


HON. FRANKLIN G. FLOETE, ADMINISTRATOR 

WILLIAM P. TURPIN, COMPTROLLER 

J. H. MACOMBER, JR., GENERAL COUNSEL 

LAWSON B. KNOTT, JR., DEPUTY COMMISSIONER, PUBLIC BUILD- 
INGS SERVICE 

L. L. HUNTER, ASSISTANT COMMISSIONER FOR DESIGN AND CON- 
STRUCTION, PUBLIC BUILDINGS SERVICE 


Mr. Tuomas. Gentleman, will the committee please come to order. 

The committee will again examine the construction program in all 
of its aspects, dealing with the construction of new buildings and 
major alterations as well as sites and planning for fiscal year 1961. 

We have with us the Administrator, Mr. Floete, and his very able 
and competent staff. 

We are always more than delighted to have this group with us. I 
am sure I speak for the committee when I say that we do not think 
there is any finer, more dedicated, and more capable man in govern- 
ment than our friend, the Administrator, Mr. Floete. As far as I 
am concerned, I think he ought to be, and is, outstanding material for 
anybody’s Cabinet post, and we mean it. 

Mr. Floete, will you please sort of summarize a little bit our 

rograms under lease-purchase where 98 buildings were authorized 
but actually 29 were constructed ? 

Mr. Fioere. That is correct. 

Mr. Tuomas. The program Was abrogated by virtue of legislation 
which appeared, I think, in the Independent Offices Appropriation 
Act 2 years ago. Then, under the new legislation authorizing the 
building program in 1959 there were 49 more authorized, at a total 
cost of about $154 million, as well as I reeall. Is that correct? Was 
that figure $152 million or $154 million? 

Mr. Froere. I have it divided in a little different way, Mr. Chair- 
man. Here would be my summary, if you would like to hear it. 

Mr. Tromas. You may proceed. 


PRIOR AUTHORIZATIONS 


Mr. Fiorre. There were 29 projects contracted for under the lease- 
purchase arrangement, totaling $58 million. Then, under the direct 
appropriation under Independent Offices Acts of 1958 and 1959 there 
were 58 projects authorized, or a total for the two of 87, and a total 
dollar amount of $253.306.561. 

Mr. Tomas. Let us keep those two sums separate. 

What was the dollar amount under the 29 that were constructed ? 

Mr. FLorrr. $58,210,340 under lease-purchase. 

Mr. Tuomas. For the 58 authorized under the acts of 1958 and 1959, 
the direct appropriations were what ? 

Mr. Fiorre. Including site and expenses, $195,096,221. 

Mr. Tuomas. Were those appropriated funds or funds actually 
ased ? 
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Mr. Fioere. Those were the total cost and appropriated. 

Mr. Tuomas. Under the 1958 and 1959 program there was $162 
million appropriated, you say ¢ 

Mr. Fuoere. $173 million ‘for construction of 58 projects. Includ- 
ing sites and expenses for those projects, the total is $195,096,221. 

Mr. Tuomas. You reduced that figure by $28 million. You re- 
duced your own cost by that much ¢ “In other words, you saved that 
much os the $152.8 million appropriation for construction ? 

Mr. Forte. Yes, sir. Actually, it is a little over $30 million noy, 

Mr. Tuomas. Well, that certainly is a remarkable piece of adminis. 
tration, and you built good buildings also, did you not? 

Mr. Forte. I think they are excellent buildings, and we have a 
few more to work on that we have not gotten under contract yet— 
about seven or eight. 

Mr. Tuomas. Do you think the savings will exceed $30 million? 

Mr. Fuoere. Yes, sir. 

Mr. Tuomas. That is remarkable out of $152 million. That is about 
a 20-percent reduction, is it not ? 

Mr. Fuioere. Yes, sir. It might be interesting to know that of the 
87 projects—that is, the 29 lease-purchase and the 58 appropriated 
for—we have totally completed 28 projects. We have under con- 
struction now 51 and we will let during the remainder of this fiscal 
year 7. One will not be let until next fall, in fiscal year 1961, which 
makes the total of 87. 

Mr. Tuomas. At the end of fiscal year 1960, which is June 30, how 
many buildings will you have completed of the 1958 and 1959 
program ¢ 

Mr. Fiorre. I do not have that. 

Mr. Tuomas. Will that figure be between 30 and 35? Is that a fair 
guess? You already have 28 completed. 

Mr. Fiorere. We will have more than that. We will have all but 
one under contract. 

Mr. Tuomas. Let us go to the 1961 program. 

You are seeking here-—— 

Mr. F.iorre. May I just interrupt a second more? 

Mr. Tuomas. Go ahead. 

Mr. Froere. I have given it to you in numbers. Up to now I have 
not mentioned the 20 projects in the larger cities that we had to get 
reapproved under the Public Works Act “of 1959. That, of course, is 
a very substantial amount. 

Mr. Tuomas. You are getting into the 1961 field now. We are try- 
ing to separ: ate it step by step. 

Mr. Fioere. Yes, sir. 


PROGRAM FOR 1961 


Mr. Tuomas. As far as this budget is concerned you are seeking $185 
million for 18 new construction projects and 2 major alteration proj- 
ects. In that $185 million you will have the 2 major alteration 
projects, the 18 new construction programs, and the sites and plan- 
ning funds only for 29 projects. I believe that is a fair summary of 
the 1961 program which was presented. 

Mr. Frorre. Yes, sir. 

Mr. Tuomas. The lease-purchase arrangements and the programs 
under the 1958 and 1959 acts plus your 18 new starts of construction 
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in 1961, will total what? Will that total be 105 through 1961/ Is 
that correct, excluding, of course, the major alterations as carried in 
the 1961 budget ? 

Mr. Fuioere. Yes, sir. 


LONG-RANGE PROGRAM 


Mr. Tuomas. Let us look beyond 1961. You are bound to have a 
program which would carry you forward for another 5 or 10 years. 

Mr. Fiorre. Well, this present program that we haye been working 
on here in the District would cover the next 5 years. We have not gone 
as far as to know how far it would go outside of the District. 

Mr, Tuomas. Let us confine it to what it is over and beyond in num- 
bers and dollars and quantity outside of your 1958, 1959, 1960, and 
1961 budgets. What are your programs looking toward 1962, 1963, 
1964, and 1965, or for the next 7, 8, or 10 years¢ You have 105 new 
buildings to be built. 

How many are there to be built beyond 1961 ? 

Mr. Fiorre. Well, we have the 20 larger buildings, some of which 
are included, of course, in this year’s request. 

Mr. Tuomas. Well, let us put it over and beyond what is in this 
year’s request. 

’ Mr. Frogere. Well, we believe that there is a continuing need for 
certainly 5 or 6 years at the rate of about $300 to $350 million a year. 

Mr. Tuomas. How many buildings will that be / 

Mr. Firorre. Well—— 

Mr. Tuomas. Dollarwise, it is anywhere from $1.5 billion to $1.7 
billion over and beyond the budget estimates through 1961 ¢ 

Mr. Fiorre. Yes, sir. 

Mr. Tuomas. About how many buildings would that be? You can 
straighten that figure out in the record when you receive the tran- 
script if you do not know exactly at this time. 

Mr. Hunrer. I do not have the figure with me at this time, sir. 

Mr. Tomas. Does anyone have a horseback opinion, and then you 
can straighten it out in the record? The dollar mark would run 
anywhere from $1.5 to $1.7 billion ? 

Mr. Fiorre. I think we should tell this committee that, as I have 
told the Public Works Committee, we have adopted a policy in con- 
junction with the Bureau of the Budget and in compliance with the 
law itself to put these buildings where the need is most urgent, and 
that means that we start with the areas of the largest Federal, non- 
postal population, because the post offices generally are being taken 
care of otherwise. But, we think we should start in those areas where 
we have a very large population of Federal employees, nonpostal. 

Mr. Tomas. That makes sense. 

Mr. Frorrre. And, we have information on that which takes into 
consideration everything down to at least 100 Federal, nonpostal em- 
ployees. Our idea would be to work progressively down from the 
areas of larger Federal population. 

Mr. 'T11omas. Will you please submit to the committee a copy of 
the future program you have just described ? 

_ Mr. Frorre. I see, and in line with this policy? It seems to me that 
is asensible way to approach it, because I do not think up to date we 
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have done a very good job in getting them where they were really most 
needed. 

Mr. Tuomas. Well, that is the purpose of the program, is it not? 

Mr. Fioere. Surely. 

Mr. Tuomas. There is no need of putting a building at some loca- 
tion where it is not needed. 

Mr. Frorre. That is right, or where the need is small as compared 
with another place. Of course, that means it is generally in the 
larger towns where we are paying the greatest amount of rent and 
where we have the greatest rent savings. 

(The information requested follows :) 


Scope OF CONSTRUCTION PROGRAM 


Studies to date indicate a requirement for approximately $3 billion over g 
period of about 10 years to bring the public buildings program into a reasonably 
current status. Thereafter, the program should be carried out on a regular and 
continuing basis to maintain the building accommodations of the Federal estab- 
lishment at their highest level of economic usefulness. 

Selection of projects to be proposed to the Congress by the Administrator of 
General Services in accordance with the Public Buildings Act of 1959 shall 
provide for the construction and acquisition of public buildings equitably 
throughout the United States with due regard to the comparative urgency of 
the need for each particular building. The $3 billion backlog is a projection 
based on age and obsolescence of existing facilities and continued need for 
improved work space for Federal agencies as influenced by population and 
economic growth throughout the United States. While not identified with spe 
cific localities, based on investigations and studies to date of public building 
needs, it may represent 700 to 800 projects for new buildings and extensions 
and modifications of existing buildings. Purchase contract financing and direct 
appropriation financing through fiscal year 1960 have provided for construction 
of 87 of the foregoing projects at total estimated costs of $0.25 billion. 


PROJECTS IN DISTRICT OF COLUMBIA 


Mr. Tuomas. We notice in here that you have a list of five buildings 
for the District of Columbia. Some of them are ready and some of 
them are not ready. As well as I recall, the cost for these five build- 
ings in the District of Columbia runs in the neighborhood of $240 
or $250 million. 

Mr. Fioere. $167 million. We are asking for two of the five in 
this year’s budget. That is Federal Office Buildings Nos. 8 and 10, 
Building No. 8 is to be exclusively for the Food and Drug Adminis- 
tration. They are now scattered around town here in about eight or 
nine locations in very unsatisfactory quarters. We believe this is the 
type of activity that does need this building. 

Building No. 10 is primarily for the Federal Aviation Agency. 
They are now located in 11 locations and they are required to be m 
Washington. It will serve a very practical purpose for that activity. 

Mr. Tuomas. Mr. Administrator, there is some doubt about that. 
If you listen to them they will tell you they should be here. 

Mr. Fioetre. Well 

Mr. Tomas. Of course, they have seven district offices and a re- 
search laboratory in New Jersey and plenty other installations. What 
about the Civil Service Commission Building? If there is anyone 
who needs one and who has needed one for 30 or 40 years, it looks like 
to me it is the Civil Service Commission. 





3 et OY et 


go 


-~ 


Qo TT ~~ 





red 
the 
nd 


ra 
bly 
and 
ab- 


* of 
hall 
bly 
of 
‘ion 
for 
and 
spe- 
jing 
ons 


rion 


ngs 
. of 
ild- 
240) 


: in 
10, 
nis- 
; or 
the 


cy. 
> 1 
ity. 
hat. 


hat 
one 


like 


1103 


Mr. Friorrr. Well, the plans for the Civil Service Commission 
Building are practically complete now. One reason we do not include 
it this year is because we did not feel their need was quite as pressing. 
Furthermore, they would be getting out of buildings which are not 
temporary, and we would not have any rental savings either. 1 

Mr. Tuomas. Of course, that building in which they are located is 
about one of the oldest buildings in the District of Columbia, and it is 
hardly suited for their needs or the needs of anyone else as far as that 


Mr. Frorre. We recognize that Building No. 9 is a very desirable 
building to build. There is no doubt of that. We are ready for it. 

Mr. Tuomas. I talked with Judge Worley and Judge Marvin Jones. 
They said they had agreed, and had so advised the Public Buildings 
and Grounds Division, that it was all right with them to get both 
courts in one building. 

What is the status of that now / 

Mr. Fvorre. The status is that we have already submitted to the 
Public Works Committee a proposal for the Court of Claims alone to 
be located on the east side of Jackson Square. It was agreed day be- 
fore yesterday that they would go together, and we would slightly en- 
large the building we had proposed to build for the Court of Claims 
alone. We have submitted yesterday to the Bureau of the Budget a 
revised request, which is as shown on schedule 3, of $7.9 million, and 
that will house both of them. 

Mr. Tuomas. Will that save money by housing both of the courts 
in one building ? 

Mr. Fiorrr. Well, it serves several purposes. One, we started out 
to get the customs court out of the Internal Revenue Service, because 
the Internal Revenue Service needed more space. That is where this 
all started. 

Secondly, it permits us to build what we call Federal Office Build- 
ing No. 7 on the east side of Jackson Square so it is entirely an office 
building. Otherwise, the courts would have taken up a great amount 
of space. 

Mr. Tuomas. What about the location of the site for the combined 
Court of Claims and the Court of Customs and Patent Appeals? 
That is down on what we call the “Dolly Madison” property. Has 
all that been cleared by the legislative committees ? 

Mr. Frorrer. It was cleared by the House committee originally. 
The Senate committee has not acted yet. 


CONTRACTING FOR SITES AND PLANNING 


Mr. Tuomas. Do you construe that you do not have any authority 
to spend one penny for sites or planning or construction until the 
Committee of the House on Public Works and the Committee of the 
Senate on Public Works completely agree, and must dot every “i” and 
cross every “t” on every project ? 

Mr. Fiorre. Well, it seems to me that Mr. Macomber could answer 
that. That is what the law says, is it not ? 

Mr. Macomper. We have taken the position, Mr. Chairman, that 
this year’s appropriation is available for the design—the 1960 appro- 
priation is available for the design. 
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Mr. Tuomas. Whether it has been approved or not approved by 
each of the two committees of the respective bodies? 

Mr. Macomper. No. I think upon the submission and approval of 
the prospectus 

Mr. Tuomas. That is the question I asked. Does the General Sery- 
ices Administration have any authority to spend any Federal funds 
either for sites or planning or for construction in the form of a new 
building or a 2d alterations in excess of $200,000 cost until more or 
less every “i” has been dotted and every “t” has been crossed and 
agreed to by the Committee on Public W a of the House and the 
Committee on Public Works of the Senate ‘ 

Mr. Macomsrr. I believe that the prospectuses must be approved by 
the two committees, with these exceptions : that there are some pro}- 
ects that were appropriated for in the 1959 and 1960 legislation that in 
our opinion are exempt from those requirements. 

Mr. Tuomas. Beginning with fiscal year 1961, the answer to my 
question is “Yes”? . 

Mr. Macomper. Yes, sir. 

Mr. Fuorre. The first section of the Public Buildings Act of 1959 
says that no public building shall be constructed except by the Ad- 
ministrator who shall construct such building in accordance with—~ 

Mr. Tuomas. Does that act in a great many respects tie the hands 
of the Administrator and slow down the construction and major al- 
teration of public buildings? 

Mr. Frioere. Well, sir, I believe that when it gets to working it will 
not slow it down. This is the first year. There has been some delay, 
of course, but I believe it will work. The same type of legislation 
has worked very well with the Department of Defense. It is prac- 
tically the same kind of arrangement that they have. 

Mr. Tuomas. Would it be better to submit the projects and have 
the Congress pass on them, and when the Congress passes on them, 
that is it, rather than having the two respective committees act upon 
them ? 

Mr. Froere. I do not see how Congress could really do that and 
study it the way it needs to be studied. 

Mr. Tuomas. Well, anyway, then you are satisfied with the present 
situation ? 

Mr. Froere. I think it is going to work; I really do. 





BASIS FOR COST ESTIMATES 


Mr. Tuomas. These cost. estimates of the various projects here, in- 
cluding the major alterations, some of them are quite expensive. Here 
is one that will cost, for a major alteration, $6,814,000 and another 
one, $1,029,000 and so forth. 

How firm are these cost estimates now? Were these estimates made 
by your own staff? 

Mr. Frorre. Mr. Hunter, will you answer that? 

Mr. Hunter. On the larger of the two, Mr. Chairman, the Phila- 
delphia project, the drawings are very well along and the architects 
have made the estimates on it and we have checked them. Thesmaller 
of the two, Detroit, is entirely our estimate. 
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Mr. Tuomas. Generally on all of your 27 projects you submit cost 
estimates before even an architect has been appointed or even before 
sites have been acquired. How firm are those figures? At best, they 
are just rough estimates, are they not? 

Mr. Hunrer. They are little more than “rough estimates,” Mr. 
Chairman. They are based on our experience e and on the cost index. 

Mr. Fiorre. We have a pretty good record now, as you know, of the 
cost of these buildings, having gotten so many of them under contract. 
[think it isa very good guide. 

Mr. Tromas. I ‘certainly want to commend you on your estimates 
which are right down to brass tacks, because you have certainly done 
an outstanding job. Anyone who is going to save $30 million to $33 
million on a cost estimated program of $152 million, which represents 
about a 20 percent savings, is certainly to be commended. I am just 
wondering if these figures have the same amount of latitude of about 
15 percent or 20 percent ‘ 

Mr. Frorre. I have a list here of some 30 or 35 that we actually have 
under contract. Our average construction cost—this is the building 
only—per square foot for that group has been about $20—$19.98 to be 
exact. Another group of the larger buildings runs about $15 and up 
to $2 

Mr. Tromas. Your cost estimates range anywhere from $26 to $40 
asquare foot ¢ 

Mr. Fiorre. We have actually raised our estimates above that $21. 
We have raised it back to where we were before. 

Mr. Hunter. That is right, Mr. Chairman. 

Mr. Fuorre. We have done that, feeling that there might be an in- 
crease. 

Mr. Hlunrer. There was a dip in the bidding market, according to 
the Engineering News-Record and other recognized publications of 
about 10 percent to 15 percent during this bidding period. We believe 
that the market will reestablish itself, and our estimates are based on 
that reestablished market. 

Mr. Tuomas. Every time you put a new project for bid you get 
anywhere from 12 to 15 good bidders, do vou not ¢ 

Mr. Hunter. We have had phenomenal bidding re sponse ; yes, sir. 

Mr. Tuomas. Is there anything in the economy to indicate, when 
you put out these projects to bid, that there would be a diminution in 
the number of competent bidders ? 

Mr. Hunver. No, sir, there was nothing to indicate that, but our re- 
cent bids indicate that the market is firming up again and the steel 
prices may be going up. We feel that the estimates that we have here 
represent our best judgment at this time, Mr. Chairman. 

Mr. Tuomas. What increase of cost and how much is that increase 
and what are the terms or elements of cost that you are basing your 
increase on? Steel has not gone up in the last 12 months. There 
has been some indication that it might go up a slight amount. in De- 
cember and January, but it certainly has not come to pass today. 

Mr. Frorre. Well, we have increased our per square foot. cost esti- 
mates by about $4 a square foot above the bids we actually 

Mr. Tuomas. More than that it looks to me like. 
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Mr. Fioere. But, we still are not very much higher per square foot 
than the estimates we made some years ago. 

Mr. Tuomas. It looks like it is higher than that. It looks like 
about $6 or $7 higher. The average runs about $26 to $27 a square 
foot, and one is $28.55 a square foot. Also, here is one at $30.16 a 
square foot; here is one here in Alaska at $46.16 a square foot and 
here is one at $29.19. Also, here is one at $27.54; here is another 
one at $30; here is one at $25.84 and here is one at $29.09. Also, here 
is one at $28.24: one at $33.02: one at $29.14 and here is one at $27.86. 

How much careful consideration are you giving to constructing 
useful, substantial buildings, cutting out the gingerbread and seein 
to it that the local architect does not build himself a monument — 
so forth ¢ 

These figures of $25 and $27 a square foot are pretty high square 
footage costs. 

Mr. Froere. Well, part of the explanation is the provisions of 
fallout shelters in the proposed buildings and part in increased cost 
estimates, 

Mr. Hunrer. Mr. Chairman, although the bidding market was 
down the 10 to 15 percent which I spoke of, the Engineering News- 
Record still carried their index curve at the 100 percent figure, even 
though it recognized the fact there was a definite drop in the market, 
So, in-making our revised estimates, we have no alternative but to 
follow the curve and the judgment of people who have been experi- 
enced in making estimates for some time. 

Mr. Tuomas. Gentlemen, we are not complaining about your initial 
cost estimates too much. Certainly, we are commending you when 
you actually sign the contract for cutting your cost estimates about 
20 percent. We want you to build some good buildings and cut out 
all of the gingerbread and make sure that no local architect builds 
himself a monument, and that you use that same good business judg- 
ment in signing that final contract. That is what counts. These 
figures you submit here do not count. Your past record of actually 
spending the money and making good has certainly been outstanding. 
I do not know of anyone who can come close to you. 


USEFUL LIFE OF BUILDINGS 


What is going to be the average useful life of one of these buildings! 
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Mr. Fiorrr. Anywhere from 75 to 100 years. The one GSA is 
in is 45 years old and I cannot see but what it is good for another 45 
years. Many of the buildings in town are 75 years old. 

“ Mr. Tuomas. Mr. Yates, do you have any questions ¢ 

Mr. Yares. I want to join with the chairman in his commendation 
of the Administrator. 1 think that Mr. Floete has been doing a very 
excellent job, not only in connection with the public buildings pro- 
gram, but in the entire administrative effort of the General Services 
Administration. 

Mr. Fuorre. I could not do it, Mr. Yates, if I did not have a good 
staff around me. 

Mr. Tuomas. We certainly appreciate that. 

Mr. Yates. We appreciate that fact. 

Mr. Tuomas. We are complimenting your staff too. They are out- 
standing men. — 

Mr. Yates. Certainly, your staff is a reflection of the chief. 

Mr. Tuomas. Mr. Jonas, did you have a question ¢ 

Mr. Jonas. Mr. Floete, I am having difficulty relating all of this 
to the tables which are before us. Now, on schedule I, you show the 
Chicago office, but you further show that you are not asking for any 
funds in 1961. 

Mr. Fiorre. That is correct. 

Mr. Jonas. You state that improvement costs are not funded through 
1961. Scheduled for later funding, $49 million. 

How can you proceed in January unless you ask for funds in the 
1961 budget ¢ 

Mr. Yates. He was prevented from doing so by the Bureau of the 
Budget. 

Mr. Jonas. I thought he said he would be ready. 

Mr. Fiorre. I said the plans would be ready so a construction con- 
tract could be let if we had the money. 

Mr. Jonas. I see. 

Mr. Fioere. You see, there are quite a few in that category. 
is not the only one. 

Mr. Tuomas. There are seven of them outside the District of Colum- 
bia. These have already gotten site and planning money and they 
will be ready to go in the next 6 or 7 or 8 months, and the total cost 
is $242 million for the seven big projects. 

Mr. Yates. Off the record. 


That 
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( Discussion off the record.) 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Evins. Mr. Chairman, I certainly concur in what you and my 
colle: ague, Mr. Yates, have said about Mr. Floete of the General Serv. 
ices Administr ation and his staff. We all think you have done a good 
job. 


BUILDING IN THE DISTRICT OF COLUMBIA 


I want to direct a question to you regarding the building program 
for the District of Columbia. 

I find that the newspapers here in Washington are economy minded 
on almost everything—they want to cut down on this and they are 
for economy—but when it comes to something for the District of 
Columbia, the local press unites and they are all for everything for 
the District. They are for building every building and every project, 
Projects elsewhere in the country are labeled “pork barrel.” 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Evins. Yes. 

Mr. Ruoprs. What papers have you been reading / 

Mr. Evins. 3 of them. 

Mr. Ruopes. I did not realize they were for economy. 

Mr. Evins. Oh, yes! For projects outside the District. However, 
you will find unanimous opinion on any project for the District of 
Columbia on all three newspapers. They appeal for everything for 
Washington, D.C. At least, that has been my observation. The press 
wants no economy for District matters. 

Mr. Tuomas. Will the gentleman yield ¢ 

Mr. Evrns. Yes. 


DEMOLITION OF TEMPORARY BUILDINGS IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. I intended to call to the attention of the Adminis- 
trator the activities of the District of Columbia real estate organiza- 
tion. They are quite active. The Vy want this building built and that 
building built. I think we had an underst: anding with the General 
Services Administration a couple of years ago not to tear down these 
temporary buildings, because we wanted to take a look-see to deter- 
mine whether or not there was some useful life left in them. But, 
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apparently, the Washington real estate lobby has prevailed. We, 
rhaps, feel it would be a waste of money, because there is some use- 
ful life left in them now. 

How many of them have you torn down ? 

Mr. Fiorre. We have only torn one down on the proposed site for 
the Civil Service Commission Building, one across from the hotel on 
Pennsylvania Avenue. 

Mr. Knorr. 750,000 square feet so far have been torn down, but we 
are about ready 

Mr. Tuomas. All at the behest of the Washington real estate lobby ? 

Mr. Knorr. Well, some of them come in the category of the stadium 
site on which, by act of the Congress, provision was made for the 
location of parking facilities and we have to tear the buildings down 

Mr. Frorre. Congressman Yates, I do not think you realize how 
bad the space problem is here in Washington. 

Mr. Yares. Which Congressman are you addressing yourself to? 

Mr. Fiorre. Congressman Evins and you too. 

There are 180,000 Federal employees in this town, and that is a lot 
of people. There are 63,000 of them in obsolete or temporary build- 
ings and we have been trying for 5 years at least to do something 
about it. We have 269 buildings in the District of Columbia now, of 
which 44 are permanent and they are all right. There is no question 
about that. They house 107,000 people. F ifty-two are these tempo- 
rary buildings and some of them go back to World War I and which 
I think have outlived their usefulness. 

Mr. Tuomas. Perhaps, the best building in town is the temporary 
building down here on Constitution Avenue—the old Munitions 
Building. It has concrete walls about 15 or 16 inches thick, built 
in World War I, and it is called a temporary building. However, it 
will outlast any building in the District of Columbia. 

Mr. Fiore. I do not think there is anything efficient about the way 
agencies are scattered. For instance, the Defense Department is lo- 

cated in 51 locations here in W ashington, seattered all over the place. 

Mr. Evins. When we built the Pentagon, it was the thought then 
that you would consolidate the Department of Defense all in one 
building. That w: as the objective. 

Mr. Firorre. But it has grown a lot since then. 
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Mr. Evins. We want all our agencies to have adequate housing and 
office space, but the point to which I was directing my observation is 
that there is no end to what the unanimity of opinion is with respect to 
expenditures in Washington on any projects which may be proposed, 
While we think you doa great job, Mr. Administrator, my observation 
is that we want you to remember and to recognize that you not only 
are the Administrator for the District of Columbia but for 50 States, 
and to give some attention to the needs of the other States in the 
Union. I think you are doing that, but I do not think we ought to 
overemphasize multitudinous new construction in the District of 
Columbia. We hear in another committee that every time you build 
a building to cut down on the rental cost to the Government, that the 
rental cost to the real estate people goes up per square foot; that there 
has not been any cutting down on the overhead space rental cost. 

Is not that about the picture ? 


REQUEST FOR NEW BUILDINGS IN THE DISTRICT OF COLUMBIA 


Mr. Fuorre. Well, the facts are that we have gotten funds for 
87 out of some 105 total in the works. We have one building in Wash- 
ington under construction and all we are asking for in this budget is 
actually two more, buildings 8 and 10—plus the Court of Claims and 
Court of Customs and Patent Appeals Buildings. So, I think we have 
had the bulk of the money and certainly the bulk of the building out- 
side of Washington. I am only pleading that if we had these five 
buildings that we have in our program, it would make a tremendous 
difference then and I think it would take care of the needs for a long 
time to come. There will be others pop up, but these five are very 
important. 

Mr. Evins. You have one under construction and you are asking for 
funds in 1961 for four more Federal buildings in Washington, is 
that right ? 

Mr. Fioerer. No, sir, we are asking really for buildings 8 and 10 and 
this Court of Claims Building which is a relatively small one. The 
Court of Claims Building, I think, is a different kind of building. 

Mr. Evins. In 1961 how many buildings in the District of Columbia 
do you wish to have under construction ¢ 

Mr. Fvoete. Three. 

Mr. Tuomas. And two more next year ? 

Mr. Jonas. Will you yield, Mr. Evins, to me at that point ? 

Mr. Evtns. Yes. 

Mr. Fiorre. We have not let the contracts as yet for the Geologi- 
cal Survey. We have not entered into any actual contracts. I do 
not think there will be any next year. 

Mr. Tuomas. The Civil Service Commission Building is ready, is 
it not? 

Mr. Hunter. Yes, sir. 

Mr. Jonas. Did you say you have under construction only one pub- 
lic building in Washington ? 

Mr. Fiorre. Under this program, and that is building No. 6. 
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Mr. Tuomas. That is, under his jurisdiction. 

Mr. Jonas. Who is building the alihoaniae addition ? 

Mr. Hunter. We are, but as the result of a special appropriation to 
the Smithsonian and not to us. 

Mr. Jonas. You mean there is only one under construction under 
this appropriation item, but we are building more than one building 
at the present time ? 

Mr. Hunter. But not by GSA appropriations. 

Mr. Jonas. Well, there is the State Department Building, and 
what are the others under construction ? 

Mr. Fioere. There is CIA up the river, the State Department is 
nearly complete and it is about 35 to 40 percent occupied now, and 
there is building No. 6, which is down just below the HEW Building. 

Mr. Jonas. And, the Smithsonian addition ? 

Mr. Fuioere. Yes, sir. 

Mr. Jonas. Can you tell us again what they cost ? 

Mr. Fioerre. Sure. 

Mr. Tuomas. Also include the Atomic Energy Building. 

Mr. Jonas. Including the Atomic Energy Building. Will you 
give us that information 1 for the record ? 

~ Mr. Osrerrac. You mean the one that is built ? 

Mr. Jonas. The chairman said to put in the Atomic Energy Build- 
ing. 

Mr. Hunrer. Mr. Jonas, the State Departinent Building is $52 
million, the CLA Building is $54 million, the History and Technology 
Building is $36 million, and the FOB 6 is $13 million. 

Mr. Evins. How much is the Smithsonian Building costing? 

Mr. Hunver. Thirty-six million dollars. These are limits of cost, 
sir. 

Mr. Osrerrac. The point, I believe, Mr. Jonas—— 

Mr. Jonas. I would like the rec ord to ae the total cost of all 
these buildings under construction in the Washington area irrespec- 
tive of whether you are building them or not. 

Do you have them all listed ¢ 

Mr. Fiorre. Yes, sir. Those are the main ones. 

Mr. Jonas. How many were there ? 

Mr. Fioere. There were four besides those of ours. You have 
them there. 

Mr. Tuomas. What about the Bureau of Standards Building? 

Mr. Knorr. They have asked for $23 million for construc tion—— 

Mr. Jonas. Of course, I think we ought to include the third House 
Office Building. 

Mr. Tuomas. Off the record. 

( Discussion off the record. ) 
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(The information requested follows :) 


Statement relating to construction in District of Columbia Metropolitan area from 
funds or authorizations now available, exclusive of institutional facilities, such ag 
Howard University, St. Elizabeths, etc. 





| Appropria- Maximum Amount 


Building tion act or limit of appropriated 
substantive cost in act or available 


authority 


State Department—extension and remodeling - | 84-219 $1, 000, 000 
84-533 : 800, 000 
84-814 | _. 44, 920, 000 
85-49 2, 500, 000 
86-213 3, 000, 000 
Total __- ; : ites 52, 220,000 
Central Intelligence Agency Headquarters Building - - -- 84-161 $54, 500, 000 
84-219 5, 500. 000 
34-814 49, O00, 008 
Total- me eines ‘ : 54, 500, 000 
Labor Department: 
Building for U.S. Employment Service for the District 
of Columbia and the District of Columbia Unemploy- 
ment Compensation Board 585-580 4, 995, OO 
Federal Deposit Insurance Corporation Headquarters 
Building Ws : 11, 565, 000 
Department of Commerce 
Construction of facilities, National Bureau of Standards 
Acquisition of land and initiation of design 844104 ¥30), 000 
Design of laboratory and administration building. 85-766 3, 000, 000 
Site development, boiler plant, radiation physics 
laboratory and engineering-mechanies laboratory -| ; 23, 500, 000 
Total. _- 4 annie 27, 430, 000 
Smithsonian Institution Museum of History and Tech- 
nology Building -- { $4-106 36, 000, 000 
84-219 2, 288, OO 
84-573 33, 712,000 
Total 36, 000, 000 
Department of Health, Education, and Welfare 
National Library of Medicine - - _- ; 84-041 4 
Plans and specifications ; 84-855 350, 000 
Construction and equipment 85-580 65, 950, 000 
Total. : a . 7, 300, 000 
Total appropriated to other agencies ; 194, 010,000 
Appropriated to GSA Construction, FOB No. 6 5 16, 275. 000 
Site and design 84-219 1, 593, OOF 
Construction (net 85-844 12, 050,00 
Total 4 13, 643, 00 
Grand total.__.... : 7 sale 207, 653, 00 


1 From annual appropriations available for rent, under lease construction arrangements 
2 Corporate funds 

3 H.R. 10234 passed by House and Senate, now in conference. 

4 Nonspecified. 

§ Public Law 519, 83d Cong. 


Mr. Evins. So, Mr. Administrator, it is not one building that is 
underway, but it is about seven which are underway at the present 
time when we consider the other agencies that are active in this field! 

Mr. Frorre. That is speaking as a whole, that is right. I was 
speaking of GSA efforts. 
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Mr. Jonas. When you look at the record, if there are any other 
buildings that cost substantial sums of money that we have ov erlooked, 
will you please add them ? 

Mr. Fioere. Yes, sir, 

Mr. Evins. We have just approved the Inter-American Health Cen- 
ter on Virginia Avenue and, of course, the redevelopment agencies are 
building in the various parts of the city. It seems to me that Wash- 
ington 1s pretty well saturated with c onstruction, 

Mr. Fiorre. You have 180,000 employees here. 

Mr. Evins. W ell, you bring in the contractors, of course, from 
Philadelphia, New York, and elsewhere. You do not have them here. 

Mr. Administrator, one further question : 


BASIS FOR SELECTION OF PROJECTS 


On what basis do you select projects for 1 year and defer others for 
another year or 2 years hence # 

Mr. Fioere. Well, if I can read our policy agreement, I think it will 
answer that question. I mentioned it a moment ago. 

Mr, Evins. You may submit that for the record. 

Mr. Fiorre. Very well, sir. 

(The policy statement referred to follows :) 


STATEMENT OF POLICY GOVERNING THE SELECTION OF NEW FEDERAL OFFICE BUILD- 
InG ProgeEcts To BE PROPOSED TO CONGRESS PURSUANT TO THE PUBLIC BUILDING 
Act or 1959 


1. Investigations and surveys of the public buildings needs of the Federal 
Government in more than 1,000 centers of Federal population throughout the 
United States discloses that the need for new Federal office buildings in terms of 
magnitude and potential dollar savings is comparatively greater in cities having 
the largest concentration of nonpostal Federal employees requiring the use of 
office space. Therefore, priority shall be given to the evaluation of the need for 
new Federal office building projects in those cities having the greatest number of 
nonpostal employees. Generally, this will apply to cities having a nonpostal 
Federal population of 100 or more. 

The selection of new Federal office building projects to be proposed to the 
Congress by the Administrator of General Services in accordance with the Public 
Buildings Act of 1959 will be based on the comparative urgency of need for each 
particular building. Priority of projects selected will be determined through 
a careful evaluation of factors and circumstances which evidence a compelling 
need for construction as the means of housing Federal employees. Factors and 
circumstances which will be given major consideration include 

(a) Lack of adequate and suitable space to meet needs of existing, new, 
or expanded Federal activities which cannot be provided by (1) leasing ar- 
rangements which are reasonable as to rental costs and timing; (2) altera- 
tion, conversion, or extension of existing buildings; or (8) non-Federal 
public facilities. 

(b) Lack of Government-owned space for Federal court purposes where 
such courts are authorized to be held. 

(c) Housing for expanded postal activities in joint-use Federal build- 
ings requested by the Postmaster General. 

3. When the need for the construction of new Federal office buildings is com- 
paratively less urgent, adequate and suitable leased space will be provided to 
meet those needs which cannot be economically and efficiently provided in avail- 
able Government-owned space. In so doing, the long-term leasing authority 
vested in the Administrator of General Services by section 210(h) of the Federal 
Property and Administrative Services Act of 1949, as amended, will be appro- 
priately exercised to assure the provision of the required space on terms most 
advantageous to the Government. 
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Mr. Evins. Thank you, Mr. Administrator. 

In your schedule for Memphis, Tenn., are you asking for funds for 
1961 for construction ? 

Mr. Fuoete. Yes, sir. 

Mr. Evins. Thank you. 


COURT OF CLAIMS AND COURT OF CUSTOMS AND PATENT APPEALS BUILDING 


Mr. Botanp. I just want to note that I think everyone is pleased 
that the U.S. Court of Claims and the Court of Customs and Patent 
Appeals question has been resolved. 

I think the answer was supplied with respect to what the cost would 
have been had these courts been located in two separate buildings, 

Mr. Frorre. Well, I can give you a pretty close approximation, 
We figured that when we were going to build it for the Court of 
Claims alone it was close to $6,350,000. To include the other court it 
will be approximately $7,960,000, or about $1.6 million difference, 

Mr. Boranp. To include the other court within the same building 
would come to that figure? What would you say it would cost to 
build the building for the Court of Claims alone?’ Did you say that 
figure was $6, 350,000 ? 

“Mr. Froere. Yes, sir. 

Mr. Boranp. And to build a building for the Customs and Patent 
Appeals Court would cost how much ? 

Mr. Fioere. Well, to house both of them it is $7,960,000. The 
building for the Court of Claims alone was estimated to be about 
$6,350, 000 and, therefore e, it would cost about $1.6 million to house 
the Customs Court. We never figured to give them a separate build- 
ing, however. 

Mr. Bonanp. You never did figure on doing that? 

Mr. Fuoere. No, sir. 

Mr. Boxanp. Well, would not that have had to come sometime in 
the future? In what building is the Court of Customs and Patent 
Appeals located ? 

Mr. Fvoete. In the building of the Internal Revenue Service. 

Mr. Bortanp. They would have to get out of there sometime in the 
future anyway and you would have had to build for them another 
building, perhaps? 

Mr. Fvoere. I think they needed about 40,000 square feet and, 
therefore, we never had thought of putting them in a separate build- 
ing. 

Mr. Botanp. That is all. 

Mr. Osrertac. Most of these buildings or projects are associated 
with the postal-service buildings, are they not ? 

Mr. Fuoere. A great many of them on this list are; yes. 

Mr. Osrertac. Would you say they are general Federal office build- 
ings, including post offices ? 

Mr. Frorre. Yes, sir. 


CUSTODIAL SERVICES OF POST OFFICES 
Mr. Ostrertac. This is aside from the building program, but word 


has come to me rather indirectly that the custodial services involving 
post offices is being transferred to the General Services Administra- 
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tion, or being taken over by the General Services Administration, Is 
that correct ? 

Mr. Fuoere. That is not a correct statement; no, sir. You seeGSA 
does operate certain buildings in which the Post Office is a tenant, 
and other agencies also. That was by agreement entered into 10 
years ago. Well, ever since then there have been further discussions 
as to whether some more of them should not be handled by GSA where 
the Post Office did not have the predominant space use. 

Mr. Osterrac. In other words, where it was a part of a Federal 
building ? 

Mr. Fiorre. Yes. We have been making studies and we have come 
to an agreement as to some that could be considered, but we are not 
formalizing it until we are certain of the existing law and whether 
there is need for additional legislation to protect both employees of 
GSA and the Post Office Department as to wages and seniority. I 
do not know when that will be clarified. There is nothing imminent 
about: it. 

Mr. Osrerraa. It is being studied, is that it? 

Mr. Fiorre. That is it, and it has been for 10 years. 

Mr. Osrertac. But, actually, there is a question as to the provisions 
of the law granting authority for such a transfer? 

Mr. Fiorre. Well, there is a question as to whether it exists and 
we know legislation is necessary to solve the wage and seniority policy. 

Mr. Osrertac. Would that be applicable, Mr. Floete, only where 
a post office and other Federal facilities are combined ¢ 

Mr. Fiorre. Yes, sir; it would only be where the Post Office was not 
the principal tenant. 

Mr. Osrerrac. In other words, the thought and considerations 
involved in this is not to take over the entire custodial service of the 
Post Office Department where, for example, the post office is a single, 
separate building in and of itself ? 

Mr. Forte. No, sir; there was never any such thought. 


PROJECT AT HICKORY, N.C. 


Mr. Jonas. Mr. Floete, I too want to express my admiration to 
you for the job which you are doing. I note that you are not asking 
for funds to construct the project at Hickory, N.C. I understood 
when you were here before that this project was to be included in the 
1961 funding. How did it happen to - deleted ? 

Mr. Fiorre. Because the lean will not be ready, Mr. Jonas. 

Mr. Jonas. Are the plans in progress now ? 

Mr. Frorre. Well, they will be under this appropriation; yes. 

Mr, Jonas. No, you say that 

Mr. Fiorre. Yes, they are. 

Mr. Jonas. You already have $187,000 previously appropriated 
for planning. 

Mr. Frorre. Yes, but the plans will not be ready until 1961. 

Mr. Hunrer. Until recently we didn’t have complete approval 
from the two committees to start it. 
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Mr. Jonas. Then, column 2 in Schedule 1, under the caption “Site 
and Expense Funds Previously Appropriated,” I see $187,000 for 
Hickory, N.C. 

What additional approval do you need if you have funds already 
appropriated ? 

Mr. Turrtn. Mr. Jonas; if I may answer that, that project has 
now been approved. 

Mr. Jonas. It has been approved ? 

Mr. Knorr. It has been approved by both committees; yes. 

Mr. Jonas. And funds have previously been appropriated for site 
acquisition and planning? 

Mr. Kworr. That is right. We are ready now to proceed with 
the site acquisition and design. That we can do now that we have 
the approval of the Public Works Committee. 

Mr. Jonas. It certainly will not take you 6 months to complete 
plans for a ee extension of the present building, will it / 

Mr. Fvoere. I do not think so either. 

Mr. Jonas. When all is involved is a building and an addition— 
buying a lot and building an addition to a present’ building. 

Mr. Tuomas. According to the record, the latest date your plans 
would be ready would be June 1961. As Mr. Jonas pointed out, you 
have your sites and planning money and certainly that is no more than 
a 30- to 60-day job. 

Mr. Knorr. We can get the plans by that time. 

Mr. Jonas. You can get the plans by what time / 

Mr. Knorr. By the end of June, that is our schedule. 

Mr. Hunter. Of this year. 

Mr. Knorr. Of 1961. 

Mr. Jonas. But that is 15 months. It will not take you that long 
to complete your plans for that little extension, will it / 

Mr. Hunter. No, sir. 

Mr. Tuomas. They have sites and planning money now. Certainly, 
you ought to get your sites and architectural plans ready in 60 days. 

Mr. Hunrer. i would say by the Ist of January we would be ready 
to go on the market with the project. 

Mr. Toomas. Why should it take 7 months? 

Mr. Hcunnter. We have to acquire the site and survey it. 

Mr. Fioerr. We ought to be able to do better than that. 

Mr. Titomas. Sixty days is all you need. Is it new construction or 
major alteration ¢ 

Mr. Hunter. No, this is not new construction; it is an extension, 
and sometimes they are more difficult than hew construction because 
you have to tie in to the old building. 

Mr. Tuomas. It is major alteration or an exténsion to an existing 
building ? 

Mr. Hunter. Yes, sir. 

Mr. Tuomas. Why is it going to take longer than 60 days to do 
that ? 

Mr. Frortrr. Do not defend a year and a half, Mr. Hunter. 
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Mr. Tuomas. If you had to go out and buy a brandnew piece of 
land and go through the process of checking with the mayor and 
everyone concerned in the town, it would be different, but this is a 
major alteration or an extension to an existing piece of property. 

Mr. Jonas. Actually, there is no one to check with because there 
is only one possible location and that is a vacant lot adjacent to the 
present building. All you have to do is buy it and have the archi- 
tect to draw up the plans. I would think you could do that within 
a few months. 


REPAIR AND IMPROVEMENTS OF COURT FACILITIES 


Mr. Jonas. There is one thing I want to inquire about, Mr. Floete: 

Under another title, “Repair and improvements,” I notice that 
some of the members of another subcommittee of our Appropriations 
Committee, the Subcommittee on the Judiciary, were critical of the 
Department of Justice. I would like to inquire as to how you 
select these projects for inclusion for the construction and repair of 
court facilities and courtrooms. 

Do you just accept, without question, what the Department of 
Justice requests¢ Do you require any justification, examine their 
needs, or how do you go about choosing these projects to build court 
facilities or improve existing ones? 

Mr. Fiorre. I think I know, but Mr. Macomber is perhaps in a 
better position to answer that than I am. 

Mr. Jonas. While you are thinking about that answer, may I read 
a colloquy which appears on page 98 of the report of the hearings 
before the Subcommittee on the Judiciary? Mr. Cederberg had 
asked Mr. Olney who determined when additional facilities for court- 
rooms are required and which should be constructe:|. Mr. Olney 
replied as follows: 


Mr. OLNEY. It is basically the court itself that determinés whether the facility 
is needed. Of course they take that up with the Administrative Office, but if 
the judges of the court assure us that a facility at Timbuktu is needed and it is 
in their district, we do not go back to that. 

Mr. CeperBerG. Do you have authority to go back of that? 

Mr. OLNEY. No, sir; we do not. 


Mr. CEDERBERG. In other words, the authority is vested in the judges of a 
particular judicial district? 

Mr. OtNey. As to what is needed, that is right. 

Is there not somebody in the Government who has the authority to 
check a little bit on the judges to determine whether the additional 
facilities they have requested are actually needed and meet other 
standards and criteria, or do they just rubberstamp their request and 
schedule these facilities to be constructed ? 

Mr. Frorre. I would like to have Mr. Macomber answer that. 
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Mr. Macomper. Mr. Jonas, I do not think this is entirely a matter of 
jaw as much as it is a matter of practice, but it is our understanding 
that we receive our requests for court space from the Administratiye 
Office of the U.S. Courts, for whom Mr. Olney was speaking in that 
colloquy you read. 

Mr. Jonas. That is right. 

Mr. Macomper. And, I think while we may exercise some judgment 
as to relative priorities, it is my understanding that we do not or. 
dinarily seriously question their statement of need. I am getting out 
of the legal field here in stating merely what my understanding is, 

Mr. Jonas. What, if any, control does the Bureau of the Budget 
exercise / 

Mr. Macomper. The Bureau of the Budget, of course, would re- 
view our estimates. 

Mr. Jonas. You make the submission to the Bureau of the Budget 
instead of the Administrative Office of the Department of Justice? 

Mr. Macomper. Yes, sir. 

Mr. Jonas. I have great respect for our Federal judges, but frankly, 
I do not think it is advisable to abdicate our responsibility in dec ‘iding 
where to build courtrooms and let the district judges have carte 
blanche to just control that without any supervision or control. What 
I am seeking here is information on the procedure that is followed 
and trying to determine if it is true, as Mr. Olney states, that this isa 
program that is controlled, not by Congress, the Bureau of the Budget, 
or the GSA. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Jonas. Yes. 

Mr. Ruopes. I think the gentleman can rest at ease as far as people 
turning down the requests for new courtrooms are concerned because 
the GSA surely turned one down in Phoenix about a year ago. It 
was only after the senior Senator from Arizona, who happens to > be the 
chairman of the Appropriations Committee of the Senate, intervened 
in the thing that it got built. I had a rather large file of correspond- 
ence in which the GSA turned down this new courtroom in Phoenix, 
although everybody had agreed it was needed, until the intervention 
of the senior Sen: itor, so somebody certainly up there is watching the 
courtroom construction, 

Mr. Knorr. If I may comment on that, Mr. Chairman, as you recall, 
Mr. Rhodes, in that case this was a question of providing for court 
space in a building on the site where we are building a new building, 
which will provide the court facilities. The question was whether we 
were warranted in spending the money to convert space in this old 
building, which we were going to tear down. 

Mr. Ruopes. The point is the judges decided they wanted the build- 
ing. You decided they should not have it. 

That must mean you must have some authority to do this. 

Mr. Knorr. That is right. 

Mr. Jonas. The result will be you will have two courtrooms in 
Phoenix and only one is necessary. 

Mr. Ruopes. No. We will tear the building down they built the 
new courtroom in. The question was whether they could last fora 
year without a new courtroom, 


bu 


SO 
m 


of 
y¢ 
¥ 

In 


th 


in 


or 





of 
ag 
ve 
at 


ved 
is a 
ret, 


yple 
use 

It 
the 
ned 
nd- 
nix, 
tion 
the 
call, 
ourt 
ling, 


r we 
: old 


uild- 


1s 


t the 
for a 


1119 


Mr. Knorr. I think this word of explanation is due: The courts 
come in the same category and under the same scrutiny as any other 
Federal agency asking for space when we are studying plans for the 
building of a new building. Many times they are already located in 
the area. Many times a judge has retired but is continuing to be ac- 
tive. Of course, new judges are being added so that the problem has 
been aggravated and we naive been providing additional court facil- 
ities, trying to project the needs as best the Administrative Office of 
Courts can tell us. While I am not aware of the scrutiny that they 
subject these requests to, I do not think we have ever provided courts 
where they were not on record as requiring them. 

Mr. Jonas. What do you do when you get a request from the Ad- 
ministrative Office of the Department of Justice for new courtroom 
facilities? Unless there is some special circumstance, you approve 
that request and put it in your program ? 

Mr. Knorr. Right, sir. This is where the court is authorized to be 
held. 

Mr. Jonas. According to what Mr. Olney says, they do not go back 
behind the recommendation of the judges, so the net result is that 
the judges make the decision on whether new facilities are required 
and from there on it is virtually automatic. 

Mr. Knorr. We have had occasion where we were building a new 
facility and where the judges wanted the court facilities relocated 
in the building and we have refused to do that because it represented 
less cost to expand whatever court facilities there were in the existing 
building than to provide for them in the new building. 

As a matter of fact, one of the principal elements of high cost in 
some of these new buildings is the court space. It is probably the 
most expensive thing we build. 

Mr. Jonas. That 1s all. 

Mr. Tuomas. While we are on this subject, in looking over the list 
of projects, some 200 under your program of minor alterations in 
your $60 million program. How many new courtrooms are you build- 
ing or altering, et cetera? I notice there are a good many. 

Dice is one at Birmingham and one in Dothan. This is outside of 
the District of Columbia. Here is one in Gadden, one in Mobile, one 
in Tuscaloosa, also in Alaska. 

You have them listed by States. There is one in San Francisco, 
onein Denver. About how many are there? 

Mr. Turrrn. Mr. Chairman, all of those repair projects are identi- 
fied by the building and in some cases there might be a repair or 
renovation in the building and not necessarily creating additional 
court space. We can furnish for the record the number of locations 
where additional space is actually being provided for courts, 

Mr. Tuomas. What about the renovation of existing court facili- 
ties? You have quite a few items in here. There are new chambers 
and what have you. Under your minor alterations program that costs 
less than $200,000, do you follow the same procedure in changing 
existing courtrooms that you do in construction of new ones? 

How much of this would go for alteration of existing courtrooms? 
Would you say a 10th, or 5th of it? 

Mr. Knorr. I do not have any idea without running it out. 
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Mr. Froere. It is designated “Post Office Courthouse.” Mayhe it 
is all in the post office section. 

Mr. Tuomas. It was not clear to me. 

Mr. Osrerrac. These are all multiple-purpose buildings, are they 
not ¢ 

Mr. Turrrn. Practically all of them are multiple. 

Mr. Fiopre. We would have to supply that eaichennaibor: 

Mr. Tomas. Every time you get a new judge, he wants to change 
the office of his predecessor around. 

Mr. Frorre. They are pretty demanding. 

Mr. Tuomas. What consideration do you give those requests? Do 
you just OK them when they are submitted to you by Mr. Olney 
over at the Justice Department? Apparently the Bureau of the 
Budget OK’s your submission. 

Mr. Froere. I cannot answer you, frankly. 

Mr. Tuomas. There has been some "complaint to this committee for 
approval of these funds by several Members of the House. When you 
get back to the office, give us a little note by projects in your minor 
alteration program and then your major alteration program. 

Mr, Frorre. All right, sir. 

(The information requested follows :) 


Specific provisions for alterations and additional space for U.S. courts in the repair 
and improvement appropriation for 1961 





Location Additional | Alterations to 
eourt space court space 


Dothan, Als., post office, courthouse- - - - . $13, 90 
Opelika, Ala., post office, courthouse 13, 900 
Fairbanks, Alaska, post office, courthouse | 4, 400 
Denver, Colo., post office, courthouse -- i 30, 000 
Washington, D.C., U.S. court : 11, 100 
Hammond, Ind., pest office e 3,30 
Jackson, Ky., post office, courthouse 5,600 
St. Paul, Minn., courthouse sehdok 61, 100 
New York (Foley Square), courthouse-_-_-- ‘ $390, 000 
Washington, N.C., post office, courthouse 2, 
Medford, Oreg., post office, courthouse - ’ 22, 200 
Lewisburg, Pa., post office... ..._-- 1 56, 000 
Columbia, 8.C., courthouse | ; { 4,400 
Chattanooga, Tenn., post office, ‘courthouse 13, 90 
Knoxville, Tenn., post office, courthouse 13, 900 
Spokane, Wash., post office, ‘courthouse, custom house 18,300 
Yakima, Wash., post office, courthouse 38, 0) 
Total 3 390, 000 307,00 


Mr. Tuomas. When you are building a building, that is something 
else. That isa matter you have to proyide for. 

Mr. Rhodes? 

Mr. Ruoprs. Does a judge pretty well write his own ticket as far as 
plans and specific: itions are concerned also ¢ 

Mr. Knorr. No, sir. In the case that we were talking about in Phoe: 
nix, to comply with the judge’s request would have cost us $55,000, 
We thought that was too much money to spend in a building we were 
going to tear down. 

Mr. Ruopes. I would agree with you there. 

Mr. Knorr. The actual cost as we finally pared it down, and it was 
not too well received, is around $10,000 for the temporary space, 

Mr. Ruopes. Of course, you had torn his courtroom down. 
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Mr. Knorr. That is right. 

Mr. Ruopes. The Federal building, Mr. Chairman, was being 
wrecked, so they could build a new building, and the judge was sitting 
there without any courtreom and he did not take very kindly to that 
sort of treatment. 

Mr. Tuomas. Then when he got his courtroom built, he did not need 
it. 

It is pretty rough either way. 


PROJECT AT NOGALES, ARIZ. 


Mr, Ruopes. I wanted to ask a question on the first page concerning 
the extension of the building in Nogales, Ariz. That is the border 
station down there. 

I am not clear as to the use to which the $509,000 will be put. It 
is listed under sites and expenses. There is nothing listed under im- 
provement cost. Is the $509,000 for the total project, ¢ 


Isthat the total project? That will take care of any additional land 
in the construction area ? 


Mr. Knorr. That is right. 

Mr. Rsopes, This wi proceed as soon as the money is made avail- 
able? 

Mr. Knorr. Yes. That is a new building altogether. 

Mr. Ruopes, That is right. This will build the new building, this 
$509,000 ? 

Mr. Fiorre. No. 

Mr. Turpty. That is for the acquisition of some additional land 
and for the drawings and specifications. The total cost of that 
project. is $1,888,000, 

Mr. Ruonrs. So the $509,000 is just for the initial eost of planning 
and acquisition of site ¢ 

Mr. Toate. That is right. 

Mr. Ruopes. Would that also be true of all of the other items on 
this page in which the total is set forth under the total column but 
where there is no item under the improyement cost ? 

Mr. Frorre. That is right. 

Mr. Ruopes. In other words, the jtem under “Total,” where that 
situation occurs is only for aequisition of site and for plans? 

Mr. Turrr. That is correct. 


NEW PROJECTS 


Mr. Ruopes. So that all of these items on 
are new projects which have just come into 
of being Seam this fiscal year ? 

Mr. Turern. That is correct. 

Mr. Ruopes. Who justifies all these projects? 
the legislative committee and justify each one? 

Mr. FLorrr. Each one; yes, sir. 
_Mr. Ruopes, Does the operating agency appear before the legisla- 
tive committee ¢ 

Mr. Frorre. No; they do not. 


Mr. Ruopes. The operating agency justifies 
Services ¢ 


age 1 under this category 
yeing or are in the process 


Do you go before 


before General 
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Mr. Fiorre. Yes, sir. 

Mr. Ruopes. Do you look at the justifications carefully ¢ 

Mr. Frorre. We try to, yes, sir. 

Mr. Ruopes. We have had one instance in which nobody looked at 
what the court wants to spend. I wondered how carefully you go 
into the other requests for these buildings. 

Mr. Fiorre. We go into it very carefully, Mr. Rhodes. 

Mr. Ruopes. What is your process? What do you mean you go 
into it? What do you do? 

Mr. Fioere. The data is all submitted by our regions who are on 
the spot and who go and make an on-the-spot examination of existin 
conditions, the amount of rented space we have, the condition of the 
Government-owned space, the number of personnel and the age of 
the building, if Government-owned, the condition; and then they 
submit the data in that manner, showing by each agency the infor- 
mation IT have just mentioned. 

Mr. Ruopes. They project future growth also? 

Mr. Fiorrre. We always have a factor for expansion, something 
slightly more than the immediate needs. 

Mr. Ruopes. Do you crank that formula in on any scientific basis, 
or is it just oor percentage which you always add to a building? 

Mr: Froere. I do not think you can put it on an exactly scientific 
basis. 

Mr. Ruoves. The thing I am getting at, I understand that the State 
Department now has plans for ‘filling that new building down there 
and they still are going to keep a lot of the space that they had to rent. 
We assumed when the new building was built, they would be able to 
give up all of these rented spaces. 

Mr. Tuomas. We hope the Administrator gets that authority from 
the Bureau of the Budget so he will have some authority to say “No.” 

Mr. Fioere. They are going to give up a great deal of space and 
have already done so. 

When plans were made for that new building, it is my understand- 
ing that they expected to get everybody into it and two others. It 
may have changed a little “but not substantially. We are getting a 
lot of space right now. 

Mr. Ruopes. It and two others? 

Mr. Fiorre. Yes. One was an adjoining small building. I do not 
know where the other one was. 

Mr. Knorr. Health, Education, and Welfare; they were retaining 
space in there for the broade: asting facility. 

Mr. Froere. That is right. 

Mr. Ruopves. For USIA ? 

Mr. Knorr. Yes. 

That is built into the building. 

Mr. Ruopes. You do have some sort of factor in which you try to 
anticipate future growth on these buildings? 

Mr. Froere. That is right. 

Mr. Ruopes. I think you are doing a fine job. I must say, Mr. 
Floete, that as a minority member of the committee I would like to 
report to you this committee usually agrees on almost everything, 
but. we are especially unanimous when it comes to the subject of your- 
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Mr. Tuomas. That is well said. 

Mr. Ruopes. We do agree on that. 

Mr. Tuomas. You and your staff. 

Just one further question, gentlemen: This money you are request- 
ing here does not indicate there is an installment dealing in it? 

This is turnkey ? 

Mr. Fioere. What do you mean by that ? 

Mr. Yates. You do not want any additional money later on for it? 

Mr. Tuomas. Every item you have submitted is a complete turnkey 
cost @ 

Mr. Froete. That is right. 

Mr. Jonas. Mr. Chairman, I failed to join with the other members 
of the subcommittee in paying my respects to Mr. Floete and his asso- 
ciates and I did not want to let the record close without doing that. 

Mr. Tuomas. Thank you very much. 


Tuourspay, Marcu 17, 1960, 
VeTeraAns’ ADMINISTRATION Hosrrrat, MARTINEZ, CALIF. 


WITNESSES 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

HON. JACK O. FRIES, MAYOR OF MARTINEZ. CALIF. 

GEORGE R. GORDON, TRUSTEE OF CONTRA COSTA JUNIOR COLLEGE 
DISTRICT AND DIRECTOR AT LARGE OF CALIFORNIA SCHOOL 
BOARD ASSOCIATION 

MELVIN NIELSEN, CHAIRMAN, CONTRA COSTA BOARD OF SUPER- 
VISORS, CALIFORNIA 

DR. GEORGE DEGNAN, MEDICAL DIRECTOR, CONTRA COSTA COUNTY 
HOSPITAL AT MARTINEZ 

JAMES T. RITCH, PUBLICITY DIRECTOR, CONTRA COSTA COUNTY 
DEVELOPMENT ASSOCIATION 

RON WRIGHT, BUSINESS AGENT, LABOR UNION 324, CONTRA COSTA 
COUNTY, CALIF., AND SECRETARY-TREASURER OF NORTHERN 
CALIFORNIA DISTRICT COUNCIL OF LABORERS 


Mr. Tuomas. Will the committee please come to order. We have 
with us this morning a distinguished group headed by our able and 
delightful friend and colleague, Congressman Baldwin, of California. 

Mr. Baldwin, we are delighted and honored to have you and your 
distinguished group. We always welcome your appearance here and 
your good judgment. 

Mr. Batpwin. Thank you very much. 

Mr. Tuomas. So if you will be kind enough to help the committee 
out, and take care of your delegation and introduce them, we will be 
delighted. 

Mr. Batpwin. Thank you very much. 

Mr. Chairman, I do have a brief statement I would like to go over. 
There is a copy here for each member of the committee. 
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I deeply appreciate this opportunity to again appear before your 
subcommittee with relationship to the planned Veterans’ Administra- 
tion hospital at Martinez, Calif. 

The Veterans’ Administration has included the sum of $11,714, 
000 in the budget for the construction of this hospital. Six ‘local 
witnesses have come all the way across the country from California 
toappear with me at this hearing. 

About 6 years ago the Veterans’ Administration determined that 
the present Veterans’ Administration hospital at Oakland, Calif, 
should be replaced. This decision was made because the present VA 
hospital at Oakland is located in an old converted hotel which is quite 
inefficient for hospital purposes. The costs of maintenance of this 
hospital are excessiv ely high. In addition, the hospital building con- 
stitutes a serious fire hazard because of inadequate elevators. 

In the 84th Congress an appropriation for $1 million was approved 
in the Independent Offices Appropriations Act for site acquisition 
and for architectural plans and designs for a new hospital to replace 
the Oakland hospital. The Veterans’ Administration made an ex- 
haustive search for the proposed site for this hospital. All possible 
sites in both Contra Costa County and Alameda County were con- 
sidered. In the fall of 1956 the Veterans’ Administration selected 
and purchased the new site at Martinez, Calif. 

During the years 1957 and 1958, the Veterans’ Administration 
worked with the Budget Bureau in determining the proper space re- 
quirements for this new VA hospital. When these space require- 
ments were agreed upon, the Veterans’ Administration then let a con- 
tract for preparation of plans and designs for this hospital. This 
contract was awarded on December 3, 1958, to an architect-engineer. 
The plans and designs will be completed this summer. ‘These plans 
and designs are further along for this hospital than for either the 
oroposed new Washington hospital or the proposed new Cleveland 
bospital. In other words, the hospital will be fully ready for con- 
struction by July 1, 1960, which is the beginning of fiscal year 1961. 
In order that there may not be any unnecessary delay, it is essential 
that the sum of $11,714,000 included in the budget be approved at this 
time for this new hospital. 

I have been informed that a delegation from Alameda County has 
come back to Washington for the announced purpose of endeavoring 
to block the appropriation for this new hospital. I think this is most 
unfortunate and is a disservice to the veterans who will be served by 
the hospital. Actually, all sites in Alameda County were viewed by 
the Veterans’ Administration before the Martinez site was selected. 
Furthermore, the Alameda County communities do not themselves 
agree as to which site in their county they would like to have picked. 

It is significant that a number of major impartial organizations 
have taken a strong position in favor of the appropriation of funds 
this year for the construction of the hospital at Martinez. In this 
connection, I am enclosing letters which I have received from the 
national headquarters of the American Legion, from the national 
headquarters of the Disabled American Veterans, and from the na- 
tional headquarters of the Veterans of Foreign Wars, stating they 
are in support of this appropriation and the construction of the 
Martinez hospital. I am also enclosing a statement from the Cali- 
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fornia State Council of American Veterans Committee to the same 
effect. In addition, I am enclosing a letter from Mr. Bryan Deavers, 
president of the California State Building and Construction Trades 
Council, urging that the appropriation be approved. _ ' 

Both of our U.S. Senators from California are in favor of this 
appropriation. I am enclosing a letter from Senator Kuchel on this 
subject. I am also attaching a telegram from Gov. Edmund G. 
Brown, of California, urging the approval of this appropriation. I 
would like to read the telegram. It is very short. 

(The telegram was read as follows :) 

SACRAMENTO, CALIF., March 15, 1960. 

Hon. ALBERT THOMAS, 


Chairman, Subcommittee on Independent Offices, Committee on Appropriations, 
House of Representatives, Washington, D.C.: 


There have for several years past been pending before Congress bills to appro- 
priate funds for the construction of a new veterans’ hospital in northern Cali- 


fornia. I have in the past recommended this appropriation, and I take this 
means of again recommending it to you. 


The veterans groups in California are unanimous in the belief that such a 
hospital should be constructed. The present facilities are now, and have been 


for some time, inadequate. I hope you wil give favorable recommendation to 
this appropriation. 


EpMUND G. Brown, 
tovernor of California. 

I would also like to read an excerpt from the Senate committee re- 
port on the independent offices appropriation bill last, which states 
that it is urgent that the Martinez VA hospital be built as soon as 

ossible. 

(The excerpt was read as follows :) 

[Excerpt from the Senate Appropriations Committee report (1959) ] 

The committee is convinced that there is urgent need for the new veterans’ 
hospital to be located at Martinez, Calif. It is understood that the plans are 
proceeding, and it is hoped that they will be finished under the highest priority, 
in order that construction can be started as soon as funds are available. 

One of the most important factors to be considered in connection 
with a new hospital in California is freedom from smog which has 
become a serious problem in our State. The smog conditions in Oak+ 
land and San Francisco have become so serious that a bay area air 
pollution control district has been established. I am enclosing a letter, 
dated March 14, 1960, from Mr. Benjamin Linsky, air pollution control 
officer for this district, which clearly shows that Martinez has a 
significantly lower oxidant concentration than Oakland and other 
parts of Alameda County. For example, in the average peak month of 
October, Martinez has only 0.8 part per million whereas Oakland has 
2.3 parts, over seven times as much smog pollution elements in the 
atmosphere. I am likewise enclosing a letter from Dr. H. L. Blum, 
health officer, Contra Costa County, bringing out this same point. 

California has had the largest increase in veterans population since 
World War IT of any State in the Union. This new hospital will serve 
the tremendous population in Contra Costa and Alameda Counties as 
well as counties in the Sacramento Valley, all the way to the Oregon 
line. The hospital is urgently needed. Its improved facilities will be 
of great help to disabled and other veterans in need of medical care. 
Any delay at this time would be most harmful to the needs of the vet- 
erans in northern California. For this reason I should like to. urge 
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that your committee approve the budget sum of $11,714,000 for the 
immediate construction of this new Veterans’ Administration Hospital 
at Martinez. 

Mr. Chairman, I should like to insert in the record at the end of my 
statement « telegram from the mayor of Richmond, Calif., the largest 
city in Cont.a Costa County. This telegram urges that an immediate 
appropriation be made for this purpose. 

(The communication referred to follows :) 


THE AMERICAN LEGION, 
REHABILITATION COMMISSION, 
Washington, D.C., February 8, 1960. 
Hon. JoHn F. BALDWIN, 
Member of Congress, House Office Building, 
Washington, D.C. 


DEAR Mr. BALDWIN: Thank you for your letter of January 28 to the national 
commander relative to VA construction funds for new hospitals at Cleveland, 
Ohio, Washington, D.C., and Martinez, Calif. 

We do intend to appear before the Appropriation Committees in support of early 
construction of these three hospitals, and we are pleased to note that you intend 
to do the same. 

For your information there is enclosed a copy of Resolution 9, adopted by the 
national executive committee at its April 29-May 1, 1959 meeting, relative to 
the new hospital for Washington, D.C. 

Sincerely, 
JOHN J. Corcoran, Director. 


DISABLED AMERICAN VETERANS, 
NATIONAL SERVICE HEADQUARTERS, 
Washington, D.C., February 5, 1960. 
Hon. Joun F. BALDWIN, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Batpwin: This is in further reference to your letter dated January 
28, 1960, relative to appropriations for the construction of VA hospitals at 
Cleveland, Ohio, Washington, D.C., and Martinez, Calif. 

Our national commander, Bill H. Fribley, left his duties as speaker pro tem 
of the Kansas House of Representatives to come to Washington, D.C., yesterday 
to keep a White House appointment with the President. While he was in this 
city I had the opportunity to discuss with him the subject in which you and we 
are mutually interested. 

Commander Fribley asked me to inform you, feeling as we do about the 
necessity for the hospitals in the localities mentioned above, that the Disabled 
American Veterans will most certainly be alert to the situation and do what- 
ever is indicated to support the construction through the availability of adequate 
funds when the time arrives for definite action during the legislative course of 
the appropriations bill. We understand that it will be some weeks before 
the VA section of the independent offices bill is reached in subcommittee. 

Thanking you for calling attention to the above matter, I am 

Sincerely, 
ELMER M. FREUDENRERGER, 
Acting National Director of Legislation. 


DISABLED AMERICAN VETERANS, 
NATIONAL SERVICE HEADQUARTERS, 
Washington, D.C., February 1, 1960. 

Hon, JoHN F. BALDWIN, 
House of Representatives, 
Washington, D.C. 

Dear Mr. BAatDwin: Your letter of January 28, 1960, relative to appropria- 
tions for the construction of VA hospitals at Cleveland, Ohio (800 beds) ; Wash- 


ington, D.C. (700 beds); and Martinez, Calif. (500 beds); has been received 
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and in the absence from Washington of National Commander Bill H. Fribley 
I am taking the liberty of acknowledging your very much appreciated expression 
of interest in the VA hospital building program. 

As you know, the above-mentioned new hospitals were previously authorized 
by the Congress together with technical funds. The items in the present budget 
would have made available the moneys necessary for construction purposes. The 
Disabled American Veterans has heretofore made clear its interest in seeing that 
these hospitals are constructed with a minimum of delay and when National 
Commander Fribley next comes to Washington, which will probably be within 
the next few days, you may be assured that your letter will be called to his 
attention. 

Thanking you for your interest and cooperation, I am, 

Sincerely, 
ELMER M. FREUDENBERGER, 
Acting National Director of Legislation. 





VETERANS OF FOREIGN WARS 
OF THE UNITED STATES, 
NATIONAL HEADQUARTERS, 
Kansas City, Mo., March 1, 1960. 
Hon. JonNn F. BALDWIN, 
Member of Congress, 
U.S. House of Representatives, 
Washington, D.C. 

Dear Mr. BALDWIN: This is in reply to your letter of January 28 to the com- 
mander in chief of the Veterans of Foreign Wars concerning the VFW posi- 
tion with respect to the construction of three new Veterans’ Administration 
hospitals, namely, at Cleveland, Ohio, Washington, D.C., and Martinez, Calif. 

The Veterans of Foreign Wars has strongly favored and testified in behalf of 
the replacement and construction of new hospitals in the three areas mentioned 
above. Accordingly, this office will request the opportunity to testify before the 
Appropriations Committee to strongly urge that the money recommended in the 
President’s budget for fiscal year 1961 shall be approved by the Congress for 
the construction of these three new hospitals. 

Thanking you for bringing this matter to the attention of the Veterans of 
Foreign War and wishing you continued success as a valued Member of the 
Congress, I am, 

Respectfully yours, 


FrRANcIS W. STOVER, 
Director, National Legislative Service. 





CALIFORNIA STATE COUNCIL, 
AMERICAN VETERANS COMMITTEE, 
Berkeley, Calif., March 14, 1960. 
Congressman JOHN BALDWIN, 
House of Representatives, 
Washington, D.C. 


s Deak Mr. BaLtpwin: Our State convention, held in San Francisco on March 
0-6, reaffirmed our support of the Veterans’ Administration's decision to build its 
hospital in Martinez. 

This matter has been going on for so long that I don’t think it necessary to 
repeat our arguments. It is only the renewed appeal by Alameda County that 
caused it to be brought before the convention this year, 

We feel that the only effect of a decision in support of Alameda County’s 
claims will be another 4 years of delay, and that will bring us no closer an ade- 
quate hospital than we are now. 

Such a delay cannot be tolerated. 

So I hope you will be able to use such material as I sent to you in past years 
to good advantage before the Appropriations Committees this year. 

Very truly yours, 
BEN NEUFIELD, State Chairman. 
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MARCH 16, 1960, 
Hon. ALBERT THOMAS, 


Chairman, Independent Offices Subcommittee, House Appropriations Committee 
House of Representatives, Washington, D.C. . 
Deak Mr. THoMas: It is my understanding that the budget for fiscal year 
1961 recommends that the sum of $11,714,000 be appropriated for a Veterang’ 
Administration hospital to replace the present Oakland VA Hospital. 

On behalf of the California State Building & Construction Trades Couneil, | 
should like to urge that this appropriation be approved by your subcommittee. 
There is an urgent need for this new hospital in northern California. 

Sincerely yours, 
BRYAN DEAVES, 
President, California State Building & Construction Trades Council. 


U.S. SENATE, 
COMMITTEE ON APPROPRIATIONS, 
March 16, 1960, 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, 
Washington, D.C. 


My Dear Mr. CHAIRMAN: I am informed that your subcommittee will meet 
tomorrow to consider an item in the independent offices budget of $11,714,000 
for construction of a new Veterans’ Administration hospital in northern Cali. 
fornia. I supported the request for these construction funds last year by letter 
to you dated April 23. 

While the Congress deferred the necessary appropriation last year, the 
President’s budget for fiscal 1961 includes the item. I understand the archi- 
tectural and engineering plans have been completed, and that a site near the city 
of Martinez, Calif., has been acquired and prepared. 

There appears to be a difference of opinion among some of my constituents 
as to the location. I represent the entire State of California. I would not in- 
ject myself into a dispute between two communities. I have taken this position 
during the several years in which the Veterans’ Administration was selecting a 
site. But, once the selection had been made by the Administrator and his medical 
staff, I have supported the request for funds, and I conceive this to be my duty 
where the method of selection has been reasonable. 

It is my position that the United States is obligated to provide hospital facili- 
ties for its war veterans which are suitable both as to the amount of space avail- 
able and of the most modern and efficient type. The proposed new hospital in 
northern California will supplant one which has been located in a former hotel 
in the city of Oakland. It has been widely recognized that this is an inadequate 
indeed a dangerously inadequate, hospital. 

Very sincerely yours, 
Tuomas H. KvucHet, 
U.S. Senator. 


Bay AREA Arr PoLtLurIon ConTROL DISTRICT, 
San Francisco, Calif., March 14, 1960. 
Hon. JacKk O. FRIEs, 
Martinez, Calif. 
Dear Jack: Enclosed is a report from our meteorologist, Elmer Robinson, 
giving Martinez air pollution information. 
It includes tables 1 and 2, which summarize the oxidant measurements in the 
bay area. 
I trust these will be of use to you. 
Sincerely, 
BENJAMIN LINSKY, 
Air Pollution Control Officer. 
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TaBLE 1.—Frequency of high oxidant by local area (October 1954 to December 1959) 


_ 











} 
Local area Jan. | Feb. | Mar.| Apr. | May | June | July } Aug. | Sept. | Oct. | Nov. | Dec 
ey ein ng en eee enantio ame 
ontra Costa (Mar- 
— o | 0 | o | o2] 02] 02] o | a2] 03] 0 0 
wes Contra Costa (Rich-_ 

0 0 0 0 0 0.2 0 0.2 1.0 0 0 
Albany-Berkeley 0 0.2} 0.4] 06] 04] 0.4] 08 | 0.6} 1.5] 1.2] 1.3 0 
San Francisco----- sh ihihialiiale 0 0.2 0.4 0.4 0.8 0.6 0.6 0.8 2.2 1.5 0.7 0 
Oakland-San Leandro.-..} 0 0 O28 1°44 33s £01, 2437°2013.7) 238: GSE oe 
EE incedccuesare 0 0 0.2} 02] 02] 06] 02) 02) 03] 03] 0 0 
OO) Se 0 0 0 0 0.2 0.6 12] 0.4 1.2 1.5 0.3 0.5 
San Mateo-Red wood City. 0 0 0.2 1.2 0.6 | 2.2 1.0 | 2.2 3.2 2.0 0.8 0.3 
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TaBLE 2.—Peak oxidant concentration, by months, October 1954 to February 1960 


{Parts per million] 














Jan. | Feb. | Mar | Apr. | May | June | July | Aug. | Sept | Oct. | Nov.} Dee. 
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HEALTH DEPARTMENT, CONTRA CoSTA COUNTY, 
Martinez, Calif., March 14, 1960. 
Hon. JacK FRIEs, 
Mayor of the City of Martinez, 
Martinez, Calif. 

Dear Mr. Fries: Air pollution information about Martinez and other San 
Francisco Bay area points is summarized from all sources available to us, as you 
requested. 

Oxidants which are measured uniformly throughout California are considered 
to be reasonably indicative of the extent of air pollution in the bay area. The 
level of 0.25 parts per million oxidant was chosen as a basis for comparison, as 
eye irritation and human discomfort start at this level. In the enclosed charts 
Martinez is indicated by columns marked “Contra Costa CC-—1”, residential 
Oakland is “Oakland O-4”, East Oakland is best represented by Alameda County 
“AC-1.” 

A 5-year average is most representative due to variations in the weather from 
year to year. The average number of days of oxidants at 0.25 or higher per 
year from 1955-59 are as follows: Martinez, 1.2; Oakland, 2.2; San Leandro, 9.6. 

The official sampling station is more than 2 miles from the proposed site of the 
Veterans’ Administration hospital. The prevailing winds blow from the north- 
west or south; thus, lower oxidant values would be expected at the hospital site. 

There are many iocal air pollution problems, as yet uncorrected, but falling 
under the San Francisco Bay Area Air Pollution Control District regulations. 
These will be corrected throughout the entire San Francisco Bay area district. 


We are not aware of any long range or special air pollution problems in this 
area. 


Sincerely, 
H. L. Brum, M.D.; Health Officer. 


RICHMOND, CALir., March 15, 1960. 
Hon. Joun F. BALpwIN, 


House of Representatives, Washington, D.C. 

The following wire was sent today to Albert Thomas, chairman House Sub- 
committee on Independent Office Appropriations: 

“The city of Richmond, Calif., strongly supports the city of Martinez in its 
position to establish the Veterans’ Administration hospital facility in Contra 
Costa County. Further delay in following through on the construction of this 











1130 


hospital on the already purchased site will result in postponing the proper care 
that will be provided to veterans by the improved treatment aids that this aq- 
vanced facility can make available. Our city urges your committee to sustain 
the judgment and foresight of the Veterans’ Administration who has selecteg 
the Martinez site after such thorough analysis of the proposal.” 


Leo A. VIANOo, 
Mayor, City of Richmond, Calif. 

Mr. Bautpwin. I would like to submit, but I will not cover it be- 
cause we went through it last year, copies of a brochure on the Marti- 
nez Hospital. I would like permission to put this in the file of the 
committee. 

Mr. Tuomas. Without objection. That was a fine statement and 
ably presented. Do you have any other witnesses ? 

Mr. Batpwin. Yes. Each one of these gentlemen has flown 3,000 
miles just for this hearing. 

Mr. Tuomas. We are honored to have them. 

Mr. Batpwin. They each have brief statements. I would like to 
introduce them in order. The first is Mr. Jack Fries who has been 
before your committee on a number of occasions, the mayor of the 
city of Martinez. 


STATEMENT OF MR. JACK O. FRIES 


Mr. Fries. Mr. Chairman and members of the committee, my name 
is Jack Fries, and I am mayor of the city of Martinez where the Vet- 
erans’ Administration has selected a 26-acre site for the proposed 
Oakland VA Replacement Hospital. I am also chairman of a city- 
county committee which has been working closely with the VA dur- 
ing the past 4 or 5 years in an effort to expedite construction of this 
much needed hospital. 

I bring you the greetings of our city, the Contra Costa Mayors Con- 
ference, the Martinez C hamber of ommerce, and the Costra Costa 
County Development Association. Our little delegation has come 
some 3,000 miles to make our appeal to your committee, and for me, 
it is the fifth trip here in connection with the VA hospital. 

As Congressman Baldwin pointed out, we have prepared a brochure 
with factual information supporting our appeal for approval of funds 
in the present Federal budget to get the hospital underway this year. 
It is the same brochure which was presented last year to the House 
Subcommittee on Independent Offices Appropriations and the com- 
panion subcommittee on the Senate side. We have not attempted to 
revise the brochure, because of the time element, the costs involved, 
and the fact that there has been no material change in the basic in- 
formation it contains. 

There are two or three changes, however, that I might note. The 
opening letter in the brochure was signed by my predecessor as mayor, 
Bob Williamson. His sentiments are mine, and I would like to re- 
peat the appeal contained in his letter. 

The brochure carried an artist’s conception of the Martinez-Be- 
nicia Bridge, a $34 million project which puts Martinez from 30 to 45 
minutes closer to the Sacramento Valley. Since that brochure was 
prepared, contracts have been let, and construction is underway on the 
piers for this bridge. 

Our brochure referred to the probability that the location of the 
veterans hospital in the site chosen by the VA would open a large 
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area to development of approximately 2,700 homes, chiefly by virtue 
of the fact that water and sewerlines would be extended by the city 
to serve the Federal institution. Less than a month ago, our county 

lanning commission 2 ae a rezoning application for the Tara 
Hills Corp., a large subdivision outfit, which art ogee to erect 360 
dwelling units and a large commercial center within a quarter mile 
of the VA hospital site. 

We also referred to plans for construction of a million and a half 
dollar yacht harbor on our city-owned waterfront, to be financed by a 
loan from the State of California. On March 4, our city called for 
bids for construction of a 372-berth marina, which will include fa- 
cilities for other forms of recreation than water sports. 

Another change, since we appeared before a congressional committee, 
has been our city’s firm commitment to the V eterans’ Administration 
to provide extended water and sewerage service at a very large cost 
to us, and the county’s agreement to improve the roadway leading to 
the hospital site. Our initial contribution will be approximately a 
quarter of a million dollars. 

Another change, of course, is a large increase in the number of 

war veterans in the area that will be served immediately by this 
hospital. Our county’s population has been growing at the rate of 
770 per month over a period of 20 years, and most of ‘the people com- 
ing in are young homeseekers. Our brochure shows from public 
records that ‘approximately half of the homeowners in Concord have 
veteran exemptions on their tax bills, and we believe that the ratio in 
the nearby Pleasant Hill area is even higher. ‘These areas have a 
total population above 115,000 and both are wthin 3 to 5 miles of the 
proposed hosiptal site. 

I would like to point out again that our city council, chamber of 
commerce, and other groups have worked very closely with the VA 
authorities since we first heard they were looking for a site. We 
found several prospective sites and offered them to the Government in 
196. The one they selected and acquired at a cost of $87,000 is in 
a fold of protecting hills, and at that time was outside our city limits. 

At the request of the VA we annexed the site. In order to deter- 
mine what would be required to serve the hospital from our city-owned 
water system, we obtained a $10,000 survey from the firm of Brown 
& Caldwell. On the basis of that survey, the city will spend several 
million dollars over a period of years to bring our system up to 
better standards and to serve the area outlying from the VA hospital 
site, 

In our city election 2 years ago, the matter of subsidizing the Gov- 
ernment in connection with the hospital was put to a vote and the 
proposal won by a large majority. Our people want the hospital, will 
welcome its staff and ‘employees, and will continue to cooperate with 
the VA. 

Let me again point out for the committee’s benefit the location of 
Martinez in relation to San Francisco and Oakland, which you all 
know. 

On an airline, we are about 15 miles from downtown Oakland and 
about 22 miles from San Francisco; by highway it is a bit farther. 
The main freeway makes a bend around a range of protective hills. 
These hills also cut off the bay area’s fogs, which are well known. 
In driving time, we are from 30 to 35 minutes from Oakland and 
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about 45 minutes from San Francisco. Our city is relatively small 
because it is surrounded by hills and an arm of San Francisco Bay 
which give us an air-conditioned climate. We are on the main lines 
of the Southern Pacific and Santa Fe Railroads and close by main 
arterial highways. Because of our spectacular growth in Contra 
Costa County. The State of California has spent more in the past 
5 years in highway and freeway improvements in our county than in 
any other p: wt of the State except Los Angeles. 

Before leaving for Washington, I talked with Architect Frederick 
Confer, who is under contract with the VA for plans and specifications 
for the Martinez Hospital. He tells me the plans will be completed 
by next June, and that if Congress appropriates the $11,714,000 re- 
quested in the President’s budget, construction can be started this 
summer or fall. This I verified yesterday with the Administration, 
These plans and specifications represent a Federal investment of 

$394,000, a part of the $1,025,000 voted by Congress for preliminaries 
4 or 5 years ago. 

Let me say in closing that it is a thrilling experience to be able to 
appear before a committee of Congress and I truly appreciate the 

opportunity. I hope that my associates and I on this delegation 
will have been able to assist your subcommittee and to convince you 
of the necessity of getting this hospital under construction on behalf 
of nearly a million veterans in northern California. 

We feel we have worked on this project for the best part of 5 years. 
Everything we have submitted to you has been documented. This is 
not chamber of commerce publicity. 

I would like to say one thing for example—and sometimes this is 
not good policy—this morning we sat across the breakfast table from 
some of the people who are going to follow us and say some deroga- 
tory things as far as the location is concerned, so I have here an 
article from the Oakland Tribune of March 2, 1960, their own paper, 
and I would like to quote from it: 

We will never get a new site on this county during this administration, but 
if we can put off the pouring of concrete in Martinez for another 18 months or 
so, we will stand a chance. 

We have a site. The Administration has surveyed and resurveyed. 
I think we can stand on the actual facts. 

Mr. Tuomas. Thank you, Mr. Mayor. That was a very able state- 
ment. 

Mr. Batpwtn. The next gentleman I would like to introduce is Mr. 
George Gordon, trustee of Contra Costa Junior College District and 
director at large of the California School Board Association, 

Mr. Tuomas. We are delighted to have you, Mr. Gordon. We like 
these educated gentlemen in here. 


STATEMENT OF MR. GEORGE R, GORDON 


Mr. Gomor. I do not know whether I can qualify to that extent. 
I have a prepared statement I would like to read, if I may. 

Mr. reas and members of the committee, my name is George 
R. Gordon, a practicing attorney in Martinez, Calif. As Mr. Baldwin 
stated, I am a trustee and former president of the Contra Costa 
Junior College District, some of the activities of which college are 
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rtinent to the veterans hospital and which are referred to in our 
rochure. Dr. Degnan, whose presentation will follow, will refer to 
these activities more specifically. 

I had the pleasure of appearing before the House Subcommittee on 
Independent Offices Appropriations last year, and at this time I want 
to express my thanks to you, Mr. Chairman, and your committee for 
the honor and privilege for permitting me to testify in this matter 
at this time. 

I am an oversea veteran of World War II, and I, along with thou- 
sands of other veterans, have a great interest in the proper location of 
the veterans hospital. There are approximately 900,000 war veterans 
in northern California, of whom 509,000 reside in the 7 counties con- 
tiguous to Contra Costa County and the balance are in 39 counties 
which will be served by the veterans hospital facility which is pro- 
posed for Martinez. 

On the seventh page of our brochure is a map and table showing the 
distribution of veterans in California. These figures were taken from 
official literature of the California Department of Veterans Affairs, 
and they show a total of 2,338,300 veterans in the State. This figure 
is higher than the estimates of the Veterans’ Administration itself, 
but it is based upon known factors, veterans exemptions, house-to- 
house checks, and so forth. I believe the State’s figures are closer to 
actuality because of the tremendous immigration into California dur- 
ing the postwar years and the fact that most of these new residents are 
younger people, thousands of whom passed through California .en 
route to the South Pacific and decided to settle here after the war. 

That listing shows that as of April a year ago there were 1,325,300 
veterans in 11 southern California counties served by some 6,460 hos- 
pital beds, of which 2,956 were for general medical and surgival serv- 
ices. The State’s figures showed that the 250 general medical and 
surgical beds in Fresno VA hospital serve a veteran population of 
147,800. 

In the 39 northern California counties, the State’s figures show 
864,650 veterans, who are served by hospitals at Oakland, Fort Miley, 
Palo Alto, and Livermore. The total VA hospital beds is 3,038 and 
of these 1,152 are for general medical and surgical services care, 

Broken down to ratios, this means that whereas the national average 
of veterans to available beds is 183 to 1, the California ratio is 536 
to 1 and the northern California ratio is 742 to 1. This last figure is 
just four times the national average. 

At this time last year when we were in Washington, we were told 
that the waiting list for veteran hospital beds in California was 
approximately 3,400. In northern California the waiting list was 
1,409. 

From these figures, which are from testimony before this and other 
committees and from Veterans’ Administration published reports, it 
is obvious that the veterans in California, and particularly in the 
northern part of the State, are not being taken care of. The State and 
National leadership of the veteran organizations are well aware of the 
disparity of beds in California and the need for more hospitalization. 
Mr. Baldwin tells us he has received many letters from national lead- 
ers of the American Legion, Veterans of Foreign Wars, American 
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Veterans’ Committee, and Disabled American Veterans offering to 
come here and testify | on behalf of the need for more hospital facilities, 

When we appeared last spring before the Appropriations Subcom- 
mittee of the Senate, Senator Magnuson himself pointed out that there 
are no VA hospital facilities between the San Francisco Bay area and 
Portland, Oreg., but that veterans from all over the West have been 
sent to the Oakland hospital for specialized treatment. He agreed 
with us, from personal inspection, that the Oakland hospital is in a 
deplorable condition and totally inadequate for hospital purposes, 

peteen ee just at a point when plans and spec ifications are 
almost complete and the hospital could be under construction as early 
as next summer, our eet in Alameda County have renewed 
their campaign against location of the replacement ‘hospital outside 
of Alameda County. They want to retain it there, although shortly 
after the end of World War II the Oakland C ity Counci il made a 
serious effort to prevent the VA from taking over the wartime Army 
hospital so that the hotel property it occ upied could be put back on 
the tax rolls. 

From published reports in the past few days, Alameda County now 
wants to keep the hospital where it is, right in the middle of the city 
of Oakland’s downtown section, and right in the heart of what the 
Office of Civil Defense and Mobilization says is one of the five prime 
target areas in northern California. Supervisor Melvin F. Nielsen 
of our county board of supervisors, who will follow me as a witness, 
will show you graphically what this means. 

The primary concern of everyone in location of the veterans’ hos- 
pital should be the welfare of the veterans. Irrespective of any con- 
tentions that may have been made, or may hereafter be made by 
selfish interests, the fact remains that the site selected in Martinez 
is, from the standpoint of service to the veterans, the best that could 
be found in northern California. This becomes readily apparent when 
the facts are full known, and certainly was the basis on which the 
Veterans’ Administration made its determination. 

Selfish interests should not be permitted satisfaction at the ex- 
pense of the veterans. A delay of the request in the Veterans’ Ad- 
ministration for an appropriation in the current budget can only 

result in the deprivation of needed services to the veterans for a long 
indefinite period in the future. 

Mr. Tuomas. That was a very nice statement. Thank you very 
much. 

Mr. Batpwtn. The next witness is Mr. Melvin Nielsen, chairman, 
Contra Costa Board of Supervisors, California. 


STATEMENT OF MR. MELVIN NIELSEN 


Mr. Nietsen. Mr. Chairman and members of the subcommittee, I 
am Melvin Nielsen, chairman of the Contra Costa County Board of 
Supervisors. I would like to preface my remarks by telling you 
how much I appreciate the honor of appearing before a committee 
of the House of Representatives. I consider it a real privilege. 

Our county derives its name from the Spanish “Opposite - Shore.” 
I cite this because it locates us across the bay from San Francisco and 
indicates that we are not an isolated locality, but a part of the coun- 
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try’s sixth most populous metropolitan area. I want to keep a 
remarks pertinent to the subject of the veterans’ hospital because 
know how valuable your time Is. 

Contra Costa County had a population of 100,000 in 1940. Ten 
years later it had grown to 298,000 and at the present time, according 
to an annual compilation of postal figures, we have a population of 
453,000. Our assessed valuation has increased in this period from 
$132 million to nearly $800 million. 

A couple of years ago, our county hired Ralph Tudor, former 
Under Secretary of Commerce, and one of the most reputable engineers 
in the West, to make a survey for us at a cost of $160,000. Mr. Tudor 
gave us projections of population indicating that the rate of growth 
will continue in our county. His surveys indicated a population of 
874,000 by 1980 and more than a million by the turn of the century. 

The increase during the past 20 years means than 770 persons have 
been coming into our county each month, 

We know from our records that Contra Costa County has a high 
ratio of veterans to total population. The State estimates of veteran 

pulation give Contra Costa 61,000 and Alameda County 145,000. 
Reduced to percentages, Contra Costa has 42.5 percent of the Ala- 
meda County figure. But Contra Costa County has 32,000 veterans 
tax exemptions against Alameda County’s 59,000. This percentage 
is 56.1. If this figure were applied to the 145,000 figure for Alameda 
County, Contra Costa would have 91,345 veterans instead of 61,000. 

Our board of supervisors has joined with the city of Martinez to 
urge appropriation of funds for the VA hospital. We want it. And 
we are willing to spend money for a needed access road in order to 
speed the project up. We cleared that up yesterday with the Vet- 
erans’ Administration and we are on our way with the engineering if 
necessary. 

Our Board feels that the welfare of the veterans in our county 
and in counties to the north of us is of the most importance. We 
know that if there are delays in the start of construction resulting 
from politics or from a sectional fight over location, it will be years 
before any hospital project is completed in northern California, I 
am personally interested in this aspect as a veteran myself. Our 
Board has adopted resolutions, which I believe are in this commit- 
tee’s files, urging appropriation of the necessary funds, 

Last April, the Office of Civil Defense and Mobilization selected 
Contra Costa County as one of four areas in the United States for 
a fallout shelter survey. I note that the transcript of testimony 
before this committee last April 23 contains reproductions of news 
stories announcing this survey. 

Shortly before we left for Washington on this trip, I asked our 
civil defense office, which is reputed to be one of the best in the coun- 
try, to give me a letter explaining the nature of that survey and what 
mepeped as a result of it. I have the letter with me, and will either 
read it or submit it as an exhibit. 

The letter was accompanied by the map which I also have in my 
hand. The map shows the critical target areas in northern California 
as officially designated by the OCDM and I believe the map is self- 
explanatory. You'll note that both San Francisco and Oakland are 
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in red, with the secondary danger areas also indicated by concentric 
rings. You'll also note that the size of the proposed VA hospital 
indicated by the green tab is outside the area of destruction but along 
converging routes where we might expect thousands of refugees to 
pass and to need the kind of shelter a large hospital would provide, 

I should also like to point out the network of roads in the vicinity 
of Martinez and the hospital site. A mileage map on the back shows 
that by a roundabout route Martinez is 23 miles from downtown 


Oakland. On an airline the VA hospital site is 13 miles from 
Oakland. 


I hope that the money for the hospital will be appropriated by this 
session of Congress. 

Mr. Tuomas. Thank you, sir. That was a very able statement, 

Mr. Nretson. The map is on the back side showing you the roads 
to the hospital. There is a line indicated with red that is a new road 
which is an 80-foot road going right on up to the hospital site. 

Mr. Tuomas. Thank you. That will be very helpful. 

Mr. Batpwin. May we request that this legend and definition of 
the map be made a part of the record. Also a letter from the diree- 
tor of the OCD. 

Mr. TuHomas. Without objection. 

(The legend and letter referred to follow :) 


CoNnTRA Costa COUNTY, 
Martinez Calif., March 9, 1960. 
Mr. Met F. NIELSEN, 
Chairman, Contra Costa County Board of Supervisors, 
Lafayette, Calif. 


Dear Mr. Nrevtsen: Serious consideration of all the suggested areas for 
location of the Veterans’ Administration hospital discloses that the most logical 
location, from the civil defense aspect, is central Contra Costa County. This 
is because of its distance from any primary target for nuclear weapons. It is 
reasonable to assume that if the hospital is constructed so as to provide adequate 
fallout shielding, the building would probably survive the devastating effects of 
a nuclear attack upon the federally designated critical target areas. 

The enclosed map shows that the city of Martinez and the proposed hospital 
site lie outside the range of destruction caused by enemy nuclear weapons striking 
primary targets. Civil defense evacuation routes lead from the east San 
Francisco Bay area into Contra Costa County. 

The Contra Costa County civil defense organization provides for maximum 
utilization of all governmental, public, and private agency resources. Recognized 
a leader in valid civil defense planning, this county was selected as one of 
four areas in the Nation for a Federal fallout shelter survey, and for a proto 
type fallout shelter to be constructed within one of the existing county buildings. 

The medical and health service of the civil defense organization, headed by 
the county health officer, incorporates every hospital, drugstore, public and pri- 
vate agency concerned with environmental sanitation, and all personnel of and 
allied to the medical profession. An additional number of physicians, though 
practicing within the metropolitan East Bay area, reside and, therefore, spend 
much of their time within the county. After an enemy attack the number of 
patients received within the county support area (undamaged area) and the 
injury severity of these victims would overwhelm the medical profession's 
capacity. This situation could also apply during a major natural disaster. 
Construction of the Veterans’ Administration hospital within the central portion 
of the county would double the existing hospital bed capacity of central and 
east Contra Costa County. 

Sincerely, 
Wi. H. Perry, Jr., Director. 
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Marcx 11, 1960. 
LEGEND AND DEFINITION OF Map 


The map diagrams are predicated on enemy use of 20-megaton weapons 
{explosive force of 20 million tons of TNT). 

The red circle, radius 5 miles, indicates areas of total destruction. 

The orange ring, extending to radius of 10 miles, indicates areas of severe 
damage, wherein buildings are so badly damaged they must be demolished and 
replaced. 

Yellow rings, radius of 15 miles, indicate areas that would receive moderate 
to severe damage in which buildings must be vacated for repairs. 

Uncolored areas beyond the yellow ring indicate areas where buildings, even 
if damaged, could be used while being repaired. 

Radioactive fallout may be considered present over all areas of the map. 
This does not preclude use of facilities, other than for a short time, as decon- 
tamination of vital facilities can generally be initiated within a few days or 
a week. This possible decontamination of a slightly damaged or undamaged 
building is certainly much more desirable than decontamination of a severely 
damaged structure, or complete replacement of same. Construction of modern 
buildings should provide for radioactive fallout shielding and such is being 
incorporated in all new Federal buildings. 

While more remote locations from the primary damage concept might be 
desired, this must be balanced with the availability of professional medical 
personnel, highway and transportation facilities. The Martinez location offers 
this proper balance. It is on the fringe of the possible damage area, is easily 
reached by major State and Federal freeways from all parts of California, and 
served by two major rail lines. Professional medical personnel reside and prac- 
tice locally or within 30 to 40 minutes commuting time. 


Mr. Batpwin. The next witness is Dr. George Degnan, medical di- 
rector, Contra Costa County Hospital at Martinez. 
Mr. Tuomas. We are delighted to have you with us, Doctor. 


STATEMENT OF DR. GEORGE DEGNAN 


Dr. Degnan. Mr. Chairman, I am Dr. George Degnan, medical di- 
rector of the Contra Costa County Hospital at Martinez. First, let 
me express to you and your committee my deep appreciation of the 
opportunity of testifying before you on behalf of our county but par- 
ticularly on behalf of the hundreds of thousands of veterans in the 
northern part of our State, of whom I am one. 

As a medical man, I have great respect for the work being done in 
VA hospitals throughout the country by men and women of my pro- 
fession. I also have respect for the administrative arm as represented 
by the Veterans’ Administration for I believe its officials are motivated 
only by what they believe is for the welfare of the veterans. I believe 
that Congress, which appropriates the funds, has the same dedicated 
motivation. 

Last year when a delegation from our county appeared before your 
committee, I was asked for an opinion as to staffing of the proposed 
VA hospital at Martinez. My answer was in the form of a letter to 
Mr. Fries. This letter was reproduced in the brochure which you have 
before you. ; 


If you will permit, I should like to read its opening paragraphs. I 
quote : 


In response to your question as to whether or not there would be an adequate 
resource for consulting staff for our new veterans hospital, I would like to submit 
to you the following list of specialists that would be available and point out to 
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you that this is only a portion of the total who would probably be applying for 
consulting staff privileges. 

In my opinion, there is presently more than an adequate pool of specialists 
in this area for the contemplated VA hospital, and furthermore, it is worth 
noting that many of the consultants in Berkeley and Oakland would have no 
more difficulting reaching the Martinez site than they do now in commuting to 
the present veterans hospital, Alameda County Hospital or the Oak Knoll Naval 
Hospital. 

The letter listed 200 consultants as available to the veterans hos- 
pital. This is the list of consultants on the staff of our 460-bed 
county hospital, which, incidentally, is being expanded by 50 beds at 
the present time. I note that the brochure contains a similar letter 
from Mr. Robert E. Williamson, administrator of the Martinez Com- 
munity Hospital, listing some 80 staff members. This hospital has 50 
beds and its trustees are now in negotiations for construction of a 
$3,500,000 medical center and hospital with from 100 to 150 beds. The 
present community hospital is just one block distant from the county 
hospital, and both of them are less than a mile from the site of the 
proposed V A hospital. 

Since last April, when our delegation testified before you, the list of 
available specialists has been increased. I have a letter here, supple- 
mental to the one appearing in the brochure, listing 38 additions to our 
consulting staff, and my office has a long list of applicants on file. 

This letter also mentions several other developments in the hospital 
field within a few miles of Martinez. Concord Community Hospital 
is just opening a new addition which increases its bed capacity from 
61 to 100, and its directors have plans for immediate future expansion. 
John Muir Memorial Hospital at Walnut Creek will soon announce 
the date of ground breaking for a new hospital with 100 beds. Kaiser 
Foundation Hospital at Walnut Creek has just added an obstetrical 
wing with 2 new delivery rooms and 12 beds. Brookside Hospital at 
San Pablo is constructing an addition which will give it a total of 246 
beds. 

When these developments are completed, the area of within 20 
minutes driving time of the VA site will have 1,220 beds. At the pres- 
ent time we have 914 hospital beds in this same 12-mile radius. 

I have here the 1960 directory of the Alameda-Contra Costa Medical 
Association and I have checked off the names of members who reside 
in Contra Costa County or have their offices there. Last year I checked 
off the names on this list and found 449 names of doctors in Contra 
Costa. This year I have done the same and the list has increased to 
471. The total membership listed is 1,711, of whom 67 reside out of 
either county. 

Incidentally, the medical association has been brought into this pic- 
ture through newspaper statements attributed to one of its spokesmen. 
I telephoned the president, Dr. John G. Morrison, to ask for a state- 
ment of the association’s position. He made it clear that the medical 
association in no way wished to infer that the VA hospital in Martinez 
cannot be adequately staffed. 

Our brochure also carried a letter from Dr. Drummond J. McCunn, 
superintendent of the Contra Costa Junior College District, describ- 
ing the college’s training programs for nurses, food handlers, and 
others upon which we depend to an extent at our county hospital. 
Dr. McCunn has supplemented his previous statement with the letter 
Thold in my hand. It pledges full cooperation of the junior college to 
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the VA hospital authorities and tells of a 2-year registered nursing 
course, and a l-year vocational nursing course and educational pro- 
grams for medical secretaries, X-ray technicians, and other related 
occupations available at the Diablo Valley College. This campus is 
located about a mile from the VA hospital site. 

I would like to quote paragraph three of his letter : 

Patients are also provided service by the colleges of this district. This is the 
program of vocational rehabilitation counseling, carried on at the county 
hospital. 

This is a program which is very valuable to the county hospital and 
I know it would be welcomed by the Veterans’ Administration hos- 
pital. 

I can speak for the medical profession of my county when I say 
that every cooperation will be extended to the Veterans’ Administra- 
tion in solving any problem it might have in establishing the hospital 

at Martinez, including staffing it. A nearby VA hospital will be ad- 

yantageous to us and I am sure we will be advantageous to it. I thank 
you. 
Tuomas. That was a wonderful statement. 

Mr. BaLpwin. I would like to introduce, with your permission, Mr. 
James Ritch, publicity director of the Contra Costa Development As- 
sociation. 

STATEMENT OF MR. JAMES T. RITCH 


Mr. Rrrcn. Mr. Chairman, my name is Jim Ritch and I want to 
thank your committee for the opportunity of appearing here to testify 
on this important project. I am director of publicity “for the Contra 
Costa County Development Association, our county’s official promo- 
tional agency. It was in this capacity that I was asked by the board of 
supervisors and the Martinez City Council to do research in public 
records on facts pertinent to the VA hospital project. 

Our agency is perturbed by the circumstance that, at this late stage, 
our good friends i in Alameda County are making a campaign to over- 
ride the Veterans’ Administration’s choice of a site for the replace- 
ment hospital. The 26-acre site in the environs of Martinez was pur- 
chased by the VA 3 years ago and nearly $400,000 has been spent on 
plans and specifications alone out of a 1956 appropriation of $1,025,000. 

I have here a clipping from the Oakland Tribune of W ednesday, 
February 27 this year, which I believe is significant. It refers to the 
Alameda Board of Supervisor’ s action in ‘calling a special meeting 
to arrange for the dispatch of a delegation to Washington. There 
is one paragraph which I have circled, and which tells the story. It 


refers to Supervisor Kent Pursel, a member of that delegation, and 
it says: 


Pursel said that Alameda County as yet has no alternate sites to propose for 
the new hospital and that the problem of sites may be discussed March 1. 


Subsequently the Alameda board and a committee held a meeting in 
the Alameda County Courthouse just last week on March 8 and they 


did discuss sites. A responsible observer who made a few notes re- 
ported as follows: 


They, the Alameda County Board of Supervisors, agreed that controversial 
sites were not to be recommended ; that no site should be pushed as the site is 
the last thing to be decided, and finally, it is important to knock out the item 
| from the Federal budget so that a new site can be recommended. 

53225—60—pt. 2——_72 
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I was a former newspaperman and in the late 1940’s was suburban 
editor of the Oakland Tribune, and I have a long memory. 

On August 1, 1946, the Oakland City Council unanimously adopted 
a resolution protesting action taken by the Veterans’ Administration 
to acquire the Hotel Oakland for use as a VA hospital. The council's 
resolution said and I quote: 
the action is inimical and contrary to public health, safety, and welfare of the 
city of Oakland. 

At the same time, according to the Tribune’s bound files, the cit 
council authorized City Manager Charles R. Schwanenburg and City 
Attorney F. Bert Fernhoss to cooperate with the Oakland Chamber of 
Commerce committee delegated to urge reconsideration by the VA of 
the hotel as a site for its hospital. 

A year later on June 20, 1947, the Oakland City Council adopted 
another resolution renewing its opposition to the VA acquisition of 
the Hotel Oakland. This resolution also requested that Senator 


William F. Knowland and Congressmen John J. Allen, Jr., and 
George P. Miller: 


submit to Congress such proposed legislation as may by them be deemed adequate 
and feasible to acquire a location for a hospital which is more compatible with 
the welfare of both hospitalized veterans and the public of the city of Oakland 

One reason for this action, among others, was that the city stood to 
lose $35,000 a year in taxes. 

These newspaper clippings are 13 and 14 years old, but they show 
the frame of mind of Alameda County officials and we believe it is 
probable that the first moves by the VA to obtain a replacement site 
came about as a result of the resolutions which the news clippings 
report. 

I was told by members of previous delegations that the Veterans’ 
Administration placed considerable weight upon the certainty that 
a bridge would be constructed across Carquinez Strait, or the Saera- 
mento River, at Martinez. I would like to submit as an exhibit an 
aerial photo of the first phases of that $34 million project, taken just 
last Monday. It needs no explanation. It is another bridge serving 
northern California veterans at Martinez. 

An objection which has been raised, or will be raised by our friends 
to the south, concerns the location of the Martinez site. They will say, 
and have said, that Martinez is completely isolated. 

The airline distance between downtown Oakland and Martinez is 
just about 15 miles, approximately the distance between the Capitol 
here and Bethesda or Mount Vernon. The driving time is less than 
that required to cross the city of Washington. Incidentally, gentle 
men, John Muir, the great naturalist, lived about a quarter mile from 
the site of the proposed VA hospital. His daughter, Wanda, as a 
University of California student, walked home over the hills from the 
Berkeley campus every Friday night, and returned over the same 
route every Monday morning. She told me this personally. 

I want to thank you again, Mr. Chairman, for the rare privilige 
of appearing before your committee. I hope you will back the VA 
in its choice of a site and will approve the budget request for con- 
struction funds. I thank you. 

Mr. Tuomas. Thank you. We are delighted to have you, sir. 
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Mr. Batowin. Mr. Chairman, may I ask permission that the news- 
paper clipping to which Mr. Ritch referred be incorporated in the 
record and may I also ask permission to submit. two or three photo- 

phs of the bridge now under construction? I will subit them 
inter totheclerk. They are in my office. 

Mr. Tuomas. I do not think there is any argument. The mayor 
so testified. We think you and the mayor know what you are talk- 
ingabout. 

(Information referred to follows :) 


{Oakland Tribune, 





1946] 
Councrt Hits HotTet TRANSFER 


Protest against action taken by the Veterans’ Administration to condemn the 
Hotel Oakland for use as a veterans’ hospital today had been made by the Oak- 
land City Council. 

The council unanimously adopted a resolution last night in opposition to the 
projected transfer of the vital property from private owners to the Federal 
Government. 

In its resolution the council declared the action “to be inimical and contrary 
to public health, safety and welfare of the city of Oakland.” 

At the same time the city council authorized City Manager Charles R. Schwan- 
enberg and City Attorney F. Bert Fernhoff to cooperate with an Oakland Cham- 
ber of Commerce committee delegated to urge reconsideration by the Veterans’ 
Administration of the hotel as a site for its hospital. 


OPPOSES U.S. TITLE 


Chairman J. H. Hassler, of the chamber of commerce committee, told the coun- 
cil that “no one objects in any way to the Veterans’ Administration using the 
property, but we do not believe that permanent title to it should pass to the Gov- 
ernment.” 

“We believe, further, that the Veterans’ Administration can do much better; 
that it can acquire facilities which will much more adequately serve its purposes 
and increase the welfare of the hospitalized veterans and the public of the city 
of Oakland.” 

Harold Weber, general manager of the chamber of commerce, who accompanied 
Hassler to the council meeting, declared that “we would like to see a Fort Miley 
at Oak Knoll Naval Hospital.” 


COMMITTEE'S PROPOSAL 


It was pointed out by Assistant City Manager Don M. Follett that the Oak- 
land Postwar Planning Committee, headed by P. D. Richardson, had recom- 
mended as a postwar project that the “Veterans’ Administration, at the earliest 
feasible moment, make a survey of the hospitals now being operated by the Army 
and Navy and by the Veterans’ Administration, in order that those being oper- 
ated by the Army and Navy, if suitable, may be acquired or new hospitals built 
on those, or other sites, at the earliest possible moment, in Alameda County as 
close as possible to the city of Oakland, so that these hospitals may benefit from 
the services of eminent physicians and surgeons who are outstanding in their 
fields.” 

Two of the hospitals of the nine operated by the Government in this region are 
being abandoned, it was reported by City Planning Engineer John G. Marr, who 
had been instructed by the city council Tuesday to make a survey of possible 
sites as the alternative to the Hotel Oakland. 





Crry Srexs Srre ror Hosprrat as Hore OAKLAND ALTERNATIVE 


Efforts were being made today by City Manager Charles Schwanenberg to 
find an alternative to the Hotel Oakland as a location for a veterans’ hospital 
following a suggestion made by Councilman Frank Shattuck at yesterday after- 
noon’s meeting at the city council. 
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Shattuck pointed out that the Hotel Oakland for many years has been the 
“keystone of Oakland’s social activity” and that perhaps another site might be 
found satisfactory to the Veterans’ Administration. 

He suggested that the city manager confer with the city planning commis- 
sion and that they conduct a survey of potential sites for the veterans’ hospital, 


MOTION WITHDRAWN 


Couneilman W. J. McCracken offered a motion to direct “our representatives 
in Washington to make every effort to have the Government acquire another 
location for the hospital,” but withdrew it when Shattuck expressed the opinion 
that the city should first present an alternate site. 

“I do not think that it is either American or within the Bill of Rights for 
a department of the U.S. Government to step down and condemn a parcel of 
property that is so essential to the very life of the city of Oakland as this has 
been,” said McCracken. 

“If this were an emergency,” said Dr. McCracken, “of course, we would not 
oppose it, but this is a very debatable point, and furthermore, the Veterans’ 
Administration has other means at its disposal for obtaining a hospital site 
here.” 


VA INTRUDES, CHARGE 


The former mayor charged that the Veterans’ Administration action of 
drafting the Hotel Oakland site was “an intrusion.” 

“As the only veteran on the Oakland City Council,” said Dr. John F. Slavich, 
“I will go along with Councilman Shattuck’s suggestion until we have all of the 
facts, but these veterans must have proper hospitalization.” 


{Oakland Tribune, June 20, 1947] 
Hore, OAKLAND’S CONDEMNATION FOR HOSPITAL AGAIN PROTESTED 


Renewing its objection first made nearly a year ago, the Oakland City Council 
last night protested condemnation of the Hotel Oakland for a veterans’ hos- 
pital and urged that the property, instead, be leased for only as long ag the 
Government has need for it. 

The resolution was unanimously adopted and the city council also requested 
that Senators William F. Knowland, and Sheridan Downey and Congressmen 
John J. Allen, Jr., and George Miller submit to Congress “such proposed legis- 
lation as may by them be deemed adequate and feasible to acquire a location for 
a hospital which is more compatible with the welfare of both hospitlized vet- 
erans and the public of the city of Oakland.” 

City Manager John F. Hassler explained that if the Government condemns 
the property in accordance with its suit now on file in U.S. district court, San 
Francisco, the city and county would stand to lose $35,000 annually in taxes. 

“The veterans are entitled to as fine a hospital in this area as money can buy 
and we want to see them get it,” said the city manager. 

Hassler said the city has no objection to having the Federal Government 
“condemn only a leasehold interest,” which would give the veterans a lease on 
the site so long as the Veterans’ Administration needed it. 

“However, we strongly oppose condemnation, which would take the hotel 
from the ctiy permanently and also remove the property from city and county 
tax rolls,” declared the city manager. 


Mr. Batpwry. Thank you. 


STATEMENT OF MR. RON WRIGHT 


The next witness is Mr. Ron Wright, business agent, Labor Union 
No. 324, Contra Costa C ounty, ‘alif., and secretary- treasurer of the 
Northern California District Council of Laborers. 

Mr. Wrient. Thank you, Mr. Chairman. 

I have a letter from Congressman Harold Johnson of the Second 
District in northern C alifor nia that I would like to submit to your 
committee. There isa copy for each member. 
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T would also like to state that Senator Clair Engle assured me that 
he would reaffirm his position of last year. He was to compose the 
letter yesterday, but they made him President of the Senate, and it 
was a little hard for him to get away, and you will receive the letter 
sometime today, and possibly you may have it now by messenger. I 
do not know. 

Mr. Tuomas. If he said he would write it, he will write it. 

Mr. Wricut. I also wish to read from a prepared statement. I rep- 
resent the Construction Laborers’ Labor Union 324, and I am secre- 
tary-treasurer of the 46 counties in northern California. I cover those 
whole counties. 

Mr. Chairman, the Northern California District Council of Labor- 
ers comprises 46 of the northern California counties, and is closely 
identified with the area to be served by the proposed veterans’ hospital 
for northern California. I am here in Washington, attending the 
sixth national legislative conference of the building and construction 
trades department of the AFL-CIO, and have requested an opportu- 
nity, through Congressman Baldwin, to appear and testify before 
you in this matter. I sincerely apprec iate this opportunity. 

Needless to say, labor is interested in the immediate construction of 
the proposed hospital at Martinez as a public works project. More 
important, however, is the fact that our labor organizations are made 
up of members, the great majority of whom are veterans, men and 
women who need the services of the veterans’ hospital now and will 
continue to need such service in the future. I have had an opportu- 
nity to discuss the matter of the construction of the hospital not only 
with the members of my local organization, who, incidentally, live in 
Alameda and Contra Costa Counties, but also with my organization 
who represent the great bulk of the laboring people of northern Cali- 
fornia. Not only do the members of my local union agree, but there 
is almost unanimous agreement among all of the labor organizations 

of northern California, that the site selected at Martinez is the most 
desirable site that could have been selected by the Veterans’ Admin- 
istration for location of the proposed hospital. 

With the construction of the new Martinez-Benicia Bridge, which 
will be completed within the next year and one-half, the location is 
ideally situated to serve all of the northern California counties. 

All of the determining factors for the proper location of a hospital 
have been fairly investigated by the Veterans’ Administration, and 
labor can see no reason “why the construction should be further de- 
layed. Everyone agrees that this is necessary to render adequate 
hospital services to the veterans. Labor urges your immediate action 
to approve the appropriation for the construction at the Martinez 
site. 

I am not like the other members. I did have to come back here 
on the other conference and I do appreciate the fact that I was able 
to appear again before you people. 

Mr. Tuomas. Thank you. It is very well put. We are delighted 
and honored to have you. 

Mr. Batpwin. Mr. Chairman, I would like to ask unanimous con- 
sent that the letter from Congressman Johnson be inserted in the 
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record and that the letter from Senator Engle, when it comes over 
today, also be included in the record. 
Mr. Tuomas. All right. 


(The letters referred to follow :) 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 17, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, Washington, D.C. 


My Dear Mr. CHAIRMAN: It is my understanding that this morning you wil} 
hear Representatives who are going to make an appearance supporting an item 
ealling for an expenditure of $11,714,000 for the construction of new Veterans’ 
Administration hospitals in northern California. I supported this item last 
year; however, it did not receive approval. I am asking you at this time to 
give further consideration to this item. 

It is my understanding that the appropriation appears in the President's 
budget for fiscal 1961 and it provides for a hospital to be built in northern 
California. I am strongly in support of this facility. The Veterans’ Adminis- 
tration in northern California informs me that they are badly in need of this 
new facility. The veterans hospital-bed need is not being met. Many of our 
veterans do not have the opportunity and availability of proper hospital facil- 
ities at the present time. 

It has always been my contention that the Government of the United States 
has an obligation to provide these necessary facilities for our veterans who 
have served their country in time of need. Due to the huge growth factor that 
we are witnessing in California, a high percentage of our new people are vet- 
erans from our World Wars and they are in need of proper hospital care and 
these facilities are not now available in northern California. 

Any consideration on this item will be greatly appreciated by myself, repre 
senting one of the congressional districts in northern California. 

Sincerely yours, 
Haro_tp T. (Bizz) JoHNsoN, Member of Congress. 


U.S. SENATE, 
COMMITTEE ON ARMED SERVICES, 
March 18, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, Committee on Appropriations, 
House of Representatives, Washington, D.C. 

DEAR ALBERT: I want to be on record as supporting a new veterans’ hospital 
for northern California. I believe that the need for this new hospital is con- 
ceded by everyone. 

Unhappily, however, there has been a dispute about the site. I hope that this 
dispute will be resolved at the earliest possible time, on the recommendation 
of those people most qualified to determine the site which will give the best 
possible service to the veterans. 

I urge the committee to seek an early solution of the issue as to where the 
hospital should be located and to make the funds available for its construction. 

With best personal regards, 

Sincerely yours, 
CLarr ENGLE, U.S. Senator. 

Mr. THomas. We want to thank all of you. We know this is nota 
short journey. It is time consuming and difficult. We appreciate your 
efforts. You have all made fine statements. Thank you very much 
for coming to see us. 

Mr. Batpwin. We want to thank you, Mr. Chairman and members 
of the committee for your courtesy and kindness in giving us this 
hearing. 

Mr. Tuomas. Thank you very much. Come back and see us. 
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Martinez VA Hosprrau 
WITNESSES 


HON. GEORGE P. MILLER, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

HON. JEFFERY COHELAN, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

DR. HAROLD KAY, M.D., OAKLAND, CALIF., ALAMEDA-CONTRA 
COSTA COUNTY MEDICAL ASSOCIATION 

DR. HARDIN B. JONES, PROFESSOR OF MEDICAL PHYSICS AND 
PHYSIOLOGY, UNIVERSITY OF CALIFORNIA 

ARTHUR C. AMES, PAST 10TH DISTRICT COMMANDER, THE AMER- 
ICAN LEGION, DEPARTMENT OF CALIFORNIA 

FRANCIS DUNN, CHAIRMAN, ALAMEDA COUNTY BOARD OF SUPER- 
VISORS, COURTHOUSE, OAKLAND, CALIF. 

KENT D. PURSEL, SUPERVISOR, ALAMEDA COUNTY, COURTHOUSE, 
OAKLAND, CALIF. 

MURREY L. ROYAR, WASHINGTON ASSOCIATE, OAKLAND CHAMBER 
OF COMMERCE, ARLINGTON, VA. 

HON. CLIFF RISHELL, MAYOR OF THE CITY OF OAKLAND 


Mr. Mitter. Mr. Chairman and members of the committee, may 
Lintroduce these gentlemen ¢ 

This is Dr. McKay, of Oakland, Calif.; Dr. Jones, from the Uni- 
versity of California; Mr. Ames, the head of the American Legion 
in Alameda County; Mr. Francis Dunn, chairman of the Alameda 
County Board of Supervisors; Mr. Pursel, a member of the board of 
supervisors, Alameda County; Mr. Cliff Rishell, mayor of the city 
of Oakland; and Admiral Royer, whom I am sure you know. 

Mr. THomas. We are certainly delighted and honored to have our 
two colleagues, Mr. Miller and Mr. Cohelan. Certainly they have 
gone to a whole lot of trouble to bring such a distinguished crowd of 
Californians a long way. We appreciate that. We are certainly de 
lighted and honored to have you, gentlemen. 

Do you havea statement ¢ 

Mr. Mitter. Yes. Mr. Cohelan and I are in on this thing together. 

First, I would like to present the mayor of Oakland, Calif. Ala- 
meda is my hometown. It is a little smaller than Oakland. We do 
not recognize that, Mr. Chairman. 

May I say you are familiar with the position of our people. We 
feel that the hospital that is presently in Oakland, Calif., that is pro- 
posed to move to Martinez, Calif., is more centrally located and better 
prepared to serve the veteran than you can possibly serve him at 
Martinez. 

I have some knowledge of this because up until 1950 I represented 
the district that Mr. Baldwin now represents and in which Martinez 
Hospital is located, or the proposed hospital is located. 

In the location of this hospital, we are concerned with the veteran 
and the welfare of the veteran and the patients at the hospital is the 
thing that concerns us. 

I am not going to take up the time of you gentleman, so I will ask 
Mayor Rishell if he will present. his statement. 
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STATEMENT OF MAYOR CLIFF RISHELL 


Mayor Risueww. This has nothing to do with this subject, but a few 
years ago Ralph Tudor, quite a prominent engineer, and who had a 
contract with the Government, made a statement in Oakland. There 
was a point of argument back there that if you were going to Wash. 
ington you would not go to Philadelphia first; but ‘yesterday, that 
statement was proved wrong because we went to Philadelphia before 
we got to Washington. It ‘took us longer to get from Philadelphia 
here than it did from the bay area area to Philadelphia. You will 
notice I did not say “San Francisco. 

As the duly elected mayor of the city of Oakland, I wish to speak 
out in favor of reexamining and reconsidering the plan to relocate 
the present Oakland V eterans’ Administration Hospit: al to a site near 
Martinez. 

I have given much time to studying the matter and it is my consid- 
ered opinion that the veterans hospital should remain in Alameda 
aunty for the following reasons: 

Alameda County, of which Oakland is the county seat, a metro- 
silat area and the largest population center in northern California 
(926,400 as of January 1. 1960), and military veterans entitled to care 
at a veterans hospital comprise a large part of this population. 

An Alameda County site would enable the Oakland Veterans’ 
Administration Hospital to retain its consulting physicians and ex- 
perienced personnel which have contributed to establishing this fa- 
cility as one of the finest in the Nation; relocation to distant Martinez 
would lose the majority of the consulting physicians and staff. 

3. Several locations in Oakland and Alameda County are ideally 
situated from the viewpoints of access by patients, personnel, families 
of patients, and accessibility to large medical and technical centers 
(the University of California and the large medical center being 
developed in Oakland), and consulting physici ilans. One ideally situ- 
ated location in Oakland is already owned by the Federal Government. 

4. More than 41 percent of the patients of the present Oakland 
Veterans’ Administration Hospital reside in Alameda County. 

5. Location of the Veterans’ Administration Hospital in Alameda 
County in place of Martinez would result in considerable savings to 
the taxpayers in ambulance costs, beneficiary travel, and the purchase 
of ys = Soa and services. 

The city of Oakland and Alameda County governments stand 
ow to give the fullest cooperation to the Veterans’ Administration 
in the expansion of the Oakland Veterans’ Administration Hospital 
at its present location or its relocation to another site in Oakland or 
Alameda County. 

The Oakland Veterans’ Administration Hospital has been identi- 
fied with Oakland since its founding and from the high national stand- 
ing of the facility it has been definitely proven that the location is 
convenient to the veterans, the staff personnel, and the consulting 
physicians. This convenience of an established location would be lost 
if me hospital were to be relocated in Martinez. 

The retention of the Oakland Veterans’ Administration Hospital 
in “Oakland and Alameda County has the support of business and in- 
dustry, labor, the medical association, and other responsible groups. 
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Your favorable action is urged on our request to retain the Oakland 
Veterans’ Administration Hospital in Oakland or Alameda County. 

Mr. Tuomas. That is a very fine statement, Mr. Mayor. We thank 
you very much for coming over here and giving us the benefit of your 
good judgment and your good common horse sense. 

Mayor RisHe.u. It is a pleasure to come back here once in a while 
and see the operation, and the work you have before you. 

Mr. Tuomas. Come back more often. You do not get over here 
often enough. 

Mr. Mutter. I would like to present Mr. Kent Pursel, who is a 
supervisor of Alameda County. 

Mr. Tuomas. We are delighted to have you, Mr. Pursel. 

Mr. Mutter. He represents the city of Berkeley in this supervisorial 
district. ‘There are five in the county. This is where the university 
is located. 

Mr. CoHELANn. Sometimes known, Mr. Chairman, as the Athens of 
the West. 

Mr. Tuomas. We are delighted to have you, sir. 

Mr. Purset. Thank you, Mr. Chairman and gentlemen. 

It is a little bit unusual, to say the least, to be back here asking 
that you gentlemen not appropriate money; instead of being here to 
ask you to appropriate, ask that you hold this up this year and 
restudy it. 

Mr. Tuomas. This may be an exception to the rule. 


STATEMENT OF MR. KENT D. PURSEL 


Mr. Purse. We hope that is the case now. 

I would like to call your attention to a couple of reasons why we 
are back here. The record, of course, will show the reason the Sees 
tinez site was selected at this point. It was because of the civilian 
defense concept of dispersion. I think we will agree to that. I think 
since that time that that concept itself has been dropped. In my 
opinion, gentlemen, as we see it, everyone concerned with a veterans’ 
hospital in our area is for it. I mean by that the majority of all peo- 
ple who would use and who need the hospital, the majority of them, 
are for locating it within Alameda County. I mean by that the 
patients themselves. This will be developed and substantiated by 
men who will appear here a little later. The personnel, the doctors, 
the University of California, which is located close to the present 
location, and the veterans, of course, who have more stake in this, 
perhaps, than any other people, want it that way. 

At this point, from what we hear, the veterans just cannot under- 
stand why the site has been moved or why they propose to move it 
from Oakland to Martinez. I ask, Is the site presently selected at 
Martinez adequate? Will it fill the need? The present facility at 
Oakland has 712 beds. They propose to build a facility in Martinez 
with 498 beds. That is 214 beds less than you presently have in the 
facility in Oakland. 

Added to that you have a waiting list of over a hundred. I checked 
the patient census the other day just before we left. I was informed 
there were 656 bed patients, with an active waiting list of over 100. 

In my opinion, I would say that the present facility certainly is 
much more adequate than the faciilty you propose to build. 
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Mr. TxHomas. How much ground is in the present facility ? 

Mr. Purser. Two square blocks, and along that line both of those 
blocks, of course, and you are thinking in the Appropriations Com. 
mittee of money—they are already off the tax roll; but if we want to 
save money, here is a chance to save it and leave the facility where 
it is. I think we are much better off than attempting to build a new 
one that still will not adequately fill the need. 

Mr. Miiuer. This was one of the best hotels and it was taken over 
by the Army. 

Mr. Pursex. I have been informed it would cost not to exceed $1 
million to make the present facility more efficient than it is. 

As you know, it has been used as a hospital facility, as the veterans 
hospital, for 14 years. 

I would like to bring just one more point to your attention. Santa 
Clara County was contacted relative to this and by un: inimous vote 
they have reauested their legal counsel to draft an appropriate resolu- 
tion asking that, or indicating their opposition to the location of the 
present Martinez site and asking that the Oakland-Alameda County 
area be reconsidered. 

Mr. Chairman, and gentlemen, I hope that you will see fit to hold 
up this appronriation and reconsider this site. In all seriousness, I 
think it would be a mistake. 

Mr. THomas. You are a wonderful speaker. That was a very fine, 
concise statement. There is a lot of meat in it. Thank you very much, 

Mr. Purser. Thank you very much. May I leave this statement 
with you? 

Mr. Tromas. Yes, indeed. Put it in the record, Mr. Reporter. 

(The statement referred to follows:) 


CouNTY OF ALAMEDA, 
Oakland, Calif., March 17, 1960. 
Members of the Appropriations Committee, 
House of Representatives. 

GENTLEMEN : In the considered judgment of the Board of Supervisors of Ale 
meda County. the U.S. Veterans’ Administration hospital presently located in 
Oakland should remain at the present site or within very close proximity thereto, 
We believe that there is no other logical, sensible, or economical move that can 
be instified. 

The hospital has been located at the present location in Oakland since 1946, 
It has a bed capacity of 712. The patient census as of Tnesdav of this week 
is 656. There is a waiting list of over 100. It is proposed that the new hospital 
have a bed capacity of 498. This is 214 beds less than the present hospital 
facility; this difference in addition to the waiting list of over 100 mentioned 
above. 

Gentlemen, does it make sense to build a hospital with fewer beds when you 
are running to full capacity now, and with an active waiting list of over 100? 
In other words, the new proposed building is inadequate before it is built. 

May I further point out thet the property on which the present hospital is 
located, in addition to an adjoining block, is already removed from the tax roll. 

yentlemen, since the present facility is adequate, let us for once save the ta 
payers’ money by keeping the hospital at its present location where for 14 years 
it has proven adequate to serve the veterans of this great metropolitan area. 

For the record the Board of Supervisors of Santa Clara County on Monday, 
March 14, unanimously requested that their legal counsel prepare an appropriate 
resolution in support of retaining the location of the hospital in Alameda County. 

Because of the foregoing considerations and many others presented by our 
delegation, I urge you to reconsider this matter. 

Respectfully submitted. 

ALAMEDA CouNTY BoArpD OF SUPERVISORS, 
KENT D. PURSEL, 
Supervisor, Fourth District. 
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Mr. Miter. May this be made a part of the record ? 

Mr. Tuomas. Present it tothe clerk. We will look it over. 
Mr. Mutter. Dr. Harold Kay. 

Mr. Tuomas. Come around, Doctor. 

Thank you for taking time out to come and say hello to us. 


STATEMENT OF DR. HAROLD KAY 


Dr. Kay. I represent the Alameda-Contra Costa County Medical 
Association, which has a total membership of 1,597 medical practicing 
doctors; 1,284 of them in Alameda County, 313 in Contra Costa 
County. 

There are 894 specialists in Alameda County, 175 in Contra Costa 
County. 

Mr. Conetan. Doctor, what is your medical specialty ? 

Dr. Kay. Iam a urologist. 

From the consultants to the VA hospital in Oakland, 54 come from 
Alameda County and 7, Contra Costa County at the present time. 

Mr. Mitier. Doctor, do you know where these seven come from? Do 
they come from the western part of Contra Costa County, or do they 
come from the eastern part ? 

Dr. Kay. From the eastern part. 

The Alameda-Contra Costa Medical Association has no preference 
as to the location of any governmental facility except insofar as it 
may affect patient care. It is quite clear and thoroughly agreed upon 
by all concerned that the veteran patient will be better served in areas 
in which there is a ready availability of a wide variety of medical 
specialty skills and a plentiful supply of these skills. 

There can be little doubt that the above conditions exist in the Oak- 
land-Berkeley metropolitan area whereas they do not exist to the 
same degree in any outlying area, including Martinez. 

Although Martinez is adjacent to this medical métropolitan area, 
its location does compromise the ready availability of plentiful medi- 
cal care of all types because it interposes the necessity of automobile 
travel. 

Mr. Tuomas. In actual traveling time, what is the difference in time 
from the location of the present facility to the one that is now pro- 
posed ? 

Dr. Kay. Actual traveling time, one way, is approximately 30 
minutes. 

Mr. Tomas. One way? 

Dr. Kay. One way, sir. I am saying this as from the medical 
situation in Oakland we have a majority of our doctors and specialists 
situated in an area called “Medical Pill Hill.” which downtown is on 
approximately 30th Street; the medical facilities are at 14th Street. 
It is 8 blocks through traffic. 

Mr. Mitier. How many hospitals are located there ? 

Dr. Kay. There are three hospitals located on Medical Pill Hill. 

Mr. Mitier. And the Kaiser Hospital is only about 3 blocks away ? 

Dr. Kay. Yes, sir. 

Mr. Mitier. These are the biggest hospitals in the East Bay area. 

Dr. Kay. It is approximately 6 to 8 minutes to get to the hospital 
where from the same spot to get to Martinez would take anywhere 
from 40 to 50 minutes. 
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From the standpoint of the doctors presently in a consulting ¢a- 
pacity at the veterans hospital in Oakland, a survey which was made 
last June informed us that of the 99 VA medical consultants, doctors 
in practice in Oakland, Berkeley, San Francisco, and Contra Costa 
County, 55 stated they would prefer to have the hospital remain in 
the Metropolitan Oakland area. Twelve stated they had no prefer. 
ence and seven indicated they w vould prefer the Martinez area. 

Just as an addition, I might state to you that I am a consultant to 
the veterans’ hospital in Livermore in urology. For the past 8 years, 
when we have had to do any delicate surgery, such as prostatic sur. 
gery, which we feel we should not do too far away, it has been neces- 
sary to transfer patients from Livermore Hospital to Oakland, neces. 
sitating more money in cost, et cetera, because we as doctors did not 
feel we should be that far away from that particular type of 
operation. 

Mr. Tuomas. Thank you very much, Doctor. You are a man of 
very few words, but you pack a lot of punch in them. 

Dr. Kay. Thank you, Mr. Chairman. 

Mr. Mruter. May I ask Mr. Dunn to orient you with respect to the 
map we have here? 

Mr. Tuomas. Yes, indeed. 

Mr. Dunn. Mr. Chairman, this is approximately the location of 
the present veterans hospital. Here is the location of what the doc- 
tor just called “Pill Hill,’ with about 6 minutes of traveling time. 
Here is the Martinez location. You have to go around through here, 
through a tunnel, through here, and back here. I think the doctor 
came in 30 miles instead of 30 minutes, because the traveling time is, 
depending on traffic anywhere, from 40 minutes to an hour and a half. 

Dr. Kay. They ask for additional time. 

Mr. Dunn. It is 30 miles in any event. 

As regards communities, we have Emoryville, which has practically 
no population, 1,200 or so, an industrial city which does, however, 
employ 40,000 people, Berkeley, Albany, and here is the county line. 
This is E] Cerrito in Contra Costa County, and this is Ric hmond i in 
Contra Costa County. Coming this way we have all this in Oka- 
land, down to about here, this ‘valley with a population of approxi- 
mately 40,000, Hayward with about 70,000, San Leandro with about 
70,000, and these other areas which are rt rapidly ¢ crowing, so that from 
this area to the county line there are perhaps in the neighborhood of 
40 to 50 thousand more people. Over here we have San Francisco, 
with a population of about 800,000, San Mateo County, getting up 
to the half million mark in population, and Santa Clara County, 
which is over the half million mark, around 530,000, I believe, and 
which is predicted to pass Alameda County eventually in regard to 
population, sometime about 1970. In regard to population, this is 
the populated area. This is the location of the present hospital. 

This is the location of the Martinez site. 

Mr. Tuomas. Very fine. That makes it very clear. Thank you. 

Mr. Mitirr. Dr. Jones is the next witness. 

Mr. Tuomas. Come around, Doctor. 

Mr. Jones. Iam Hardin Jones. I am professor of medical physics 
and also professor of physiology at the University of California. 

Mr. Tuomas. Weare delighted to have you. 
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STATEMENT OF DR. HARDIN JONES 


Mr. Jones. Thank you. 

I am a general medical scientist. I am not a physician. I range 
in a number of different departments in our university because of the 
need for entering into medical problems from basic chemistry, basic 
mathematics, and all of these things that our university possesses at 
the moment in a very great wealth. This has been developing over the 

ast 30 years, the fact that medical prolems can be entered into directly 
rom the basic sciences, and actually I am a member of the physics 
department, which is quite a stretch of the imagination. Physics does 
not usually relate to medicine, and has not for about 400 years. The 
name “physician” comes from the fact that physicians were usually 
physicists or scientists. We are getting back to that now. A number 
of us—Ernest Lawrence, who died about a year and a half ago, had 
a position formerly with the group I represent. His position was 
taken by Dr. Teller; the president of our university, chairman of the 
board of regents, the head of the biology department, Wendall Stan- 
ley, Dean Smith of the School of Public Health, and many others in 
the Berkeley campus, including Michael Goodman, have all gathered 
together our knowledge and expressions of needs for the university 
to try to work with the veterans’ hospital and the Veterans’ Adminis- 
tration to show them the advantages of being with the University of 
California. They have been very sympathetic. As you know, there 
were commitments at the time we started to the Martinez site, largely 
arrived at through the Office of Defense Mobilization. 

Since that time not only has the situation changed, but it has 
ehanged to exactly the opposite. Instead of talking about dispersal, 
there no longer could be any dispersal protection from the hydrogen 
bombs, but there can be protection of the metropolitan centers if we 
have shelters built in the locations where the people are so that govern- 
ment buildings, and especially hospitals that are to be newly con- 
structed, ought to have their lower floors built as bomb shelters. 

We hope that these would not actually be needed, but they are 
needed in the sense that there is a certain probability that no one 
knows precisely how to calculate that we would have to use them this 
way, and the more such facilities we have, fortunately, the less likeli- 
hood we will have of using them because the more defense we really 
have the less vulnerable we are to attack. 

Professer Teller has put these things very eloquently in a letter 
to you, Mr. Thomas, some time back. 

Mr. Conetan. May I interject at this point, Mr. Chairman? Ihave 
atelegram from Dr. Edward Teller. 

Mr. Tuomas. Read it into the record at this point. 

Mr. CoHELANn (reading) : 


I understand that the matter of establishing and locating a veterans hospital 
in northern California is at present under consideration. It would be a great 
courtesy on your part if you would present to the Appropriations Committee my 
letter to you of July 16, 1959, in which I have given reasons for locating the 
veterans hospital in Berkeley. 


I have attached to this telegram a copy of the letter to me in which 


he sets forth many of the reasons that Dr. Jones is reciting. 
Mr. Tuomas. We will put that in the record. 
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(The information referred to follows :) 


LIVERMORE, CALIF., March 16, 1960, 
Congressman JEFFERY COHELAN, 
New House Office Building, 
Washington, D.C.: 

I understand that the matter of establishing and locating a veterans hogpita] 
in northern California is at present under consideration. It would be a great 
courtesy on your part if you would present to the Appropriations Committee my 
letter to you of July 16, 1959, in which I have given reasons for locating the 
veterans hospital in Berkeley. 

EDWARD TELLER, 


UNIVERSITY OF CALIFORNIA, 
Livermore, Calif., July 16, 1960, 
Hon. ALBERT THOMAS, 
U.S. House of Representatives, 
Washington, D.C. 


My Dear Mr. THomas: The purpose of this letter is to express to you my 
interest and concern in the establishment and location of a veterans hospital in 
northern California. I understand that a location in Martinez has been con- 
sidered and I also understand that a location close to the Berkeley campus of 
the University of California has been discussed. I would urge that this second 
location should actually be selected. 

Apart from the extremely important primary purpose of such a hospital, it 
can also serve a further purpose whose lInog-range effects may become of the 
greatest possible significance. The hospital can be utilized as a research center 
to increase our medical knowledge. It is in such practical research centers that 
the battles for prevention and cure of disease are won. Such a research center, 
however, requires the full and close cooperation between the practical approach 
of the hospital and the more general approach of an academic institution. 

By establishing the hospital close to the Berkeley campus of the University of 
California, cooperation could be established between this important hospital and 
one of the most outstanding campuses in the United States. Among the many 
research activities which could contribute to the greatest exploitation of the 
potentialities of the hospital, I will mention only the virus laboratory and the 
Lawrence radiation laboratory of the university. In particular, the radioactive 
substances which have been first produced at the radiation laboratory have been 
used for many years in the Donner laboratory of the university for the study, 
diagnosis, and cure of a variety of diseases. The patients of this hospital would 
immediately profit from such a cooperation and benefits in the future would be 
even greater. 

If you may permit me, I would like to bring up a second issue, in addition to 
the one I have just mentioned. Although I believe that an all-out nuclear war 
is fortunately not at all likely, it is still my conviction that we must be prepared 
for this terrible eventuality. I believe that a practical, cheap, and effective 
measure would be to establish well-protected and extensive shelter areas in the 
basements and subbasements of big public buildings. In a hospital these shelter 
areas could be utilized even in peacetime for a number of purposes and the money 
invested in the shelter would therefore not be wasted even if we never had to 
take refuge in these shelters. I believe that with the help of advice from people 
competent in radiation and other effects of nuclear explosives, an effective and 
relatively inexpensive shelter basement could and should be added to the planned 
hospital. This would insure maximum safety of the patients and could in facet 
be of some help to the population in the immediate surrounding. More than 
that, the establishment of each such shelter could be made a step in a meaning- 
ful effort at defense which in the long run would greatly improve the safety 
of our country. 

A hospital, properly located in an urban area, could be of strategic value. In 
addition, some of the patients would certainly enjoy the wonderful opportuniites 
of a cultural center like Berkeley. But the main reason why I am urging the 
location of the hospital in or near the Berkeley campus is the unique oppor- 
tunity which would be afforded for the improvement of medical knowledge and 
for longer and happier lives for ourselves and our children. 

Sincerely yours, 
EDWARD TELLER. 
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Mr. Jones. Our university could be called a postgraduate school 
of both medical research and training because we train medical scien- 
tists and we do need clinical facilities because all of the kinds of prob- 
lems that we work on are medical problems. They cannot be dealt 
with abstractly in the laboratories. They are things that we have to 
form a wedding between the biochemist or mathematician and the 
physician who is in charge of the care of patients and looking for new 
ways of expressing solutions to existing problems. 

I met, by chance, Dr. Shapiro, of the Veterans’ Administration, in 
the hall. He is very much interested in the use of veterans hospitals 
and veterans everywhere to study the problem of aging. We cannot, 
asa matter of fact, study the problem of aging with regard o laebora- 
tory analyses because the need for analyses is so great. We are in- 
terested in whether human life can be extended in a meaningful way. 
My assignment with the University of California is dedicated solely 
to the problem of aging in human beings. This is the reason we want 
the veterans hospital located near us at the Duiversity of California. 

We have, as a matter of fact, worked out a potentiality of sites. If 

ou were interested, you can look at this enlarged map over here. 

here are at least 20 possible sites that show some feasibility in location 
near the University of California and near the other facilities that 
the veterans group would need. 

As you know, the Veterans Administration, since World War IT, 
has looked upon universities, medical science centers, and medical 
schools as a means of keeping quality of medical care for veterans at 
the highest possible mark, and associated with it is the policy of using 
the best talent in medicine that it can, such as Dr. Kay and representa- 
tives here with us this morning. These two things together are very 
important. 

Whenever veterans hospitals are moved too far away so they cannot 
communicate with either medical science or the main streams of medi- 
cine, the hospitals, they have less quality to offer to their attending 
patients. This is asensible combination. 

Now, I probably wouldn’t be—not interested, I would be inter- 
ested—but I would not be involved in the problem if it were not for 
the university need because my time is directed to things that are in 
science and education. 

At the present time, no university, regardless of how wealthy it 
may be, or how much it may derive income from the tax rolls, can 
afford to use its income to build great medical centers. In the past, 
universities did this. This is because they were not so costly to main- 
tain. At the present time there is a very great increase in cost. For 
research purposes, it may cost over $100 a day to maintain a person 
ina hospital for observation. 

This, multiplied by a thousand beds, means a very large figure. The 
State of California perhaps might do it except that there are no State 
hospitals available at the immediate time. The best opportunity we 
can see might be this particular veterans hospital. Certainly the 
Government is not going to build another veterans hospital in this area. 
This is an opportunity not only to get the best medical care to veterans, 
but also to have an association with the university which guarantees 
quality of care for the future and from the standpoint of the university 
and State needs in higher education, it is making the tax money do 


. 
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several things. I thoroughly believe that in justification of the tax 
expenditures, it ought to meet several needs simultaneously providing 
the first need is also cared for. 

Mr. Tuomas. Doctor, you have a head full of sense. Go ahead and 
complete your statement. 


Dr. Jones. Well, this is our hope, then, that we can forestall this 


unfortunate plan to build a veterans hospital where it really does not 
belong. Even though there is awkwardness in the present sense of 
asking you to withhold this appropriation—and this is very hard to 
do because I know veterans in California need hospitals. But it is 
better not to put the hospital where it will cost the taxpayers perhaps 
twice or three times as much money to maintain and also rob our State 
institutions of a very needed gain in education. 

The State of California, as you know, is growing very rapidly, 
The population may double in the next 20 years. Already the Uni- 
versity of California is thinking of adding to its campus another 
medical school. By the time that one is built we will have plans for 
another medical school because of the rapidly expanding population, 

The University of California is also the trainee of larger numbers 
of medical scientists for countries abroad, a larger number than any 
other State in the United States. Therefore, it is very important to 
have the facilities with which to train these people. 

I can point out that beginning at the same time that we undertook 
this project at the University of California a representative of the 
Veterans’ Administration talked with our colleagues at Stanford 
University who also made the same overture to the Veterans’ Admin- 
istration and today or, perhaps, next week they will formally open the 
veterans hospital which is to be constructed at Palo Alto, a 1,000-bed 
hospital, built across the street from the recently established medical 
center. It can no longer afford to maintain a private hospital and they 
have built a great medical research center, but across the street is the 
hospital which provides the critical materials for this entire venture 
which is the veterans hospital, which has just been completed. 

This is the kind of thing we want to do for the University of 
California. It is rather unfortunate that the Oakland Veterans’ Hos- 
pital in having been replaced is moving in actually the opposite 
situation. Here is a situation where this companion hospital is going 
to be relatively magnificently equipped but not associated with the 
Stanford University. Whereas, the present plan for continuing this 
hospital will become something of a veterans hospital constructed 50 
years ago where they were out in the woods. We need it near the 
University of California where it will save millions of dollars of the 
taxpayers’ money. 

Mr. Tuomas. That was a very fine statement, Doctor. 

Dr. Jones. Thank you, sir. 

Mr. Ruopes. Dr. Jones, are you speaking for the administration of 
the University of California ? 

Dr. Jones. I do not speak directly for the administration but I 
represent an informal group. The way the University of California 
has to operate is that these things are dealt with rather informally 
and, as a matter of fact, invitations have come from both the board 
of regents and the president of the university. However, after 
these things are worked to the point of surface solution, then action 
will be taken by the University of California. 
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I represent a civic group in this regard rather than the University 
of California. 

Mr. Conetan. Mr. Chairman, I would like to insert in the record 
a couple of letters written by Donald H. McLaughlin, chairman of 
the board of regents of the University of California, addressed to 
the Honorable Albert Thomas, chairman of the Independent Offices 
Subcommittee of the Appropriations Committee of the House of 
Representatives, in which he sets forth the support of a restudy for 
the site location for the hospital and, generally, corroborates what 
Dr. Jones has said. 

Mr. THomas. Without objection, the letter will be inserted into 
the record at this point. 

(The letter referred to follows :) 


THE REGENTS OF THE UNIVERSITY OF CALIFORNIA, 
OFFICE OF THE CHAIRMAN OF THE BOARD, 
Berkeley, Calif., July 2, 1959. 
Hon, ALBERT THOMAS, 
Chairman, Appropriations Committee, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN THOMAS: For several years we have invited the Veterans’ 
Administration to consider relocation of the Oakland replacement hospital near 
the University of California where both institutions might combine resources 
and provide a great medical service to veterans and simultaneously provide a 
clinical resource to the great laboratories of medical science at our university. 

This would maximize the real usefulness of the hospital to veterans wholly 
aside from political considerations of the hospital site. 

In 1956, it was not possible to accept this suggestion, since the Veterans’ 
Administration was bound by a directive requiring that new hospitals be built 
away from cities. This strategy for civil defense planning is no longer valid; 
and when the ruling was recently withdrawn, there began a surge of opinion 
in favor of selecting a site for the veterans hospital that would give more 
weight to the best interest of tie veterans. I wish to restate this plea and 
add, too, that the choice of a site for this hospital may affect the adequacy 
and the cost of education in California. 

As you know, our State will need to provide for substantial increases in the 
number of individuals trained in the medical sciences. If such training fa- 
cilities can utilize strategically placed public hospitals, there will be an enor- 
mous saving in cost. On the other hand, creation of clinical facilities to 
supplement instruction is a continuing multi-million-dollar investment. Place- 
ment of this hospital can determine whether our State can afford to keep abreast 
of needs in medical education. 

I hope that hearings on this hospital might include testimony from those 
who know the provisions for quality medical care and also of the need to pro- 
vide resources for medical education. 

Yours very sincerely, 
DonaLD H. McLAUGHLIN. 


Mr. Coneian. In addition to that, Mr, Chairman, I would like 

your permission to supplement the brochure entitled “To Serve Pa- 
tients Best,” which was put together by the Alameda County Board 
of Supervisors, these documents which have been sent to me. 
_ One is addressed to Mr. Sumner Whittier, Chief Veterans’ Admin- 
istrator, Veterans’ Administration, by the mayor of the city of Berke- 
ley, and attached thereto is a resolution urging restudy and recon- 
sideration of the proposed relocation of the Veterans’ Administration 
hospital. 

Mr. Tuomas. Without objection it will be placed into the record 
at this point. 
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(The letter referred to follows:) 


MARCH 8, 1960. 


Mr. SUMNER WHITTIER, 
Chief Veterans’ Administrator, 
Veterans’ Administration, Washington, D.C. 

My Dear Mr. Wuirtrer: Enclosed find copy of resolution No. 37,716-W,s, 
adopted by unanimous vote of the Berkeley city council on March 1, 1960, that 
the Veterans’ Administration give further study and consideration of the sites 
to which the veterans hospital presently located in Oakland, Calif., might be 
relocated. 

We believe that a site can be found much more accessible to the 200,000 yet. 
erans living in the East Bay area, to the local physicians who will be as. 
sociated with the hospital staff and to the several physical and biological science 
departments of the University of California, which have so much scientifie ¢o- 
operation to offer, than will be possible at the rather remote area at Martinez 
presently proposed. 

We are therefore joining with other jurisdictions and other agencies in the 
East Bay area in urging that further study be made of this important matter, 

Very sincerely yours, 
CLAUDE B. HutTcHIson, Mayor. 


RESOLUTION No. 37,716—N.S. 


Urging restudy and reconsideration of the proposed relocation of the Veterans’ 
Administration Hospital presently located in Oakland, Calif. 


Be it resolved by the Council of the city of Berkeley as follows: 

Whereas this council has been advised that a determination has been made 
to relocate the Veterans’ Administration hospital, now situated in the city of 
Oakland, Alameda County, Calif., to the city of Martinez, Contra Costa County, 
Calif., and that hearings on the appropriation for such relocation will be held 
by the Subcommittee on Independent Offices of the House of Representatives 
Committee on Appropriations ; and 

Whereas various public and private organizations have heretofore requested 
that the matter of the relocation of such facility be given further study and 
consideration before funds are appropriated for the relocation and construction 
of the facility at Martinez, Calif. ; and 

Whereas the planning commission of the city of Berkeley has considered 
this matter and has adopted a resolution requesting that further study and 
consideration be given to the relocation of such hospital: Now, therefore, be it 
resolved as follows: 

1. That the Veterans’ Administration give further study and consideration 
of the sites to which the Veterans’ Administration hospital presently located 
in Oakland, Calif., might be relocated. 

2. That the Subcommittee on Independent Offices of the House of Representa- 
tives Committee on Appropriations postpone action on an appropriation for 
the relocation and construction of such facility at Martinez, Calif., until such 
further study and consideration has been completed. 

3. That the city clerk be and she is hereby directed to transmit copies of this 
resolution to the Veterans’ Administration, the chairman of the Subcommittee on 
Independent Offices of the House Committee on Appropriations, Senators Clair 
Engle and Thomas Kuchel, Congressmen Jeffery Cohelan and Olin EB. Teague, the 
board of supervisors of Alameda County and other interested persons and 
organizations. 

Marcu 1, 1960 

Adopted by the Council of the city of Berkeley by the following vote: 

Ayes: Councilmen Beckley, DeBonis, Harris, Kent, May, Richards, Stone, 
Thomas, and President Hutchison. 

Noes: None. 

Absent : None. 

CLAUDE B. HuTCHISON, 
Mayor and President of the Council. 

Attest : 

NAOMI FE. Hess, 
City Clerk and Clerk of the Council. 
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Mr. Conexan. I have a further resolution to the same effect, Mr. 
Chairman, from the city of Alameda, and I have a further resolution 
to the same effect from the city of Albany which I would like to offer 
for the record. 

Mr. Tuomas. Without objection they will be inserted into the record 
at this point. 

(The letters referred to follow :) 


City or ALAMEDA, CALir., March 9, 1960. 
Hon. JevFERY COHELAN, 
House Office Building, Washington, D.C. 
Deak Sik: Enclosed is a certified copy of Resolution No. 6045, adopted by the 
city council at its regular meeting held March 1, 1960, 
You will note this resolution urges and requests the location of the veterans’ 
hospital in the county of Alameda. 
Very truly yours, 
SHIRLEY H. TENNIER, City Clerk. 


RESOLUTION No. 6045 


Resolution of the city of Alameda urging and requesting location of veterans’ 
hospital in the county of Alameda 


Whereas it appears from press releases that the Appropriations Committee of 
the House of Representatives will be conducting hearings on the Veterans’ 
Administration’s proposal to relocate the Oakland VA Hospital near Martinez; 
and 

Whereas the only objection, namely, dispersal, which in 1956 prevented the 
retention of the VA hospital in the Oakland area, has since been removed by the 
Federal Civilian Defense Administration ; and 

Whereas the proposed. Martinez site is far removed from the area from which 
adequate personnel and staff can be obtained and in which a majority of the 
patients and their families reside and would therefore result in a financial and 
time-consuming hardship upon them ; and 

Whereas there are far more professional and technical medical personnel avail- 
able in Alameda County than at the proposed site and a wider variety of medical 
skills, in greater abundance, would be more readily and frequently available to 
the veteran patient if the hospital remains in the metropolitan area; and 

Whereas Dr. David F. Dugan, speaking on behalf of the Alameda-Contra Costa 
Medical Association, said the Martinez move would cut the number of medical 
consultants by 50 percent and would mean fewer skilled physicians and surgeons 
available to the veterans ; and 

Whereas a survey of patients in the Oakland VA Hospital in January 1960 
showed that 41 percent of the veterans come from Alameda County and only 
9 percent from Contra Costa County ; and 

Whereas various veterans’ organizations who will be served by the facility 
have been outspokenly opposed to the proposal arguing that the Martinez site is 
too far removed from the population center of the area to be of service and toe 
far away from other medical institutions which will be associated with new 
hospitals and have strenuously urged the location of the hospital in Alameda 
County ; and 

Whereas there are several locations in Alameda County ideally situated for 
sich an establishment with reference to transportation, access by both patients 
and personnel, and availability of all utilities, at least one of which sites is 
already owned by the Veterans’ Administration ; and 

Whereas a hospital located in an area removed from the sound and odors 
and traffic of an industrially zoned area including several large oil refineries, 
ammunition centers, shipyards, depots and arsenals is more conducive to a 
rapid return to health; and 

Whereas the reconsideration of the proposed hospital in Martinez will not 
adversely affect the present veteran population served by the greater number 
of beds in the present Oakland hospital : Now, therefore, be it 

Resolved by the Council of the City of Alameda, That this council hereby 
urgently requests the Veterans’ Administration and the Appropriations Com- 
mittee of the House of Representatives to reconsider their decision to locate 
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said hospital in the vicinity of the city of Martinez and that a reconsideration be 
given to a proposed site in Alameda County; be it further 

Resolved, That the city clerk of the city of Alameda immediately direct cert. 
fied copies of this resolution to the pertinent parties involved in this matter. 

I, the undersigned, hereby certify that the foregoing resolution was duly 
and regularly introduced and adopted by the Council of the City of Alameda 
in regular meeting assembled on the Ist day of March 1960, by the following 
vote, to wit: 

Ayes: Councilmen Collischonn, Freeman, Petersen, Schacht and President 
McCall (5). 

Noes: None. 

Absent: None. 

In witness whereof, I have hereunto set my hand and affixed the official sea] 
of said city this 2d day of March 1960. 

SHIRLEY H. TENNIER, 
City Clerk of the City of Alameda. 


Ciry OF ALBANY, 
County of Alameda, Calif., March 1, 1960. 
Hon. JEFFERY COHELAN, 
Vember, House of Representatives, 
House Office Building, Washington, D.C. 

Dear Sir: The attention of the Albany City Council has been called to the 
proposed transfer of the Veterans’ Administration hospital now located ip 
Oakland to a site in Contra Costa County. 

Enclosed herewith is a certified copy of Resolution No. 60-26 passed and 
adopted on February 29, 1960, which supports the retention of the hospital in 
Alameda County. 

It is respectfully requested that you lend your aid in this matter. 

Very truly yours, 
MyrrLte J. McLean, City Clerk. 


RESOLUTION No. 60-26 


A resolution of the Council of the City of Albany supporting retention of the 
Veterans’ Administration hospital in the Metropolitan Oakland area of Alameda 
County 


The Council of the City of Albany does resolve as follows: 

That the Council of the City of Albany does hereby go on record as supporting 
the retention of the Veterans’ Administration hospital in the Metropolitan 
Oakland area of Alameda County. It is the belief of the Council of the City of 
Albany that if the Veterans’ Administration hospital is located at the proposed 
site in Contra Costa County, that the site will be too far removed from the 
population center of the area to adequately serve tie persons entitled to such 
service ; be it further 

Resolved, That copies of this resolution shall be presented to the Appropria- 
tions Committee of the House of Representatives, the Member of the House of 
Representatives of this district, and the two U.S. Senators from the State of 
California. 

JEROME BLANK, Mayor of the City of Albany. 

Passed and approved by the Council of the City of Albany the 29th day of 
February 1960, by the following votes: 

Ayes: Councilmen Donahue, Howell, Keck, Kahn, and Mayor Blank. 

Noes: None. 

Absent: None. 

Witness my hand and the seal of the city of Albany this 29th day of February 
1960. 

MyrtLe J. McLean, 
City Clerk of the City of Albany. 


STATEMENT OF REPRESENTATIVE JEFFERY COHELAN 
Mr. Coneian. And, Mr. Chairman, at this juncture I should like 


to introduce the prepared statement that I have for the record, and 
I shall make only one or two comments in the interest of time. 
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Mr. Tuomas. Your statement will be received for the record at 
this point. 
(The statement referred to follows:) 


Mr. Chairman and members of the committee, for ourselves and for the pub- 
lie officials and civic leaders from Alameda County, Calif., who have traveled 
from our State specifically to appear here today, we wish to thank Chairman 
Thomas, members of the committee, and Staff Assistant Homer Skarin for the 
courtesy that has been extended in making arrangements for our appearance. 

Simply stated, I oppose relocation of the existing Oakland Veterans’ Adminis- 
tration Hospital in Martinez, Calif., and urge restudy of the whole question of 
a site for the new replacement facility. Therefore, I appear today to oppose the 
President’s budget request for funds to construct the new hospital in Martinez. 

At the outset, let me say that all of us are primarily concerned with adequate 
and efficient hospitalization for veterans. We believe strongly that a new Veter- 
ans’ Administration hospital is needed in the area now being served from Oak- 
jand. We subscribe to all arguments showing the need for more hospital beds 
for veterans. Let there be no mistake about that. 

Where we do disagree with those who support the Martinez proposal is on the 
question of what location will best serve veterans who require hospitalization. I 
submit that this is the basis on which this long continuing dispute should 
ultimately be decided. 

Let me list several facts which make the case. Evidence doeumenting these 
facts will be presented and our witnesses present today are prepared to answer 
any questions that may arise. 

(1) Alameda County, which includes Oakland and Berkeley and several other 
cities—all part of a single metropolitan complex—is by far and without question 
the largest single urban area to be served by the new hospital. 

(2) The medical community in Alameda County is by far and without ques- 
tion the largest in the total area to be served. 

(3) Relocation of the new hospital facility in Alameda County is supported 
by municipalities within the county, by veterans groups within the county, and, 
finally, by Veterans’ Administration doctors polled by the medical association 
which serves both of the two counties under consideration. 

(4) The one single reason why a site for the new facility was sought in an 
out-of-the-way location like Martinez in the first place no longer remains valid; 
ie. dispersion for reasons of civil defense. 

Those who seek construction of a new VA hospital in Martinez point out that 
the area to be served extends eastward into the Sacramento Valley and then 
northward even to the Oregon border, and would have us conclude from this that 
a hospital in Martinez, which is just far enough away from Alameda County’s 
metropolitan area to be inaccessible by public-operated transportation, would 
somehow better serve communities 50, 100, and even 200 and more miles away 
than would a hospital in Alameda County. 

The fallacy in this argument is that they would take the hospital away from 
the largest metropolitan area to be served with its unusual complex of medical 
and educational facilities, take it away just far enough to pose special transpor- 
tation problems for veterans and their families, and still not provide a location 
appreciably more convenient to those other faraway areas. 

Alameda County alone has a population of 899,200, while the next three most 
populous counties in the area to be served—specifically, Contra Costa County, 
San Joaquin County, and Sacramento County, which includes the city of Sacra- 
mento, the State capital—have a total combined population of only 1,105,900 
spread over many, many miles indeed. These totals are official estimates of 
population as of June 30, 1959, from the office of the controller of the State of 
California. 

I would add that this argument is also weakened by the fact that it fails to 
take into account the need for still another Veterans’ Administration hospital 
in the Sacramento area. I believe the committee is well aware that the ratio 
in northern California is 742 veterans to each hospital bed, whereas the national 
average is only 183 veterans to each bed. 

Another argument advanced by opponents of a new Veterans’ Administration 
hospital in Alameda County is that heavy expenditures have already been made 
and it is, therefore, too late to pull out. It should be kept in mind that property 
purchased at Martinez involves a total cost of less than $40,000. Even at that, 
this property is easily marketable and may well enable the Federal Government 
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to turn a profit rather than suffer a loss in the event that a restudy indicates jj 
should not be used. I cite the testimony of Mr. Robert L. Condon, Martinez at. 
torney and former Congressman from the Sixth district of California, before 
your committee last year, at which time he said that this land now ranges jy 
value between $3,000 and $3,500 an acre. It was purchased for $1,500 an acre, 

The second part of this same argument involves the architectural expendi. 
tures of some $400,000 which have already been made. Here, again, it ig aq. 
leged that this sum would be a loss in the event the Martinez site is not useg, 
The point is refuted in the testimony of Mr. W. Ashbridge, VA Assistant Admin. 
istrator of Construction, before the committee in February of 1959. ‘On that 
oecasion Congressman Yates asked why architectural planning for a hospital 
Martinez was being continued since the Veterans’ Affairs Committee might de. 
termine that the VA should not go ahead with that project. 

Mr. Ashbridge replied, “Most of the plans will be used anyway.” He they, 
added, “The upper floors would be the same.” The only conclusion that can be 
drawn from his testimony is that the $400,000 outlay for architectural plans wil] 
not be much wasted, in the event that the Martinez project is set aside. 

In closing I would like o refer to a letter to Chairman Thomas dated July 2 
1959, from Mr. Donald H. McLaughlin. chairman of the board of regents of the 
University of California, which has its home campus in Alameda County. 

This letter, a copy of which was also sent to my office, advises that the univer. 
sity has for several years invited the Veterans’ Administration to consider 
relocation of the Oakland VA Hospital near the university. It further offers to 
combine resources—to make available the vast facilities already existing at the 
university—in order to provide a great medical service to veterans and simnui- 
taneously provide a clinical resource to the great laboratories of medical science 
at our university. 

Mr. Chairman, I cannot emphasize too strongly that this additional reason for 
a complete restudy of the question of location of the new hospital is a very 
singular one and would itself warrant delay of construction at Martinez so that 
other sites can be considered. 

Thank you. 


Mr. Conean. I urge you, Mr. Chairman, to read it. As you know, 
Mr. Miller and I are “grateful for having this opportunity to be be- 
fore the committee and we are particularly grateful to you, Mr. Chair- 
man, and to your staff assistant, Mr. Homer Skarin, for the courtesies 
which have been extended in making arrangements for our appear- 
ance. 

Simply stated. I oppose relocation of the existing Oakland Veterans’ 
Administration Hospital in Martinez, Calif., and urge restudy of the 
whole question of a site for the new replacement fac ility in my own 
statement and which you have already heard. 

There is another point, though, that I want to stress, realizing that 
there is an argument that there has been a commitment of money 
which almost dictates that we go through with this thing. I want to 

eall attention, Mr. Chairman, to the fact that it must be kept in mind 

that the property purchased at Martinez involves a total cost of less 
than $40,000. Even at that, this property is easily marketable and 
may well enable the Federal Government to turn a profit rather than 
to suffer a loss in the event that a restudy indicates it should not be 
used. 

I cite the testimony of Mr. Robert L. Condon, a Martinez attorney 
and former Congressman from the Sixth California District, before 
your committee ast year at which time he said that this land now 
ranges in value from $3,000 an acre to $3,500 an acre. It was pur 
chased, Mr. Chairman, for $1,500 an acre. 

The second part of the same argument involves the architectural 
expenditure of some $400,000 whic ch has already been made. Here, 
again, it is alleged that this sum would be a loss in the event that 
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the Martinez site is not used. The point is refuted in the testimony 
of Mr. W. Ashbridge, the VA Assistant Administrator of Construc- 
tion, before the committee the first part of last year. 

On that occasion Congressman Yates asked w hy architectural plan- 
ning for a hospital at Martinez was being continued since the Vet- 
erans’ Affairs Committee might determine that the VA should not go 
ahead with that project. 

You will recall, Mr. Chairman, that Mr. Ashbridge replied: “Most 
of the plans will be used anyway. % 

He then added that the upper floors would be the same. 

The only conclusion which can be drawn from this testimony is that 
the $400,000 outlay for architectural plans will not be wasted in the 
event that the Martinez project is set aside. 

As I have indicated, Mr. Chairman, I ask unanimous consent. to 
revise and extend, and submit my statement for the record. 

Mr. Tuomas. You shall have that right. 

Mr. Mitirr. The next witness, Mr. Chairman, is Mr. Arthur C. 
Ames, who represents the veterans groups in Alameda County and 
is here for this purpose. 

Mr. Tuomas. We are delighted to have you, Mr. Ames. 


STATEMENT OF MR. ARTHUR C. AMES 


Mr. Ames. Mr, Chairman and members of the committee, I wish to 
thank you for the opportunjty of appearing before you this morning. 

Iam here representing the veterans of Alameda C ounty and their 
families. They too, through me, wish to express their appreciation 
to you. 

My remarks will be brief. Much of what I would like to say is 
already stated in the booklet “To Serve the Veterans Best.” There are, 
however, some other facts and related information which is not 
included in this printed folder, and which I believe should be made 
available to you in your study of the question before vou. 

Just last week I obtained from Oakland VA Hospital some infor mia- 
tion on the volunteer service program at this hospital. 

oo example, at Oakland V eterans Hospital : 

(a) Volunteers served over 33,000 hours last year. 

(b) Each day 35 to 40 volunteers come on regularly scheduled 
assignments—some once a week and others more often. 

(c) Some of the areas in which they serve are X-ray, library, nurs- 
ing service, chaplain service, registrar, E KG, housekeeping, physical 
medicine and rehabilitation, labor: atory service and units and subsid- 
lary sections of each of these major services. Large numbers also 
serve in special service sections such as recreation and voluntary service 
section which supervises personal services to patients daily. 

(d) Over 60 organizations contribute regularly in time, effort, and 
through gifts to the patient- -care program. 

(e) Although volunteers are never assigned to supplant paid work- 
ers, their presence enables therapists and technicians to devote a 
greater portion of their time to the more professional aspects of their 
jobs. This increased the quality of patient care to a significant degree. 

(f) At the last recognition ceremony for volunteers, there were 36 
persons who received "awards for 2.500 hours of service to 10,000 
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hours of service. A copy of last year’s recognition ceremony is pre- 
sented for your attention. 

I would like to insert that in the record. 

(The matter referred was filed with the committee. ) 

Mr. Ames. (7) 95 percent of the volunteer service indicated above 
comes from citizens of Alameda County. 

I firmly believe that this large-scale, unselfish, volunteer assistance 
given by the people of Alameda County to the VA hospital patients 
and staff is proof positive that they want a veterans’ hospital i in Ala- 
meda County. There are more than 200.000 veterans in our county, 
the most. populated one in the whole of northern California. 

I have been told that if the hospital was moved out of this area it 
would mean that almost all of this volunteer help would be completely 
lost. Most of this excellent volunteer service is given by local citizens 
who could not be expected and would not be able to travel long dis. 
tances toa hospital. 

In Alameda County we have, what many people believe to be, the 
finest Christmas program in our Nation for the patients in our vet- 
erans’ hospitals. This program is now in its 36th year. I have here 
some printed information about our veterans’ hospital Christmas 
committee, which I submit with this statement. I will not read this 
but wish to state that since its inception in 1924 almost $800,000 has 
been contributed to this most worthwhile effort. The major portion 
of this money has been received from the people of Alameda County, 
It has been my pleasure for the past 5 years to serve as coordinator 
at Oakland VA Hospital for the Christmas committee. 

The program consists of providing gifts, decorations, and profes- 
sional entertainment in the VA and service hospitals in Alameda. 

The decorations part of the program is one in which a great deal 
of support (other than financial) is given by manv wonderful men 
and women of Alameda County. It is safe to say that considerably 
more than 1,500 man-hours each year are given by those who assist 
with the decorating phase alone. Each year, since 1942. this has been 
the case. Altogether it totals almost 30,000 hours of willing volunteer 
effort. Less than 10 percent of the volunteers have come from areas 
outside of Alameda County to assist at Oakland VA Hospital. In the 
majority of instances the workers, or the organizations they belong 
to, have also contributed financially to the Christmas committee. 

It is not possible to describe. in a few short sentences, the trans- 
formation which takes place on that Sunday before Christmas when 
the volunteers pour into the hosnital to decorate the rooms, halls, 
wards, and other areas. Tf an indication of public support were ever 
needed as assurance of that the people of Alameda County want 4 
VA hospital in their community, this one activity alone should be 
convincing and conclusive. 

T have just received. Mr. Chairman, several telegrams and a resolu- 
tion which I would like to read and include as a part of my state- 
ment before I conclude. 

Mr. Tuomas. You may proceed. 

Mr. Ames. T have a letter from the County of Alameda Veterans’ 
Affairs Commission, addressed to President Kerr of the University 
of California. Attached is a copy of the resolution, and TI will read 
only the resolve portion of it. 
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Therefore, be it 


Resolved, That this commission requests reconsideration of the site for the 
replacement of the Oakland Veterans’ Administration Hospital, now planned 
for location in Martinez; and be it further 

Resolved, That this commission invites the University of California to join 
with us in presenting facts on mutual needs for the optimal location of the replace- 
ment hospital. 


Mr. Tuomas. We shall insert the letter, together with resolution, 
into the record at this point. 

(The matters referred to follow :) 

COUNTY OF ALAMEDA, 
VETERANS’ AFFAIRS COMMISSION, 
February 16, 1960. 
President CLARK KERR, 
University of California, 
Berkeley, Calif. 

DEAR PRESIDENT Kerr: Attached is a copy of a resolution adopted by this 
commission, requesting the cooperation of the University of California in the 
efforts being made by this commission and other groups in connection with the 
relocation of the Oakland Veterans’ Administration Hospital. 

You are undoubtedly aware that we—speaking for the veterans to be served 
by the facility—are opposed to the projected Martinez site, as being unsuitable 
and inaccessible for both patients and medical consultants. In representations 
to congressional committees and the VA we have repeatedly urged a location 
close to the area’s population center and medical installations. We support 
any location within reasonable proximity to the university’s Berkeley campus. 
Our position is not a provincial one, since we originally supported the proposed 
site at Orinda, in Contra Costa County and in Congressman Baldwin’s district. 

The efforts of the university administration, and possibly the board of regents, 
should prove invaluable in this matter, and we will gratefully welcome your 
cooperation. 

Sincerely yours, 
VETERANS’ AFFAIRS COMMISSION, 
ARTHUR B. GEEN, Secretary. 


RESOLUTION 


Whereas a Veterans’ Administration hospital in a metropolitan location on 
the east side of San Francisco Bay is needed to bring quality medical care to the 
200,000 veterans now living in this area ; and 

Whereas this commission endorses the suggestion that this hospital—replacing 
the present Oakland Veterans’ Administration Hospital—be established in a 
location such that it can participate with the centers of medical science at the 
University of California at Berkeley; as well, for example, the new Veterans’ 
Administration Hospital which is nearing completion at Palo Alto, where joint 
planning with Stanford University will provide an exceptional enhancement of 
the medical care available to veterans there: Now, therefore, be it 

Resolved, That this commission requests reconsideration of the site for the 
replacement of the Oakland Veterans’ Administration Hospital, now planned for 
location in Martinez; and be it further 

Resolved, That this commission invites the University of California to join 
with us in presenting facts on mutual needs for the optimal location of the 
replacement hospital. 

Adopted January 25, 1960. 

Attest: 

ARTHUR B. GEEN, Secretary. 

Mr. Ames. I also have a few telegrams addressed to Admiral Royar 
and to Elmer Freudenberger, acting national director of legislation, 
Disabled American Veterans, 1701 18th Street NW., Washington, D.C., 
and I have another one addressed to Admiral Royar and sent to John 
Holden, national service director, AMVETS National Headquarters, 
1710 Rhode Island Avenue NW., Washington, D.C., which I would 
like to insert into the record at this point. 
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Mr. Tuomas. Without objection it is so ordered. 
(The telegrams referred to follow :) 


OAKLAND, CaLir., March 16, 1960. 

Adm. Murrey L. Royar, 
Washington, D.C.: 

Following wire sent to John Holden, national service director, AMVETS 
national headquarters, 1710 Rhode Island Avenue NW., Washington, D.C,; 

“A hearing is scheduled Thursday 10 a.m. before House Appropriations Sub- 
committee, on allocation for proposed VA hospital at Martinez, Calif. Depart- 
ment of California position remains the same, by resolution, as when you testi- 
fied in 1957 for us against Martinez site and in favor of an Oakland location. 
East Bay Post 50 has membership covering both counties, and strongly urges 
an Oakland site. There is no contrary AMVET position. Alameda County 
and Oakland will have contingent appearing Thursday. Would appreciate it 
if you could appear briefly to oppose Martinez allocation and in favor of new 
site study. Copy of department resolution is included in county brochure 
which will be available there. You can contact Oakland Chamber of Commerce 
representative, Adm. Murrey Royar at Metropolitan 8—6854. If you can pos. 
sibly make it, would appreciate it greatly. 

“Kindest regards. 

“ARTHUR B, GEEN, 
“Alternate National Executive Committeeman,” 


OAKLAND, Cauir., March 16, 1960. 
Adm. Murrey L. Royar, 
Washington, D.C.: 


Following wire sent to Elmer Freudenberger, acting national director of 
legislation, Disabled American Veterans, 1701 18th Street NW., Washington: 

“Request your attendance Thursday, March 17, 10 a.m., at House Veterans 
Affairs’ Committee regarding Oakland VA Hospital. Please represent Oakland 


chapter 7 and myself. Request resolution OK-938S—A from Francis Dunn, of 
Alameda County delegation. Davy-—7, District 14, department resolution OK-938-A 
opposes Martinez location. 
“JoHN B. ENGBERG, 
“Junior Vice Commander, Daw Department of California.” 

Mr. Ames. The veterans, their families and many others in Alameda 
County, I believe, have indicated more definitely by their works than 
T can by words that they wish to have the VA hospit: al in their com- 
munity. This they desire for the welfare of the veteran patients— 
a hospital where the very best care and attention is available to them. 

Thank you most sincerely, gentlemen, for this opportunity to speak 
to you. 

Mr. Tuomas. That was a very nice statement, and we are delighted 
to have you. 

Mr. Jonas. Mr. Chairman, may I ask a question ? 

Mr. Tuomas. Mr. Jonas. 

Mr. Jonas. Will the witness point out on the map the location of 
the Lafayette area of Contra Costa County ¢ 

Mr. Ames. The entire site area is right 1n here, sir. 

Mr. Jonas. Where isthe Martinez area ? 

Mr. Ames. This [indicating] is the site of the hospital. This 
[indicating] is the city of Martinez 

Mr. Jonas. What is the distance between Lafayette and Martinez? 

Mr. Ames. I would say somewhere between 20 ‘and 25 miles. 

Mr. Jonas. Is Lafayette outside of the Metropolitan Oakland area? 


Mr. Ames. It is through the tunnel—through a single tunnel here. 


Mr. Jonas. It is west of the tunnel ? 
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Mr. Ames. It is east of the tunnel. 

Mr. Jonas. There is no metropolitan area between Lafayette and 
Martinez ¢ 

Mr. Ags. No, sir. 

Mr. Mixer. I think if you would look on the back of this [indicat- 
ing} you will see that between these two areas is a very rugged 
country. There is one valley, Moraga, that is very well settled, but 
the rest of the area is very rugged. 

Mr. Jonas. The reason I asked the question is because I understood 
all parties were favorably inclined to Lafayette when it was originally 
proposed but now you are rejecting Martinez which is in the same 
county as Lafayette. 

Dr. Jones. Sir, the site when I was with the group that went out 
to inspect this was not out as far as Lafayette. It was out in the 
Moraga Valley. 

Mr. Mixxer. It was much this side of Lafayette. 

Mr. Jonas. It was in the Lafayette area of Contra Costa County ? 

Mr. Mitter. No; it is closer to this other area here | indicating]. 

Mr. Jonas. I am quoting from Congressman Miller’s testimony 
before this committee last year when he said it was in Contra Costa 
County. 

Mr. Minirr. It is; that is right. 

Dr. Jonxs. However, the border of Contra Costa County is just 
above the University of California and one of the areas is within 
walking distance of the center part of the campus, and this particular 
valley comes very close to the upper reaches of the University of 
California land. 

Mr. Jonas. I was trying to orient it with respect to the traffic and 
the metropolitan section of Oakland. 

Mr. Mitier. Mr. Chairman, I would like to present Mr. Dunn, the 
chairman of the Alameda Board of Supervisors, who will summarize 
for these people. Mr. Dunn is a former assemblyman for many years 
in California and is chairman of the committee on education and is 
looked upon as one of the leaders in the field of public education in 
the United States and our State. 

One educator told me when we think of—I am talking of secondary 
and primary education and not the higher education these people 
use, but the thing you and I understand—when we think of Francis 
Dunn, we think of God and I am afraid sometimes we put Francis 
Dunn first. 

Mr. Tuomas. We are delighted to have you, Mr. Dunn. 


STATEMENT OF MR. FRANCIS DUNN 


Mr. Dunn. I should say, Mr. Chairman, that since Mr. Miller 
Was So nice to say all these things about me, I believe the majority 
of the present California delegation of this House are former col- 
leagues of mine on both sides of the aisle and served with me in the 
California Legislature. Of course, Mr. Miller being quite a bit 
older than me preceded me. 

Mr. Mitier. That was why I was interested in studying the prob- 
lem ao aging and I notice, Mr. Chairman, you pricked up your 
ears also. 
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discussing at the National Association of County Supervisors, this 
question of the White House Conference on Children came up, which 
will meet very shortly, I told them my experience—that this was 
something that had been started in 1910. One of the members then 
began to “talk about the White House Conference on the Problems 
of the Aging, and he said “This has nothing to do with Teddy Roose- 
velt’s 1910 White House Conference.” He said he would like to bet 
that we were talking about the same people and I think after 56 
or 60 years, we probably are. 

This has nothing to do with our subject here today. I think, gentle. 
men, most of the “points of this presentation have been covered. | 
speak now as the chairman of the board of supervisors in a county 
with an estimated population of 926,000, and by far the largest popu- 
lated county in northern California. We have within our county an 
advisory group of veterans representing the various posts and various 
veterans organizations whose primary function is to carry on the 
observance of Veterans Day—formerly Armistice Day—and they 
have been successful in that to the point that it is now recognized as 
the most outstanding commemoration of Veterans Day in the United 
States. They have ‘other functions of advi ising us on veterans prob- 
lems, and in regard to that we received a letter from this committee 
asking us to send a delegation to Washington to appear before your 
committee. I have a copy of that letter in this folder here which I 
will not take the trouble to read. 

They also appeared before our board of supervisors, together with 
a representative of the medical association. There is a letter in the 
folder which you have from Dr. Sadusk, who is chairman of a group 
of doctors who actually practice at the veterans hospital, and that 
letter, I believe, is self-explanatory, expressing the point of view of 
the doctors who actually work daily at the hospital and who know 
the hospital needs perhaps better than anyone else. 

I would like to comment on this brochure to point out the avail- 
ability of staff and medical consultants which was somewhat over- 
looked in this presentation. It shows the number which I think Dr. 
Kay presented, as compared to other counties. 

IT would like to invite your particular attention to that. The num- 
ber of patients out of their daily patient load as of March 10 showed 
272 patients from Alameda County out of the total. There again 
you get a breakdown of all of northern California, showing where all 
of the patients come from. I am sure you will go through this 
brochure when you have more time to investigate this problem and 

to study it. I say at your lesure, but knowing your problems, I know 
you do not have any leisure; but some time before you make your 
decision you will, I know, refer to the brochure. 

So far as the board of supervisors is concerned we recognize in this 
population of 926,000 a tremendous percentage of veterans and we 
realize the population of Alameda County has increased from a little 
over 200,000 following World War I to 926,000 today. It is tradi- 

tionally and usually the younger people who pull up roots. We began 
with a population growth following World War I and have continued 
it since. Therefore, we feel our record of hans for veterans exemp- 
tions prove we do have a substantial majority of our male population 


Mr. Dunn. If I may take your time to repeat a story we were 
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of veterans of either World War I, World War II or the Korean 
conflict and, of course, some from previous battles such as the Spanish- 
American War from which group we used to have quite a large popu- 
lation at one time. 

Now, in asking you to delay a decision on the construction of this 
veterans hospital, we feel that there will be no hardship involved. 
We now have 712 beds readily available at the existing veterans hos- 
ital.’ This proposed hospital at Martinez is supposed to provide 498 

ds. So, any argument that delay would bring about a hardship to 
any veteran by reason of the denial of medical facilities, I think is 
preposterous on its face. 

There is an item which has not been mentioned with reference to the 
Martinez site, and it is in the brochure, and that is the question of 
transportation. This metropolitan area (indicating) is_ readily 
served by a local transit company which, like many others including 
yours at Washington, has had its troubles to the point that we have 
organized some years age a two-county transit district consisting of 
parts of Contra Costa County and Alameda County. The Contra 
Costa County portion was never carried through because of the failure 
of a bond issue but, recently, we had a bond issue in Alameda County 
providing for $16 million and these cities (indicating) whieh are 
located in Contra Costa County voted to come back into this district 
because they want to participate in extension of the local transit facil- 
ities. So, we will have, as we have now, a local transit system extend- 
ing from Richmond in Contra Costa to Hayward in Alameda County 
which is almost down to this crossing of this yellow line, but extend- 
ing from Richmond north and east there will be no local transit what- 
soever and there-is where-you have the Martinez site. 

I think it is pertinent to observe that many veterans by reason of 
their disabilities, or for other reasons, are not in a position to drive 
their own cars and, perhaps, their relatives or friends who might visit 
them would be in the same situation, whereas a local transit facility 
would make it possible for the veteran to get. to the veterans hosptial 
especially for outpatient care. 

I think this is a point which no one else has referred to or touched 
upon, but I believe it is a point worthy of consideration. 

The cost. of the site was pointed out to you, but I think if the site 
was worth anything at all when it was purchased—if it is in Califor- 
nia it is California real estate—it must be worth a great deal more 
now. It was not a very good site to begin with. 

I think in view of the time and the previous presentation, which 
has been very informative, I will conclude. 

I have here some originals and photostatic copies of resolutions 
from the other cities in the county in addition to those which Con- 
gressman Cohelan introduced previously, together with copies of 
some of the statements that were made by preceding speakers. I 
would like to file this for the record. 

Mr. Tuomas. Leave that with the committee, if you do not mind. 

That is a very excellent statement and it is very much to the point. 
We thank you very much for your help and assistance. 

Mr. Dunn. We ask you for your favorable consideration of a re- 
study of this site, as well as any other sites that may appear to be 
desirable. 

Mr. Tuomas. Thank you very much. 
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STATEMENT OF REPRESENTATIVE GEORGE P. MILLER 


Mr. Mitzer. Mr. Chairman, I just would like to take about 2 mip. 
utes to wrap this up. 

We are here asking that this money be not appropriated until sur. 
veys in this matter can be made, or until a resurvey can be made, 

The Veterans’ Committee, the one charged with the matter of look- 
ing after the welfare of veterans, has three times reported on this 
matter and each time rejected the Martinez site. Mr. Teague himself 
visited the site some time ago and flew over it with a helicopter and 
studied the situation. I think his report is of record with the com- 
mittee and has been used before this committee. 

You were told that when the original site was located, or when it 
was first decided to get out of the metropolitan area years ago in the 
days when Governor Peterson had come back here as Director of Ciyij 
Defense and before we knew very much about fallout of bombs, you 
remember we were talking about dispersal of hospitals at that. par- 
ticular time. There were four hospitals that were going to be re- 
placed—one at Cleveland, and this hospital in Oakland, the Mount 
Alto Hospital, and then we considered moving the Mount Alto Hos- 
pital a way out of Washington. May I say that the relationship be- 
tween Martinez and the metropolitan area that this hospital serves 
is about similar to that of locating it at Rockville with respect to the 
city of Washington. I think that is about as fine a comparison as I 
can make. 

I am no conscious, or never have been conscious of saying that this 
hospital was going to Lafayette, but if it is in the record, I do not 
question it, sir. I might have used Lafayette, but the location of the 
hospital at one time was proposed in the Moraga Valley, and it runs 
through a tunnel right out in here [indicating]. St. Marys College 
is located out here. That is the relationship. Lafayette is farther 
down this road—well down it about in here indicating]. Although 
it is in another county, it has all of the accessibility that you would have 
through here [indicating]. At the time they had suggested locating it 
there, I withdrew any objection I had to it because I was concerned, 
and I am still concerned, with the location of this hospital where it 
will best serve the veterans and where the veterans can be best served. 
A site was selected in the Moraga Valley but the moment this site was 
selected, the people in the valley, which is a rather exclusive sort of 
place—something like part of the new development in Kensington 
or Bethesda—rose up in arms and said they did not want a veterans 
hospital located in their community because it would depress their 
properties and that the veterans would be inimicable to the children. 
Therefore, the Veterans’ Administration then withdrew this. I think 
Mr. Ames told you he was present at the meeting when Colonel Edgar 
was so incensed that people would take this attitude that he said “This 
hospital will never go in this county.” 

It was then moved up to this site at Martinez. 

May I point out to you—you have heard about the hospital at Stan- 
ford—that one of the newest hospitals built is the one in Iowa City, 
Iowa, where they actually bought land from the University of Towa, 
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yersity of Iowa just across the street from it. My brother-in-law 
happens to hold the some position at lowa City at the University of 
Iowa that Dr. Jones does at the University of California, and I am 
somewhat familiar with it. 

I want to say that at the veterans hospital that was mentioned here, 
the one near Livermore, has always had trouble getting help at the 
hospital—people who sweep the floors, who wash the dishes and who 
do the laundry—because there is no suitable housing for them. We 
are stepping into exactly the same situation here. This hospital hap- 

ns to be in my district and I think I know whereof I speak with 
reference to the problem which exists out there, because it is isolated 
and common help has to travel a long way back and forth to work. 
It was only until the war that for the first time the pressure was 
relieved when they sent a company of conscientious objectors out there 
todo this type of work. 

Gentlemen, we are not suggesting a site. We are asking you to 
defer this. We are asking you to let the Veterans’ Committee reaffirm 
its studies, or until it has made its studies of the situation and sub- 
mitted it to the proper authorities or until the Committee on Veterans’ 
Affairs has restudied this matter. I am satisfied if that is done, the 
hospital will not be located in the Martinez area. 

Mr. Tuomas. We thank you very much, our colleagues and your 
distinguished guests. You have made very impressive statements 
and we appreciate your time in coming here. 

Mr. Coneian. Thank you, Mr. Chairman. 

Mr. Tuomas. We appreciate your help and advice. 


Tuurspay, Marcu 17, 1960, 


Vererans’ ADMINISTRATION, Crvi. Derense, AND Crvit SERVICE 
CoMMISSION 


WITNESSES 


C. H. OLSON, ASSISTANT DIRECTOR, AMERICAN LEGION LEGISLA- 
TIVE COMMISSION 


JOHN J. CORCORAN, DIRECTOR, NATIONAL REHABILITATION COM- 
MISSION 

AUSTIN E. KERBY, ASSISTANT DIRECTOR, NATIONAL ECONOMIC 
COMMISSION 

DR. H. D. SHAPIRO, SENIOR MEDICAL CONSULTANT, NATIONAL 
REHABILITATION COMMISSION 


JAMES R. WILSON, JR., DIRECTOR OF NATIONAL SECURITY, THE 
AMERICAN LEGION 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us some of our distinguished friends this morning in- 
cluding Mr. Corcoran and some of our very able doctor friends. 

Do you want to make a statement, Mr. Corcoran, or introduce the 
other people who have accompanied you? We will let you handle it as 
you see fit. 

Mr. Corcoran. Mr. Chairman, I will ask Mr. Olson, our assistant 
director of legislation, to introduce the witnesses and then I would like 
tomake a short statement. 
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Mr. Tuomas. You may proceed. 

Mr. Orson. Mr. Chairman, my name is C. H. Olson and I am the 
assistant director of the American Legion Legislative Commission. | 
work with Mr. Miles Kennedy, who usually comes before you. 

With me is Mr. John J. Corcoran, the director of our national re- 
habilitation commission. Of course, you all know Dr. Shapiro, and 
down at the end of the table is Mr. Kerby, the assistant director of our 
economic commission. We also have Mr. James R. Wilson, Jr... di- 
rector of our national security commission. 

Mr. Corcoran will lead off. We have prepared statements, gentle. 
men, and I think that our witnesses are prepared to brief them if you 
would prefer it that way. 

Mr. Tuomas. That will be fine. 


STATEMENT OF MR. JOHN J. CORCORAN 


We shall insert into the record at this point the statement by Mr, 
Corcoran and then he may proceed with his oral statement. 
(The statement referred to follows :) 


STATEMENT BY JOHN J. ConcORAN, DirecTOR, NATIONAL REHABILITATION 
COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the subcommittee, on behalf of the American 
Legion I appreciate this opportunity to appear for the purpose of commenting 
upon that portion of the President’s fiscal 1961 budget relating to the Veterans’ 
Administration. 

Our interest in this subject is manifest. Adequate funds are absolutely nee- 
essary for the complete fulfillment of the veterans program established by the 
Congress. We feel that we have something to contribute because we come in 
daily contact with the veterans and dependents interided to be benefitted by 
the program. We work in and visit VA installations and see firsthand the 
serious effects of inadequate funds. 

The American Legion has frequently expressed itself on the importance of 
the appropriation of sufficient funds for the Veterans’ Administration, particu- 
larly for the medical and hospital program. At its October 1959 meeting the 
National Executive Committee of the American Legion approved Resolution 21 
urging the appropriation of such funds as are necessary to permit, orderly and 
continuous operation of VA facilities at maximum ¢apacity. 

We have noted businesslike improvements made by the Veterans’ Administra- 
tion in the administration of the benefits provided by Congress. We. have noted 
the great efforts being made toward increased efficiency. The American Legion 
is of course in favor of efficiency, but we hasten to add that efficiency must not 
become an end in itself. The major concern of the Veterans’ Administration is 
and should be the rendering of service to veterans and their dependents. It 
was for that purpose that the American people demanded the establishment of 
the Veterans’ Administration, and that purpose must not be defeated. 

The VA budget as presented by the President seems generally satisfactory. I 
should like to comment, however, upon two or three items. 

We note that $15 million has been requested for research, whereas $17 mil- 
lion was authorized last year. In line with Resolution 6 approved by the May 
1959 national executive committee, the American Legion urges this subcommittee 
to report an amount equal to that authorized last year. It seems to us that such 
an action is necessary for the successful and uninterrupted conduct of the re- 
search program. Not only is research an essential element of the veterans’ 
medical program, but it is also a potent contributor to the attraction and main- 
tenance of high quality staffs. 

According to the blue sheet published by the House Veterans’ Affairs Com- 
mittee January 18, 1960, the funds requested by the President for inpatient and 
outpatient care are not what the Veterans’ Administration operating services 
feel are necessary to successfully perform those missions. The funds requested 
are higher than those authorized last year but the vital question is, is the increase 
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sufficient? The VA Department of Medicine and Surgery has been involved in 
a race to keep pace with the rising cost of medical treatment. The rising medical 
costs have been out of proportion to the rises in other areas. The Department 
of Labor Bulletin 1256 notes that for the 6-year period 1953-58 the “all items” 
index rose 8.4 percent, whereas the medical care index increased 23.5 percent. 

The question of adequacy of funds for patient care seems most serious in the. 
outpatient department. Outpatient care is of course of great interest to all 
pecause it deals primarily with the service connected. The budget request is 
higher by $2,600,000, but it is estimated that there will be nearly 60,000 more 
outpatient medical visits in fiscal 1961 than in the prior year. The very large 
share of increased’ funds could be wiped out by the rising cost of drugs alone. 
The American Legion urges the subcommittee to give serious consideration to 
the recommendation of additional funds in the critical inpatient and outpatient 
care items. 

The American Legion is most pleased to note that the budget request contains 
$75 million for construction of hospitals and domiciliary facilities. We have 
peen informed that $52 million is earmarked for the construction of three new 
VA hospitals, at Cleveland, Ohio, Washington, D.C., and Martinez, Calif. The 
yeterans in those areas have waited long for these replacement hospitals and we 
eagerly look forward to their completion. 

We understand that there is a site problem in California. The American 
Legion has no specific position on where the hospital should be constructed. 
We do have confidence in the Veterans’ Administration and we assume that they 
have selected a satisfactory site. They have conducted long negotiations with 
the city of Martinez and that is a factor to be considered. But the point of most 
interest to the American Legion is the fact that to consider another site at this 
late date would be to delay construction of a much-needed hospital for at least 
2years. This impresses one as an unacceptable alternative. 

May we conclude with a word about costs. The American Legion is con- 
scious of the cost of veterans benefits, and remarks about the problem are 
frequently heard during convention deliberations on pensions, etc. The Ameri- 
can Legion tries to present a sound program, fair both to the veteran and to the 
public. We note that in a recent address the Administrator of Veterans’ Affairs 
pointed out that in 1890 veterans benefits represented 1.2 percent of the national 
income. In 1958, 1.4 percent. Further, in 1890; 35: percent of the Federal budget 
went to veterans benefits; in 1958, 7.2 percent. These figures support our con- 
viction that our veterans program is neither extravagant nor unreasonable. 

Thank you again for the opportunity to present these views. 


NATIONAL HEADQUARTERS, THE AMERICAN LEGION, NATIONAL EXECUTIVE Com- 
MITTEE MEETING, OcToBER 7—9, 1959 
Resolution No, 21. 


Committee: Rehabilitation Commission. 
Subject: Funds for VA medical and hospital care. 


Whereas the American Legion has always been a stanch supporter of Vet-. 
erans’ Administration medical care and hospital treatment of a quality second 
to none for service-disabled veterans, and for those other war veterans unable 
to seeure care elsewhere for their physical and mental disabilities because of 
inability to pay; and 

Whereas the quality of medical care on an outpatient and inpatient basis 
can be maintained at its present high standard only if adequate funds are 
provided : Therefore be it 

Resolved by the National Executive Committee of the American Legion, in 
regular meeting assembled October 7-9, 1959, at Indianapolis, Ind., That the 
American Legion shall urge appropriation of funds necessary to permit orderly 
and continuous operation of VA facilities at maximum capacity. 


NATIONAL EXECUTIVE COMMITTEE MEETING OF THE AMERICAN LEGION HELD APRIL 


29-May 1, 1959 
Resolution No. 6. 


Committee : Rehabilitation commission. 
Subject : Continuing adequate funds for medical research. 

Whereas the Administrator of Veterans’ Affairs includes the following in 
his annual report for fiscal 1958: 

“Major health problems of the (war) veteran population furnish the stimuli 


for the VA medical research program. This program not only provides the VA 
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with necessary solutions in the day-to-day problems of medical care but is of 
benefit to the Nation and its nonveteran citizens as well. In addition, the preg 
tige of the program is an aid in the recruitment of progressive medical per- 
sonnel. A number of distinguished physicians have joined the VA primarily 
because of the opportunities offered in its medical research program.” 

and 


Whereas the Medical Advisory Board of the National Rehabilitation Commis. 
sion, in its March 1, 1959 meeting, has expressed its belief that adequate funds 
should be made available for the VA medical research program, on a basis that 
provides a stabilized operation of the many research programs in which VA 
is interested : Now, therefore, be it 

Resolved by the National Executive Committee of the American Legion in 
regular meeting assembled in Indianapolis, Ind., on April 29-30 and May 1, 
1959, That the American Legion requests the Congress to provide adequate 
funds for medical research each year so that the beneficial results of the pro- 
gram will be achieved and so that stabilization of the program will follow; ang 
be it further 

Resolved, That a copy of this resolution be forwarded to the appropriate com. 
mittees in Congress, and the executive agencies having official connection with 
preparation of the budget and budget allocations for Veterans’ Administration, 

Mr. Corcoran. Thank you, Mr. Chairman. 

In my prepared statement I make reference to two resolutions and 
I request permission that they also be made a part of the record. 

Mr. Tuomas. I believe they follow your prepared statement and 
have been inserted. 

Mr. Corcoran. Thank you, sir. 

As Mr. Olson indicated, Mr. Chairman and members of the com- 
mittee, I will try to summarize in the interest of time the statement 
that we have prepared for your consideration. 

First of all, we want to thank the committee for this opportunity 
to appear and also thank you for the support that you have given 
the veterans’ programs in the past. We recognize the very grave re- 
sponsibilities that you have in the consideration of the budget. request 
and, again, we thank you and the American Legion thanks you for 
your cooperation and support. 

In our prepared statement we make reference to the efficiency efforts 
being made on the part of the Veterans’ Administration and we say 
that, of course, the American Legion is in favor of efficiency and 
economy, but we point out that an obvious fact is: That the major 
concern of the Veterans’ Administration should be the rendering of 
service to veterans and their dependents and we hope that efficiency 
within the Veterans’ Administration will never become an end in 
itself and that the VA will continue to keep uppermost in its mind 
the rendering of service. 

Next we make reference to the research funds requested by the 
President, and with the Chairman’s permission I will ask Dr. Shapiro 
to touch upon that after I have finished my statement. 

Next, we point out that the funds requested by the President for in- 
patients and outpatients are not as much as the oper: ating services of 
the VA feel are needed. In documentation of this, of course, is the 
blue sheet published by the House Veterans’ Affairs Committee in 

January of this year. There are some increases over the funds au- 
thorized from last year but the real question, of course, is whether 
or not the increases are sufficient to make up for the rise in medical 
costs. 
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The most critical area, we think, is the outpatient service area. 
You have heard many persons within and without the Veterans’ 
Administration—the Department of Medicine and Surgery—say that 
the Outpatient Department is in a way the stephild of the Veterans’ 
Administration Department of Medicine and Surgery. If true, this 
is most lamentable, because it is this department which takes care of 
the service-connected veterans. So I think, probably, if you asked me 
to specify the single most important point in our en I 
would say it is the question of the adequacy of funds for the out- 
yatient care item, and we ask the committee to seriously consider 
increasing the President’s request and matching the amount requested 
by the operating services in that area. 

‘ Next, we say that we are delighted to see the amount of money being 

requested for the construction of hospitals and domiciliary facilities 
and particularly for the replacement of three hospitals about which 
vou have heard much today, or at least one about which you have 
heard much today. 

With reference to the California hospital I think it is appropriate 
to say that the American Legion, both nationally and according to 
my information from a department level, has no specific position. 
We do not undertake to say where the hospital should be. I may say 
personally that we have confidence in the Veterans’ Administration 
and assume that they have selected a satisfactory site, but the most 
important point to the American Legion is that to begin at this late 
date, after making prolonged efforts to get this hospital, to consider 
a different site which would mean a delay of at least. 2 years I am 
informed in the completion of the hospital, it impresses me as an 
unacceptable alternative. I urge anyone considering this problem 
to require overwhelming evidence before he considers some other 
alternative. 

We also make a reference in the conclusion of our statement, Mr. 
Chairman, to the cost of veterans’ benefits, again saying that the 
American Legion tries to be mindful of the cost of veterans’ benefits; 
that the American Legion tries to present programs both fair to the 
veteran and to the public, and we point out and call attention to a 
statement by the Administrator of Veterans’ Affairs comparing pres- 
ent costs with those in the 1890 era, and we are confident that this 
supports our conviction that our veterans’ programs are neither 
extravagant nor unreasonable. 

Mr. Chairman, with the exception of Dr. Shapiro’s statement, this 
completes the rehabilitation portion of the presentation. 

Mr. Tuomas. That was a very nice statement and very much to the 
point. 

Doctor, we are delighted to see you looking so cheerful. 


STATEMENT OF DR. H. D. SHAPIRO 


Dr. Suarmo. Thank you, Mr. Thomas. 

I am going to speak mainly on research as I have in the past, and 
touch lightly on the outpatients activities in the Veterans’ Adminis- 
tration. 

As I have noted, the amount in the budget for research shows a 
reduction of $17,344,000 from last year to $15,120,400. 

In other words, there is approximately $214 million less. 
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In considering the question of medical research, I again want to 
stress, as I have in the past, that this applies not only to our veteran 
population, but it applies to our citizenry at large. I think that the 
Veterans’ Administration has been one of the greatest factors in 
medical research in this country in the past 10 years or more. 

We are all, of course, familiar with the research sparked by the 
Veterans’ Administration in the modern treatment of T B, which has 
practically emptied TB beds, so that new construction is no longer 
needed, and that construction is being used for other types of cases, 
which shows the savings that have resulted: ; also when we speak of 
research, we are dealing with human lives and as far as I am con- 
cerned, I think it is more important to do needed research than it is to 
build roads or many other things. I mean first things come first. 

Being a psychiatrist and neurologist, I have been very much in- 
terested in the research that has been done in psychiatry which is for 
the first time in our Nation, in over 100 years, completely reversing 
the trend of building more "and more psychiatric hospitals and the 
number of admissions and the number of the hospital population has 
been diminished. 

The American Psychiatrist recently published an article showing 
that in the last 4 years there has been a drop of 16,000 patients ad- 
mitted to mental hospitals, despite the increase in population. 

In New York State alone, which runs the largest of mental hos- 
pital systems, there has been a drop of over 45 percent in the past 5 
years. 

It is interesting that most of the States report similar figures. | 
will cite one, from Arkansas, where they have found that they have 
increased their discharge: rate~45. pereent, with the result: that they 
are down 200 in their present population of mental hospitals and 
have saved, according to projected figures, the building of 2,500 
additional beds. 

I mean this is just an example of the economy that is accomplished 
by that type of research. 

Mr. Yates. Where did you get the facts from that report? 

Dr. Suaprro. From the-American Psychiatrie Association, in Mary- 
land, and most every State will give you that. 

Also, from my own personal observation, as a practicing psychia- 
trist, there was a time when cases with severe depression were sent 
to State hospitals or out to St. Elizabeths. They stayed there for 
many many months. Later, with the advent of shock therapy. you 
were able to clear some of them up within a short period of hos- 
pitalization. Today I hardly ever give shock therapy. There are 
drugs that have come out where you can clear up a patient in 2 
months. You can see what that is meaning. The Veterans’ Admin- 
istration recently has gone into a research on the antidepressant drugs. 
3 of them in partic ular in 45 of their hospitals. The Veterans’ 
Administration is in a position better than any other medical agency, 
I think, in the world in handling this matter. They have many 
hospitals. This research is being done in 45 of their hospitals. 

It is called a double blind study in which neither the patient nor 
the doctor knows what drug is being given, only the pharmacist and 
every other patient is given the real drug and the others are given a 
ploecebal, an inert drug, and the research will accumulate for all of 
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this. I think a great deal will come out of it. They are doing the 
same thing with the so-called tranquilizing drugs. Recently the VA 
yerfected a machine for measuring spasticity, which is so important 
in multiple sclerosis and spastic cases and various types of conditions 
that cripple and paralyze a large portion of our population. They 
are now engaged in a similar cooperative study as to the effects of 
newer drugs as to how to overcome this spastic ity. 

This is a continuous process. Every few w eeks the VA comes out 
with something new. 

Mr. Evrns. As I understand, you recommend more money for re- 
search for the VA ? 

Dr. Suarrro. More than last year. We think they should have 
more, but we are merely asking for the restitution. The reason we 
ask that is research cannot be on a year-to-year basis. 

Mr. Evins. Do you have any specific amount you want to recom- 
mend to the committee ? 

Dr. Snaptro. Yes, sir. We recommend you go back to the $17,- 
$44,000 of last year and unless there are further questions, I will stop 
on research. 

Mr. Jonas. Doctor, you understand the so-called cut does not in- 
volve any cutback at ail in research. Included in that amount is sev- 
eral million dollars for equipment and furniture and things of that 
sort. The cut was related to that and not to any research program 
at all. 

Mr. Evins. The testimony before the committee indicated there 
would not be any cutback in the research. 

Dr. Suartro. Yes; but in order to do research, you need equipment. 

Mr. Evins. I know, but they bought a lot last year. They used a 
lot of the money we appropriated last year. 

Dr. Suarrro. I do not know what testimony was given. I worked 
very close to the Veterans’ Administration. I have been advised it 
would hamper research if this cut takes place. 

Mr. Osrerrac. You do not have to sell us on the need or the purpose 
in the program, itself. I think generally speaking it has been well 
accepted and heart ily applauded. 

Dr. Suarrro. All that I can say is my firsthand information is peo- 
ple who are engaged in research feel they need the restoration, not 
beyond what they had last vear. 

Mr. Jonas. My only pur pose in raising the question was to be sure 
you understood that there is involved some expenditure items other 
than actual research. 

Dr. Suaprtro. That is right. 

Mr. Jonas. The testimony before the committee was there would be 
no cutback in the actual research program. 

Mr. Osrerrac. As a matter of fact, Doctor, there is a provision for 
50 additional er: in the field, additional over and above what they 
have the past yea 

Dr. SHaptro. All I can do is to reiterate that I have been told that 
this additional money is needed and I think it would pay 100 to 150 
times over the expenditure. 

Mr. Evrns. I will say you are a good backstop for the Veterans’ Ad- 
ministration and a good backstop, for the program. 











Mr. Yates. I want to agree with you. I think the full amount of 
the program as they had it “last year should be appropriated. 

Dr. Suaprro. I brought this along. To give you a single item, the 
American Legion is the only lay organization on the Commission of 
Mental Health. They were given a certain amount of money to 
do a job. 

When they were completing their job, they found out they did not 
have money to bring the results of this research and when I, as the 
alternate to Dr. Overholser, who represents the American Legion on 
this committee, attended a meeting and I saw what they were up 
against, I volunteered that I would recommend to the American 
Legion that we appropriate money up to $10,000 to help them print 
some of this material, and other organizations jumped on the band- 
wagon wanting to know if that is how we raise the money. 

The American Legion has already given $5,000 for this. We have 
been giving money for research over the years as you well know. We 
have given $50,000 for rheumatic fever and rheumatic heart disease. 
We have given thousands of dollars for all types of research and if 
we did not believe in this we would not go ahead and spend this 
money. There is a concrete example. We are not merely carrying 
the balance for the Veterans’ Administr ation, but we believe in it 
and we are putting our hard-earned dollars in this. This is a con- 
crete example. 

Mr. Tuomas. That is a very fine statement. 

Dr. Suarrro. Just one other thing. 

Over the vears, as I go around the country, I find that the funds 
for outpatient care, especially for the service-connected cases, is mate- 
rially impaired, especially during the last quarter of the year, and 
many places throuhout the whole year. We have heard that, that the 
outpatient will be well off with the $2 million or so added to what has 
been given this year. I do not think so. As I go around the country, 
T see serious deficiencies. Here is a letter that just « ‘ame over my 
des': where | presented a case to the Board of Veterans’ Appeals. 
This case has been pending since October 1958, and under date of 
September 1, 1959, the Board of Veterans’ Appeals remanded the 
case to the field for development and here is a letter I have from 
Mr. Ralph J. Henry, department service officer at Kansas City. 

As I wrote you some time ago, there is a shortage of funds for any type of 
examination or treatment in the regional office and they have used up all their 
funds for the quarter— 
et cetera. 

We get this right along. This just came over my desk. So we know 
that the outpatient moneys are not sufficient and I hope that the 
committee will go along and see that there is adequate amount for 
outpatient activities. 

As far as inpatient is concerned, we feel the moneys provided for are 
adequate. 

Mr. Tuomas. Good, thank you. 

Mr. Oxson. Mr. Chairman, I know we are taking your time. I 
hear bells ringing. I do not know what they mean. We have two 
more witnesses. What are your wishes in the matter? 

Mr. Tomas. If they will summarize their statements, we will stay 
here and hear them. 
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OrriceE oF Civi, AND DEFENSE MOBILIZATION 


STATEMENT OF MR. JAMES R. WILSON, JR. 


Mr. Orson. James R. Wilson, Jr., is director of our National Se- 
curity Commission. 

Mr. Wi1son. I tried to brief this down to say in one sentence how 
the American Legion feels about the Office of Civil and Defense Mobil- 
ation budget. W e support it. 

Mr. THoM As. What is your interest in it? What does that have to 
do with veterans. Do you not have enough troubles of your own with- 
out moving into that? 

Mr. Witson. We have, Mr. Chairman, since the beginning of the 
American Legion, maintained a committee on National Defense. We 
involve ourselv es ‘quite heavily in this. 

Mr. Tuomas. You do a good job taking care of your own back yard. 

Why spread out? [am a veteran and belong to the Legion. Why 
should you interject that organization into it ? 

Mr. Witson. Well, for the simple reason that we believe that civil 
defense, while not perhaps a coequal of military defense, has an im- 
portant deterrent effect. We have been in this since the American 
Legion began. It was one of the major programs along with re- 
babilitation. What are we doing specifically? We have alre: udy dis- 
tributed 30,000 of these light duty rescue pamphlets in American 
Legion posts and auxiliary units. They are actually organizing 
training and equipment, paying for this ourselves without aid of F ed- 
eral funds. This isa program to get as many light duty rescue teams 
as we can. ‘This is one area where we believe the American Legion 
by virtue of its training in the military service, its military back 
ground, can be of inestimable value. 

Mr. Tuomas. What is your point of view, right quick, about civil de- 
fense ¢ 

We are familiar with the program. ‘Tell us what it is all about. 

Mr. Witson. We support the budget that has been requested by 
the Federal Civil Defense Administration as being most modest, the 
$76 million. We believe in view of what we are doing out in the 
field, where we are calling on civil defense at the State and national 
level, the Red Cross, we believe that we have to have people to assist 
the American Legion in training our people who are volunteers. For 
that reason, we support the Public Law 85-606 appropriation for 
matching funds. 

The rest of the statement merely supports the contention, Mr. 
Chairman. 

Mr. Osrertac. Does the American Legion participate in the civil 
defense program as an organization, on the local level ? 

Mr. Witson. I should say it does, sir. 

Mr. OsrertaG. What about the training of the various uses of de- 
vices such as radiological instruments of one kind or another? Is 
the Legion active in that field ¢ 

Mr. Wirson. I would say our specific responsibility falls into two 
areas; first, the home protection wor kshop, which is conducted largely 


by our auxiliary, and this program is our No. 1 effort so far as civil 
defense goes. 
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We maintain no jurisdiction over this program after a light-duty | 
rescue team has been organized. They are under the jurisdiction of | 
the local and State civil defense official. If I could take a second, | 
want to show you that this is not just a haphazard effort. We haye 
had General Gruenther, Mr. Hoegh, the International Rescue Aggo. 
ciation: we also have the State association, U.S. Civil Defense Coup. 
cil, and the National Association of State and Territorial Civil De. 
fense Directors as our advisory committee on this. 

When I say the American Legion did this at their own expense, 
it is at considerable expense that we put this together. We have 269 
teams that are organized, trained, and equipped at the present time, 
The American Legion perhaps, better than most people, realizes the 
tremendous advance in weapons systems today. 

Mr. Osrertac. Do other veterans’ organizations participate in the 
same way? 

Mr. Wnison. Not in this particular assignment. Light-duty reseue 
has been one of the things that has been given to the American Legion 
to carry out. Just another facet of this program: We carry on now 
in 44 departments of the American Legion an effective blood pro- 
gram. Rhode Island won our national award last year. It had over 
90 percent of its posts and members engaged in this. We believe in 
civil defense. We do not believe all OCDM is doing is the right 
thing, but we believe it is better than nothing. We do not subscribe 
to evacuation. We think it is ridiculous to get people out of their 
homes where they are a lot safer than they would be to get out of the 
city. No. 1, we do not think that enough is being done in the blast 
program. We believe if it is good enough to nut SAC underground 
and the people in the Pentagon underground, we think it is good 
enough for the civilian population to be put undersronnd. The 
American Legion is faced with the cold facts that the people will not 
support the necessary appropriations to put a blast program into effect. 

Mr. Ostertac. You are talking about shelters? 

Mr. Wirson. Yes, sir. When you put people down deep enoush, 
where they are protected from this blast factor. Now, in my humble 
opinion, if you save people from fallout, this is fine: you are saving 
that many people, if you can encourage them to do this. but the most 
important thing in my mind is to get at this blast problem, to decen- 
tralize your industry and nothing so far as IT know is being done to 
decentralize industry. There are so many things that are not being 
done. Here we are, 10 years away from the passage of Public Law 
920: 10 years away from the passage of that law and nothing ofa 
constructive nature in the shelter area has been done. At the Ameri- 
ean Legion Building in Washington in the next 6 months we will 
start our own fallout shelter. 

That. Mr. Chairman, is the story. I have taken up a lot of your 
time. What I am saying in effect is we do not believe what is being 
done is enough. 

(The prepared statement is as follows :) 


STATEMENT OF JaMES R. WILSON, Jr., Drrector OF NATIONAL SECURITY, TH 
AMERICAN LEGION 


Mr. Chairman and gentlemen of the subcommittee, this opportunity for th 
American Legion to express its opinion on the 1961 appropriation for the Offic 
of Civil and Defense Mobilization is sincerely appreciated. 
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The basis for the opinions and position presented in this statement are the: 
following numbered resolutions, adopted by the 41st National c onvention of the 
American Legion held in Minneapolis, Minn., August 25-27, 1959. I Peper 
request that these resolutions (app. A) be made part of the printed record o 

rings. : 
— ameshae adopted unanimously by convention delegates representing 
every State and territory of the United States, reflect the will of our 2% million 
members. These policies are also given the wholehearted support of the nearly 
1 million women of the American Legion Auxiliary. 

It is a sobering thought to realize that should a nuclear war begin today tens 
of millions of Americans would die through lack of adequate protection against 
blast and fallout. Millions more would die later from radiation and starvation 
simply because needed steps to deter atomic attack were not taken in the years 
when these steps could have been taken at a more leisurely pace. 

Ten years have passed since Public Law 920 was enacted. At that time 
sincere, dedicated people felt that the principal civil defense responsibility lay 
with the States and their political subdivisions. After 8 long years, and too 
little progress, it became apparent that if the Nation was to have a system of 
protection for the civilian populace strong enough to deter attack and failing 
in this to reduce casualties to a minimum, more dynamic leadership through 
greater Federal responsibility must be written into law. 

Public Law 85-606 did just that. It made civil defense a joint responsibility 
of the Federal Government and the States. As members of this committee know, 
Public Law 606 provided for Federal assistance in the staffing of State civil de- 
fense offices. Unfortunately, the appropriations to fulfill this responsibility 
were never approved. 

Again this year as part of its overall budget the Office of Civil and Defense 
Mobilization requests $22 million for direct financial assistance under the pro- 
visions of Public Law 85-606. 

If civil defense is an important segment of America’s security, and we are 
assured that it is by no less an authority than Gen. Nathan Twining, then the 
entire budget of $76,350,000 must be approved. How can we, knowing the im- 
perative need for civil defense preparedness, deny to OCDM funds which in their 
entirety are less than the cost of one atomic submarine. 

The American Legion has the utmost respect for the progress that has been 
made by OCDM and the State and local civil defense officials in the face of what 
must appear to be colossal indifference to national suicide. 

Time moves on and some degree of progress is being made, but is it enough? 
We, of the American Legion, do not believe it is. We believe Director Hoegh 
should be given every possible help in his untiring efforts to strengthen civil 
defense at every level of American life. 

It is clear from a recent statement that the State Governors subscribe to this 
same theory, and I quote: “We also believe that the Federal Government should 
participate more actively in providing the leadership, the financial support, and 
the inducements which must be forthcoming if an effective program of fallout 
protection for all our people is to be achieved in the near future.” 

We subscribe to this statement and we firmly believe that the Congress of the 
United States has an immediate responsibility to provide the funds necessary to 
fully implement Public Law 85-606. Concurrently, the approval of the full 
sum requested by OCDM will convey to the people and to the State legislatures 
the deep conviction of Congress itself that while civil defense may not be a co- 
equal of military defense, it is not an orphan. 

Only those who have seen the hell of war—the broken bodies of women and 
children, the strong, the weak, the young, the old alike—only those who have 
gazed on the shells of churches, the scrambles which once were schools, can 
reflect on its horrors. How much better to prepare now and possibly prevent 
war than to procrastinate and invite attack. 

The American Legion and the American Legion Auxiliary have long held a 
deep concern and appreciation for the Nation’s need of an adequate civil defense 
program. Together our two organizations have embarked upon a series of 
programs to aid in this staggering task of helping people to save their lives and 
in some measure insure the Nation’s future. 

Presently, 44 American Legion departments have thriving blood donor pro- 
grams, which will provide an organized source of this life giving fluid in the 
event of emergency. Thousands of our auxiliary have taken and are now pro- 
moting the home protection exercises. Hundreds of thousands of our other 
members have assumed responsible assignments in civil defense. But, the most 
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extensive of our civil defense undertakings is the organization, training, ang 
equipping of light duty rescue teams. At last report 200 such teams had been 
organized and represent a trained and available civil defense resource. 

We are keenly interested in the funding for Public Law 85-606 for many 
reasons. Some we have already cited, another reason on which we base great 
concern is the dependence our light duty rescue program reposes in civil de- 
fense to train personnel at the State level. Our members who choose to or 
ganize themselves into volunteer light duty rescue units are entirely dependent 
for expert training and guidance from the very people who would be helped 
most by Public Law 85-606. 

If we, and I refer to volunteer and official alike, are to accomplish a measure 
of success in; having people build fallout shelters in their houses; in setting 
up a 2-week emergency food supply; training in what to do if and when attack 
comes, then, we desperately need the expert guidance that staffing under Public 
Law 85-606 could provide. 

We believe it is pertinent to mention the endorsement of matching funds for 
personnel and administration by National, State and local officials. It is indeed 
significant that Governors, mayors, and county officials have recorded their 
willingness to go half way on this joint civil defense responsibility. The very 
modest increase of $23,465,000 in the 1961 appropriation is consistent with 
existing national policy which acknowledges that the Federal Government eap- 
not, nor should it, be expected to shoulder the entire burden of protecting the 
civil side of national security. Yet we feel quite strongly that if the Federa) 
Government fails to hold up its end of the bargain the States can hardly be 
evpected te make realistic appropriations for their portion of the total task that 
must be accomplished. 

We live today in an age of awesome peril. Yet, we must clearly define the 
nature of the threat to our Nation and its people and take all practical and 
necessary steps to lessen its effects. Among the positive measures which the 
American Legion believes the United States can’t afford not to undertake are~— 

1. The decentralization of defense industry. 

2. The construction of blast and fallout shelters in new Federal construe- 
tion, and the construction of blast shelters for the citizenry. 

3. Adequate civil defense appropriations particularly for the implementa- 
tion of Public Law 85-606. 

I can think of no better note, admittedly a serious one, on which to end this 
statement of the American Legion in supvort of the 1961 civil defense appro- 
priation than to quote Mr. Keith S. McHugh, chairman of New York’s committee 
on fallout protection. “It is unthinkable that we should continue in our present 
state of almost complete civilian unpreparedness against nuclear attack. It is 
unthinkable because we do not need to remain unprepared. We can construct 
a shield that will serve many millions of our people, assure our survival as a 
nation and preserve our American institutions and way of life. We can do 
this by protecting ourselves from the radioactive fallout that would blanket 
our land following a full scale nuclear attack.” 

May I again express my thanks for this opportunity to be heard on one of the 
important considerations of our day. 


APPENDIX A 


TESTIMONY OF JamMeES R. Wuson, NATIONAL Security DIReEcTOR, THE AMERICAN 
LEGION 

Resolution No. 276. 

Subject : December 7 as Civil Defense Day. 

Whereas the date of December 7, 1941, will be remembered throughout history 
as the most famous date in infamy, when the Japanese made their sneak attack 
of Pearl Harbor and plunged the United States of America into World War II; 
and 

Whereas the devastating results of this attack were in a large measure due to 
onr unpreparedness to adequately defend and protect our property and our citi- 
zens: and 

Whereas the threat of such a surprise attack by an enemy who may be well 
qualified and capable at any time to make an attack of such magnitude may 
completely destroy any and all of the vital areas within the United States itself; 
and as a result of such an attack the problems of rescuing and aiding multitudes 
will be in a direct relation to the magnitude of the destruction which will be the 
primary responsibility of the surviving civilians: Now, therefore, be it 
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Resolved, That the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959, petition the President of the United 
States to proclaim December 7 as Civil Defense Day as a means to promote the 
need for adequate plans and training for the civil defense; and to further im- 
press on all citizens the seriousness of the present situation. 


wae d 


Resolution No. 277. 
Subject : Construction of atomic shelter for civil defense. 

Whereas the civil defense program of the United States has been allowed to 
lag at a time when more and more emphasis should be placed upon same: Now, 
therefore, be it 

Resolwed, That the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959, strongly urges increased Federal effort, 
and increased effort on the part of the American Legion, to secure a stronger 
civil defense program, including a program of construction of atomic shelters 
throughout the United States, and urges that our defenses be organized and 
maintained in readiness to meet any threat to American freedom and security, 
whether by conventional arms, or by thermonuclear weapons. 


Resolution No. 278 
Subject: Blood donor program. 

Whereas the American Legion’s blood donor program has longe been estab- 
lished as a major form of cooperation with the American Red Cross; and 

Whereas, it is desirable that this American Legion program be expanded ; 
Now, therefore, be it 

Resolwed by the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959: That the American Legion accelerate 
its blood donor program and expand the blood donor emblem program in order 
to give added stimulus and drive to post level activities in the blood donor plan, 
and all departments are urged to appoint department blood donor program chair- 
man and to encourage organization and active participation at the post level. 


Resolution No. 279. 
Subject: Civil defense self-help program. 

Whereas the American Legion is an effective medium for the education and 
training of our civil population in civil defense activities: Now, therefore, 
be it 

Resolved by The American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959: That the American Legion proffer its 
services through its more than 17,000 posts in the education of the public to the 
needs of an adequate civil defense in the Nation and in particular that such 
services be proffered in basic self-help programs, in the widespread establish- 
ment of such standard individual first aid and subsistence food pack as shall 
be approved by proper authority, and in the recruitment, organization and train- 
ing of rescue teams both with and wihtout mobile equipment. 


Resolution No. 280. 

Subject: Restoration of bill of rights and civil jurisdiction following national 

emergency. 

Whereas the 1952 National Convention of the American Legion called upon 
Congress to make appropriate provision for the return of civil jurisdiction to 
civil government in the event of imposition of martial law or other suspension 
of civil jurisdiction in whatever degree in case of atomic attack, upon cessation 
of the emergency, reserving to Congress the power to declare such cessation; 
and 

Whereas the American Legion has annually renewed said petition as a con- 
tinuing policy, and has requested cooperation of the American Bar Association 
to said end; and 

Whereas the American Bar Association’s Special Committee on Impact of 
Atomie Attack on Legal and Administration Processes has made a report with 
respect to legislation to be directed to said end, which report has been approved 
by said association: Now, therefore, be it 

Resolved by the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959, That Congress enact such legislation 
(providing for constitutional amendment if necessary) as will guarantee the 
timely restoration of the Bill of Rights and constitutional civil jurisdiction fol- 
lowing any general civil defense mobilization in which martial law may be in- 
voked, upon the determination of Congress that the emergency conditions 


justifying martial law has ceased, if the executive department shall have failed 
so to act. 
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Resolution No. 281. 
Subject: Light rescue teams for Civil Defense. 

Whereas if atomic attack be made on America, many thousands of rescue 
teams of all types will be required; and 

Whereas it has been demonstrated that the training of small, well-dise iplined 
light rescue teams is a natural function of American Legion personnel, who by 
reason of their service understand the necessity of discipline and organization: 
Now, therefore, be it 

Resolved by the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959, That all posts organize, equip, and 
train as many light rescue teams as possible, in cooperation with their respec. 
tive State and local civil defense agencies. 


Resolution No. 282. 
Subject: Decentralization of new installations of defense industry 
primary target areas. 

Whereas concentration of defense installations within primary target areas 
presents a grave danger to national defense production capability and recovery 
in case of bomb strike on the concentration: Now, therefore, be it. 

Resolved by the American Legion in its 41st National Convention assembled 
in Minneapolis, Minn., August 24-27, 1959 v hat Congress formulate and enact 
legislation designed to induce, encourage, and effectuate the future decentraliza- 
tion of new installations of defense industry capable of location away from pri- 
mary target areas. 


Resolution No. 308. 
Subject : Organize for civil defense on a post basis. 


Whereas the U.S. Government has deemed it necessary to establish the Office 
of Civil and Defense Mobilization for the education of our citizens, and to pre. 
pare them to take care of themselves in the event of a national emergency or 
nuclear attack on this country ; and 

Whereas the Congress of the United States has provided funds for certain 
portions of the civil defense program but have neglected to provide adequate 
funds for the continuation in several States of the operational survival plan: 
Now, therefore, be it 

Resolwed by this 41st annual national convention, That we endorse in full 
the present program of the civil and defense mobilization and recommend to the 
Congress full approval of the budget submitted for this agency; and be it 
further 

Resolwed, That this convention go on record as urging the members of the 
American Legion to organize for civil defense on a post basis in order to assist 
their local civil defense officials and agencies to educate the people of their com- 
munity on the dangers faced and the necessity of cooperating with the Office of 
Civil and Defense Mobilization in their respective communities to the end that 
the people of each community may be prepared to meet any situation that might 
develop in this country as the result of any emergency. 


Resolution No. 593. 
Subject : War surplus materials. 


Whereas it has been brought to our attention that certain governmental 
agencies and other organizations have purchased surplus items of equipment 
and materials from the War Surplus Administration, and are now able to con- 
tinue to purchase such items; and 

Whereas the American Legion is a nonprofit organization, and from time to 
time needs and have use for certain items of equipment and materials that is 
offered for sale as surplus by said War Surplus Administration : Now, therefore, 
be it 

Resolwed by the American Legion National Convention in annual convention 
in Minneapolis, Minn., August 24-27, 1959, That proper inquiry and investiga- 
tion into the prospect of American Legion posts becoming eligible to purchase 
surplus property from governmental agencies be made. 


Resolution No. 480. 
Subject: Civil defense responsibilities be shared jointly by the Federal Govern- 
ment and States. 
Whereas the American Legion in national convention, Atlantic City, N.J., in 
1957, endorsed H.R. 7576 and the representatives of the American Legion ap 
peared before Congress in support hereof ; and 
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Whereas the Congress of the United States has enacted this bill into Public 
Law 85-606 embodying the following provisions : 

1. Joint responsibility for civil defense between the Federal and State Govern- 
ments. : ; : 

2, Federal assistance in organizing and financing civil defense. 

8. Loan or purchase of radiological monitoring equipment by the Federal 
Government. 

4. Fifty-fifty Federal funding for personnel to operate for the civil defense. 

5. Fifty-fifty Federal funding for the transportation and per diem of trainees 
attending FCDA schools ; 

Whereas the Congress of the United States has not appropriated the funds 
necessary to implement the provisions enumerated above ; and 

Whereas the National Executive Committee of the American Legion at its 
meeting in Indianapolis, Ind., on October 8-9, 1958, adopted Resolution No. 19 
endorsing Public Law 85-606 and urging the Congress of the United States to 
appropriate the necessary funds required to implement the provisions of this 
law : Now, therefore, be it 

Resolved, That the American Legion in national convention assembled in 
Minneapolis, Minn., August 24-27, 1959, urges the Congress of the United States 
to appropriate adequate funds for the implementation of the provisions of Public 
Law 85-606. 

Mr. Orson. I just want to say for the record that back in the 
winter of 1940 and 1941, when they were having such a terrible time 
in London, the American Legion sent a group of observers over there 
to see for themselves how civil defense was working and how it should 
be working in a country under such attack. As Mr. Wilson pointed 
out, since that time the American Legion has tried to assume leader- 
ship in this field, which we think is important to the survival of the 
coumtry should an attack come. 


Civit SERVICE COMMISSION 


Now, Mr. Chairman, I think unless you have some questions fur- 
ther to ask Mr. Wilson we would like to dispose of our other witness 
here. He has a few words to say about the civil service, Mr. Austin 
Kk. Kerby, assistant director of the National Economie Commission 
of the American Legion. 


STATEMENT OF MR. AUSTIN E. KERBY 


Mr. Kersy. Mr. Chairman, members of the committee, I will make 
my statement brief. 

Mr. Evins (presiding). If you want to file it you may do so. 

Mr. Kersy. | would like to file it. 

(The statement referred to follows:) 


STATEMENT OF AUSTIN E. KEerRBy, ASSISTANT DIRECTOR, NATIONAL ECONOMIC 
COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the subcommittee, the American Legion has, 
by demonstrated action, evidenced its interest in all Government operations. We 
recognize that the Government is only as good and as effective as the capabili- 
ties of the people to whom these operations have been intrusted. 

In view of its past and continuing interest in good government, the American 
Legion at its 1959 national convention adopted Resolution No. 630, a copy of 
which is affixed, as it authority for appearing here today. 

The primary responsibility for the administration of the Federal personnel 
System has been placed in the U.S. Civil Service Commission. That agency 
Inust provide the leadership and know-how to the end that our Federal work 
force is efficient, well qualified, and capable of performing the various functions 
of Government in an everchanging world resulting from continuing inventions 
and technological advancements. 
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Preferential consideration to veterans is an integral part of the Federal per- 
sonnel system. This preferential consideration is expressed public policy, sup- 
ported by the American Legion, enacted by the 78th Congress and is contained 
in the Veterans’ Preference Act of 1944. 

It follows, therefore, that the American Legion’s interest, as evidenced by 
our appearance here today on behalf of adequate funds and personnel for the 
Civil Service Comission is twofold: (1) to support the Commission in carrying 
out its responsibilities in administering the Federal personnel system; (2) to 
insure that the preference benefits to which qualified veterans are entitled in the 
Federal personnel system are adequately administered. 

A review of the record shows that prior to the enactment of the Veterans’ 
Preference Act. most of the necessary activities in connection with the Federa) 
personnel system were centralized in the Civil Service Commission’s central and 
regional offices. Most of the functions were more or less routine. Examina- 
tions and other personnel actions were not of a permanent nature because of the 
war and the number of veterans in Federal employment was relatively small: 
namely, about 14 percent. 

The conversion to the peacetime practices with abolishment of war agencies 
and wartime functions; displacement of employees and the return to em- 
ployment of veterans who entered the military service, overtaxed the facilities 
of the Commission and it became necessary to decentralize many of their former 
functions. As an example, many personnel practices were delegated to agencies 
und the civil service examining boards were established at the larger installa- 
tions. This was deemed necessary to meet conditions which existed at that 
time. These changes were accomplished under Civil Service Commisison guide 
lines, supervision, and administration. 

During recent years, demands for Government services have increased ; tech- 
nological advancement has changed the complexion of many Government services: 
the cold war atmosphere in which we now live has created critical scarcities in 
certain scientific and engineering fields, and the Government leadership in the 
space age has placed heavy demands on the Government service. The American 
Legion believes that all these items have had a resulting impact on the problems 
of administering the Government's personnel system. To maintain an up-to-date 
personnel system demands an adequate and capable Civil Service Commission. 

Due to the foresight of the American Legion in sponsoring the GI bill, mil- 
lions of veterans have attended schools, colleges, and institutions of higher learn- 
ing. This educational boom, triggered by the GI bill, has _ benefited the 
Government unmeasurably since it can draw its share of highly qualified em- 
ployees. Veterans in Federal employment have increased from 14 percent in 
1944 to approximately 55 percent at the present time. 

History shows that you cannot rely on good government alone. There must 
be leadership. That leadership must be provided by the Civil Service Com- 
mission. Just as we look to the military Chiefs of Staff to provide leadership 
for our Armed Forces, we must look to the Civil Service Commission to provide 
leadership for the successful execution of our civilian plans for good, honest, 
efficient service by our civil servants. 

There are certain areas in the overall personne! field in which the American 
Legion is particularly interested. For instance, we can only be sure of obtaining 
top talent in the Government service when we are confident that the numerous 
boards of examiners are fully trained and are complying with strict merit prin 
ciples. Likewise, agency programs operating under delegated authority from 
the Civil Service Commission must be inspected and reviewed to insure com- 
pliance with laws and best management practices. 

The American Legion believes that the appeals area is also of vital importance 
to insure uniform and impartial treatment of employees with adequate safe 
guards against arbitrary, unreasonable, and capricious actions. In the appeals 
area we believe additional funds are necessary to assure that veterans will not 
suffer undue delay in seeking redress from reductions in rank or compensa 
tion and improper adverse action appeals as provided for in sections 12 and 14 
of the Veterans’ Preference Act. If the personnel and budget in the appeals 
area do not keep pace with changing employment conditions, it is bound to 
result in a curtailment of appeal procedures as they now exist. The Commis 
sion’s obligation in this regard is classified under the “regulatory, appellate, and 
advisory” functions. The American Legion urges that sufficient funds be 
made available for this purpose. 
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The American Legion has a vital interest in employee-management relations 
and training programs to sharpen and develop skills to effect their greatest 
utilization with resulting promotional programs to provide a system of filling new 
and important positions on merit. k |! 

Specifically, in the field of personnel management, the American Legion is 
vitally interested in veterans’ programs. The present program is set forth in 
the provisions of the Veterans’ Preference Act. The Civil Service Commission 
is responsibile for the administration of the act. The responsibility for an 
effective program has been assigned to the veterans’ service staff at the Com- 
mission’s central office, and the veterans’ Federal employment representatives 
at the Civil Service Commission's 11 regional offices. 

The responsibilities of the veterans’ service staff and the veterans’ Federal 
employment representatives are numerous. For the record we mention a few: 

1. Liaison service to the major veterans’ organizations, giving advice and 
assistance to these organizations on problems concerning the Federal employ 
ment of veterans. 

2, Conduct counseling clinics in major populated areas to advise and instruct 
individual veterans, veterans’ organizations, officials, and agency representatives 
in the operations of the Veterans’ Preference Act and the Federal merit system. 

8. Provide expert guidance and technical assistance to Members of Congress, 
agency officials and individuals. 

4. Furnish information to all veterans’ organizations regarding proposed 
changes in regulations and procedures. When there is not mutual agreement 
for such recommended change, or changes, arrange for necessary meetings be- 
tween officials of the Civil Service Commission and representatives of all 
veterans’ organizations. 

5. Arrange for accredited representatives of veterans’ organizations to present 
claims for appeals before the U.S. Civil Service Commission. 

6. Advisory and technical service to individuals, organizations, and agencies 
on the reemployment rights of veterans after military service and training 
under existing laws and, when necessary, the adjudication of such appeals 
concerning reemployment rights. 

The American Legion would like to call to the attention of this subcommittee 
the valuable service performed for individual veterans and veterans’ organiza- 
tions by the veterans’ service staff and the veterans’ Federal employment repre- 
sentatives. However, we must urge that adequate funds be made available for 
this service in the 1961 budget, otherwise this valuable service to our Nation’s 
yeteran population will greatly suffer. 

Some of the regional offices of the Civil Service Commission cover as much 
as 982,268 square miles, and as many as seven States. Problems are numerous 
and the American Legion urges that sufficient travel funds be made available to 
the Civil Service Commission’s regional directors in order that these veterans’ 
Federal employment representatives may do the job expected of them. 

The veterans’ service staff should also have adequate operating and travel 
funds for administering an effective program as originally intended under the 
provisions of the Veterans’ Preference Act. The American Legion is of the 
opinion that the veterans’ service staff should have a representative present at 
all major veteran organization conventions, executive meetings, and at all other 
major meetings held by such organizations. 

In view of the above we respectfully urge that adequate funds be made avail- 
able for the proper operation of the U.S. Civil Service Commission for fiscal 
year 1961, and particularly those funds necessary to the end that veterans will 
receive proper consideration in Federal employment and the preference to which 
they are justly entitled under the provisions of the Veterans’ Preference Act. 

The amount of $20,030,000 requested by the U.S. Civil Service Commission 
for “Salaries and expenses,” including travel, in our opinion is the minimum 
hecessary to accomplish the most essential programs of the Commission. 

Therefore, the American Legion respectfully urges this subcommittee to 
approve the sum of $20,030,000 as requested by the Commission. 

We appreciate this opportunity to appear and submit this statement on be 
half of the American Legion with reference to the appropriation request for 
the U.S. Civil Service Commission for fiscal year 1961. 
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NINETEEN HUNDRED AND FIFTY-NINE NATIONAL CONVENTION OF THE AMERICAN 
LEGION, HELD IN MINNEAPOLIS, MINN., AUGUST 24-27, 1959 


Resolution No. 630. 
Committee : Economic Commission. 
Subject: Provide adequate funds for the Civil Service Commission to administer 
and enforce the Veterans’ Preference Act. 

Whereas the Veterans’ Preference Act of 1944, as amended, provides for prefer. 
ence to veterans in obtaining employment in the Federal Government; and 

Whereas the American Legion was one of the major sponsors of legislation 
which resulted in the Veterans’ Preference Act ; and 

Whereas the U.S. Civil Service Commission is responsible for the administra. 
tion of the provisions of the Veterans’ Preference Act and the Civil service 
laws, rules, and regulations ; and 

Whereas the responsibility for administering an effective program is designated 
by the Civil Service Commission to the veterans’ service staff at the centra] 
office and to the veterans’ Federal employment representatives at the 11 regiona) 
offices ; and 

Whereas the foremost function of the veterans’ service staff is to render liaison 
service to major veterans’ organizations and advice and assistance to these 
organizations on problems concerning the Federal employment of veterans; and 

Whereas it is felt that the benefits given to veterans under the Veterans’ 
Preference Act cannot be properly administered and enforced without adequate 
personnel and appropriations : Now, therefore, be it 

Resolved, That the American Legion in national convention assembled in 
Minneapolis, Minn., August 24-27, 1959, support adequate funds for the proper 
operation of the Civil Service Commission, particularly that part concerning 
veterans’ benefits to the end that veterans receive the preference to which they 
are entitled under the Veterans’ Preference Act; and be it further 

Resolved, That the American Legion endorse the close working relationship 
between the American Legion and the veterans’ service staff of the U.S. Civil 
Service Commission. 


EMPLOYMENT OF VETERANS 


Mr. Kersy. The American Legion is much interested in employ- 
ment of veterans in the Federal Government, inasmuch as com- 
mencing with the passing of the Veterans’ Preference Act in 1944 
there was approximately 14 percent veterans in the Government. To- 
day there are approximately 55 percent. Therefore, we are interested 
in good government. We are naturally interested in the responsibil- 
ities carried out by the Civil Service Commission with reference to 
Federal personnel system. 

Our point of interest today is to assure that pre ‘ference benefits 
be given to qualified veterans that are entitled to them. 

These benefits of veterans are the responsibility of the Civil Service 
Commission through the Veterans’ Service Staff of the Civil Service 
Commission central office and of the Federal veterans’ employment 
representatives in the regional offices. Since it is thei ‘ir responsibility 
to carry out the purpose and intent of the Veterans’ Preference Act, 
as to veterans employed with the Government, we feel that they should 
have adequate travel funds espec li ally so the V might attend all the 
important Legion meetings in the field and also the Veterans’ Service 
Staff here loc ‘ally to attend mi itional conventions and excutive com- 
mittee meetings and such of all veterans organizations so that they 
might keep veterans and veteran organizations properly informed of 
their rights in the Government. 
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* | We feel that, due to this increase in veterans employed, the Govern- 
ment 1s directly responsible, I might say, directly relating to the GI 
pill, which caused this increase in veterans employed with the Gov- 

ter | ernment. As another item, we would like to mention that adequate 


funds be made available for the appeal procedures at the Commission. 
ter. | That comes under sections 12 and 14 of the Veterans’ Preference Act, 

so that veterans will not suffer undue delay in seeking redress in re- 
jon duction in force and improper adverse actions. 


ian, Lbelieve that is about all I have, Mr. Chairman. 


vice Mr. Tuomas. Your statement has been included in the record, in 
full text. ; 

ited Mr. Kersy. I would like to mention, last year the budget for the 

= Commission was cut, I think, about a million dollars or so and this 


year there is just a slight increase and we would recommend that the 

ison  yequested amount be approved. Thank you, Mr. Chairman and mem- 
ese bers of the committee, for the privilege of appearing here today. 

er Mr. Evins. This committee respects the American Legion as one of 
mate | our great patriotic organizations. We appreciate your statements. 

Mr. Orson. I think, gentlemen, that you know that Mr. Corcoran, 


lin Dr. Shapiro, and Austin Kerby and any of these people who can help 





ye — -Youwith the claims of your c onstituents, just send them down. 
they Mr. Tuomas. It is nice tosee you. 
ship 
om , 
= VETERANS’ ADMINISTRATION MepicaL ResEarRcH 
WITNESSES 
loy- DR. PAUL W. SANGER, M.D., CHARLOTTE, N.C. 
ve MIKE GORMAN, WASHINGTON, D.C., EXECUTIVE DIRECTOR, NA- 
. TIONAL COMMITTEE AGAINST MENTAL ILLNESS, INC. 
0- 
sted Mr. Jonas. Mr. Chairman, I want to introduce one of my dearest 
ibil- | friends, Dr. Sanger, from Charlotte. 
eto | Mr. eel AN. “My name is Mike Gorman. I will leave you a state- 
ment and then turn it over to the expert on my right, Mr. Chairman. 
efits I have one brief observation: That we are asking for $31,844,000 


for the total program and, appended to the statement, Mr. Chairman, 
‘viet | isa breakdown at the end. 


"vice (The statement referred to follows :) 

nent 

lity MeMoRANDUM ON VA MEpIcAL RESEARCH PROGRAM FOR FiscaL 1961 

Act, For fiscal 1961, the administration proposes $15,400,000 for the entire medjcal 
ould research program of the Veterans’ Administration. This is a cut of approxi- 
| the mately $3,500,000 below the amount appropriated by the Congress for the current 
rvice Pear 

fle This is the second year in a row in which the administration has recom- 
Com 


mended a severe cut in the medical research activities of the Veterans’ 
they Administration. 

ad of Last year, the administration proposed a cut of more than $4 million. The 

| House Appropriations Committee ignored the administration recommendation and 
restored the cut. The Senate Appropriations Committee then added $4 million 
for the medical research program and $3 million for the construction of research 
laboratories. 


53225—60—pt. 2——-75 
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The final sum agreed upon in conference by the two committees was $17,344. | 
000 for the medical research program, plus $1,500,000 for the construction of | 
laboratories. 

The cut in the medical research program for the coming year is all the mor 
inexplicable because all the other major medical programs of the Veterany 
Administration have been increased considerably. In fact, for the first time 
in the history of the Veterans’ Administration’s medical care program, the com- 
bined hospital, outpatient and hospital construction allocations exceed $1 billion, 

It is also important to note that compensation and pension payments to vetgr. 
ans and their families will rise to a record high of $3,840 million, in the coming 
year. 

When the cost of the hospital and clinic program is added to this, you haye 
an allocation of close to $5 billion. 

In the light of these astronomical figures, a cut of $3.5 million in the medica) 
research program is hard to justify. 

Year after year, the committees of Congress have received evidence that sma} 
investments in VA medical research have paid off in tremendous savings jp 
hospital costs and in the return of veterans to productive, taxpaying status. 

For example, the world-famous cooperative study of the chemotherapy of 
tuberculosis continues to reduce the number of beds needed for tuberculous yet. 
erans. From 1954 through 1959, this research program saved the Veterans’ 
Administration more than $100 million, and these savings are being accelerated 
during 1960. 

In the field of mental illness, the remarkable 40-percent increase in discharge 
rates over the past 5 years has obviated the necessity of building thousands of 
additional beds. 

Fer the coming year, the medical research section of the VA originally re. 
quested $19,344,000 for all programs, exclusive of construction. This was the 
exact sum voted by the Senate for these programs last year, and it was several 
million dollars under what VA hospitals across the country said they could 
profitably spend on medical research in fiscal 1961. 

There is abundant evidence to the effect that the enormous medical research 
potential within the Veterans’ Administration has still only been scratched 

For example, in 1959 the House Veterans’ Committee issued a voluminous 
report on the current operations of the VA hospital program. The overwhelming 
majority of hospitals polled in that survey expressed the need for more medical 
research because it contributes so much to the improved quality of patient care 
and it aids in the recruitment and retention of professional staff. In the report 
to Congressman Teague, the administrative officer of the Research Service noted | 
that “there is a capacity within the VA for expansion of research beyond its 
present limits provided the initiative can really be generated within the hos 
pitals.” 

Over the past several years, the Bureau of the Budget has done everything 
within its power to inhibit the necessary growth of the medical research program 
In fiscal 1959, the Bureau for 6 months restricted additional employment of 
research personnel in the VA system despite an increase of $5 million voted by 
the Congress. In fiscal 1960 the Bureau, despite another increase of $2 million 
in the program, froze the hiring of new medical personnel as early as August 
21, 1959. 

The cut of $2 million proposed for fiscal 1961 rips across every major category 
of disease. It cuts vital research and cooperative programs in cancer, heart 
disease. mental illness, tuberculosis, aging, etc. 

In effect. it tells the distinginshed VA medical researchers working in ea 
of these areas that they must cut back on many significant research projects 
which have achieved national acclaim in the scientific world 

Furthermore, it makes no provision for the building of additional laborator 
facilities. Even with the allocation of $1,500,000 during the current year fo 
laboratory construction, there is still the need for more than 86 million in con 
struction funds to replace outmoded laboratories and to build new ones in VA 
hospitals which do not have them today. 

Appended to this memorandum is the citizens’ request for $31,544,000 for 
the medical research program of the VA during fiscal 1961 

This citizens’ budget proposes modest increases in the various disease calt 
gories in line with information gathered by the Teague committee and from 
the requests of the VA hospitals throughout the country. 
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In sum, it asks for $12,500,000 over the amount appropriated by the Congress 
for the current year. Of the total $12,500,000 increase, $9 million is allocated 
to research in the various disease categories, and $3,500,000 is requested for 
laboratory research construction. 

What happens if this increase is not granted? 

Four years ago, testifying before the Senate Appropriations Committee, we 
warned th: it in a few years the hospital and medical care program of the Vet- 
erans’ Administration would exceed $1 billion. That day has now arrived, and 
the end is not in sight. 

With the average age of the hospitalized veteran increasing each year, we 
face a Critical situation in which we either expand tremendously our expendi- 
tures for medical research or resign ourselves to an intolerable tax burden 
for the hospitalization of thousands upon thousands of additional veterans. 


Citizens request for selected increases in VA medical research budget for fiscal 1961 


Estimated Fiscal 1961 
fiscal year citizens 
1960 expendi- increase 
ture 

Cancer $1, 960, 000 $1, 500, 000 
Heart disease 2, 450, 000 1, 000, 000 
Mental illness ‘ 1, 768, 000 1, 500, 000 
Aging 1, 709, 000 1, 500, 000 
Tuberculosis 1, 180, 000 500, 000 
Neurology 558, 000 1, 000, 000 
Cooperative studies 664, 000 2, 000, 000 
Total cost of additional research in VA 9, 000, 000 
Additional research laboratory facilities 3, 500, 000 
Total increase requested 12, 500, 000 
Fiscal 1960 appropriation 18, 844, 000 
Fiscal 1961 President's budget 15, 400, 000 
Fiseal 1961 citizens request 31, 344, 000 


Mr. Gorman. We would like, Soe mek 7 3 a restoration of the cuts 
that were made this year over last year, this cut of $2 million in the 
basic medical research program, ina no money for laboratory con- 
struction. ‘Then we additionally outline programs where we think 
expansion is needed. I wish Dr. Farber could have talked to cancer 
today because he is having a lot of drugs tested inthe VA system. He 
is chairman of the national cancer chemother rapy program, which is 
now testing some 400 different compounds. 

I cannot speak to that. Dr. Farber could. He wanted to tell the 
committee, and I hope I can get him to send a statement in on just why 
he thinks the VA evaluation is the most valuable part of the work 
being done in this study of cancer compounds. 

Mr. OsrerraG. Before you do that, you mentioned the figure of $31 
million. What did that embrace / 

Mr. Gorman. It is on the last page of the breakdown here, Con- 
gressman, which I gave to the committee clerk. It discusses by cate- 
gories. 

Mr. Osrerrac. You want to double it? 

Mr. Gorman. That is right, roughly double. The fiscal vear 1960 
appropriation is $18,844,000 and the President’s budget ony fiscal year 
1961 is $15.4 million, which we think is a cutback of 314. We are 
talking about the 2 million cut in the basic program plus the $114 
million in laboratory construction. We think there is a demon- 
strated need for laboratories in various of the VA hospitals. There 
are 50 VA hospitals without laboratories. That is the burden of my 
statement. As the distinguished chairman knows, we have been on 
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this thing for about 5 years, also as the Congressman from Tllinois 
knows, trying to get this increase. 

Mr. Tuomas. ‘That is very much to the point. 

Our distinguished friend is always welcome. He works at it about 
18 hours a day and his opinion is always worthwhile. We are de. 
lighted to have it. 

Dr. Sanger, we are honored to have you with us, too. 

Dr. Sancer. Thank you, Congressman. 

Mr. Tuomas. If you area friend of Charlie Jonas, you are a friend 
of ours. We are certainly honored to have you. 


STATEMENT OF DR. PAUL SANGER 


Dr. Sancer. I would like to relate this to us individually as well as 
collectively. ‘Two out of three of us sitting in this room will die of 
heart diseases or hardening of the arteries. 

lr. Yates. Which ones are those, Doctor. 

Dr. Sancer. [| shall not attempt to enumerate the ones, but that is 
true. To put it in a different way, 90 million of us are now living 
well. I think you will agree that our struggle to perpetuate c iviliza. 
tion cannot be oversimplified to concentrate only on one defense—that 
is, military aggression. I believe we have to seriously consider the 
great. killers: heart disease, cancer, diabetes, and arthritis. This enemy 
has been known for 10,000 years. We have not done anything about 
it until the last 10 years in an investigative research way. 

This thing relates to veterans research this way: There is good 
evidence that diet is a factor in hardening of the arteries. They think 
animal fats does it and we think that the unsaturated oils—we might 
say liquid fats—if they were prevented, you might correct it. In the 
veterans hospitals there are 121,000 patients. We have a built-in 
laboratory in every patient. There has never been a controlled rigid 
diet carrier on in a large mass of people. Here is an ideal situation 
to do it. I do not know how astute these fellows are. Most of them 
are connected with the Bain-Jones Committee and they are as smart 
as the hospital is, the medical school that runs them, but here is a 
good intelligent technician, directed by a good research man, who can 
see that this rigid diet is carried out. 

I am thinking now in relation to what they can practically do in 
these veterans hospitals. I am trying to sell them on a great research 
project, but one that can help all of us, and that is, as I said, in the 


diet. Another way is to determine the coagulation and coaguls ability 
of the blood—the clotting of the blood. We die of hardening of the 
arteries: a little clot gets in the artery of the heart. We get old. the 


same thing as with a kidney. That is what kills most of us. If we 
can approach it from a practical way, I think it is of value. You 
cannot do it with a little money. It has to be financed. You have to 
have dedicated scientists to do it. You have to pay salaries commen- 
surate with industry or they won’t go there. Ninety-four percent of 
drugs now known or now being sold in this country were not known 
before World War II, only 18 years ago. You cannot say that it is 
not that we do not have the science. This Bain-Jones Committee said 
it would be all right for the Government to spend $1 billion in 1970 
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for research for these killers. Why 1970% Do you think if an enemy 
were poised on the Canadian border we would appropriate money to 

rotect ourselves in 1970% No. We would do it now. This enemy 
is at our flank, has infiltrated us. It has no discrimination, whether 
it strikes young or old. Really, it does not. I think the Honorable 
Winston Churchill, when he said in the darkest hours, “Give us tools 
and we will win the fight”—I think if we give these scientists—and we 
call them scientists because it is a scientific deal—give us tools and we 
will give a longer and happier life for Americans. 

Mr. Evins. Does the VA envisage such a research on diet as you 
propose # ; . 1 

Dr. Sancer. Yes. We will let you have the boys if you will do 
something to help us. Here is an opportunity to control some of 
this. 

Mr. Yates. This isthe best means of therapy today ; is it not ¢ 

Dr. Sancer. That is true. 

Mr. Osterrac. Is it fair to say—and I recognize that. you are direct- 
ing your point to research at the veterans hospitals—— 

Dr. Sancer. That is right. 

Mr. OsrertaG. I am sure you recognize, and we all must recognize, 
that medical research, of course, is not limited to veterans facilities or 
veterans programs, but that much money and effort is going: into 
medical research through our military and through our health pro- 
grams and so on. But is not your main point that because you have 
a composite system of hospitalization and medical care it lends itself 
to the job much better than any other area or any other field ? 

Dr. Sancer. Absolutely. There are two types of research: Clin- 
ical and, we will say, the “pot shot.” This is clinical, but the labora- 
tory and the test tube is the other one. 

Now, you might say, “Why has not anything been done like this 
before’ I listened to a program of Edward Murrow when he was 
interrogating Rocky Marciano, and he said, “You had a remarkable 
career; you won 62 fights. To what do you attribute it?” Marciano 
said, “I was hungry and I had the ¢ ‘ompulsion.” 

However, when a man is stricken with a heart attack, he has lost 
his compulsion and he is ineffectual and does not want to live. Until 
we get excited about it, this is an enemy which will infiltrate us, and 
has infiltrated us, which is just as potent as an atomic bomb. We 
should not die before 70 years of age when our minds are clear and 
we can think and we can contribute to soc iety. Who is going to set 
the age at which we are going to die? Some people live to be a hun- 
dred years old and their minds are still clear. 


Mr. Jonas. Mr. Chairman, may I say something for the record ? 
Mr. Tuomas. Surely. 
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Mr. Jonas. I am very proud to have had the opportunity of intro. 
ducing Dr. Sanger to this committee. 

Doctor, you did not meet Congressman Rhodes from Arizona, J 
believe. 

Mr. Ruopes. How are you, Doctor? 

Dr. Sancer. 1 am glad to meet you, sir. 

Mr. Jonas. Dr. Sanger is one of the best known and highly skilled 
and successful heart surgeons in the United States. 

Dr. on Thank you. 

Mr. Jonas. When I showed Mr. Rhodes his name, he said, “I have 
heard of him.” Mr. Rhodes is from Arizona. 

Mr. Ruopes. We have even heard of you, sir, in Arizona. 

Mr. Jonas. I can say that Dr. Sanger “a as highly regarded 
throughout the medical circles. He is a constituent of mine from 
Charlotte, N. C. I did not know he was to be here today, or I would 
have arranged to have given him a warmer welcome. 

I do want to say that he is very much interested in this subject. We 
have discussed it in pet ‘son and by corresponde nce. I would like to 
say also that we on this committee are very conscious of the importance 
of research. This is the committee which, the first year I was in 
Congress, in 1953, gave the National Science Foundation $4 million 
to spend in support of science. This year they are asking for $191 
million. I do not have the figures with respect to what we are doing 
in the field of research in medicine at the National Institutes of 
Health as well in the Armed Services, but I can assure you that sub- 
stantial sums of money are going into those programs. Perhaps, not 
enough. We on this committee have been increasing the Veterans’ 
Administration appropriation for research pretty consistently in the 
last 7 years. We are sympathetic to the problem and we are inter- 
ested in it. 

Doctor, you have helped us with your testimony, and I agree with 
you that it seems to me that we should not neglect this built-in oppor- 
tunity we have to utilize 125,000 patients. 

Mr. Yares. Off the record. 

(Discussion off the record. ) 

Mr. THomas. Everyone is in agreement as to the value of the pro- 
gram. 

Dr. Sancer. Yes, sir. 

Mr. Jonas. They are there and they are available, and the facilities 
are there also. You will not find this committee unsy mpathetic. We 
do have a little different problem, however, and that is we have sev- 
eral other things to finance. 

Dr. Sancer. I understand. 

Mr. Jonas. And therefore we have to spread the money around 
bit. 

Mr. Yates. Doctor, are you engaged in research yourself ? 

Dr. Sancer. Yes, sir. IT am head of two research foundations 
down there. One is the John A. Harford Foundation and the other 


is the Hyman Foundation. We do more heart surgery than anyone 


in the State outside of Duke University. 
Mr. Yates. Do you have the task of operating within a budget! 
Dr. Sancrr. No, sir: only what IT go out and beg and contribute 
myself, 
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Mr. Yates. Do you find in connection with your programs from 
year to year that vou may have to buy equipment during one year 
and forgo the payment of increased salaries, and next year you get 
your equipme nt and you may want to hire more people / 

“ Dr. Sancer. I am engaged in that problem right now. I know 
what you are talking about. 

Mr. Yares. Can you tell us what happens under those cireum- 
stances ? 

Dr. Sancer. Ordinarily you cut back in equipment, but not in per- 
sonnel. In other words, you do as we did in the Army—when you 
needed vacuum bottles to draw the fluid off the lungs, we ae take 
a saline bottle, use a rubber tube, to provide a vacuum bottle. You 
an always make out from the standpoint of certain equipment, but 
you cannot make out without trained personnel. 

' Mr. Yates. Would you say that a mistake might have been made 
by the Veterans’ Administration by having spent too much of its money 
on equipment ¢ : 

Dr. Sancer. On the other hand, you cannot get personnel unless 
you have a place for them to work, because your competition with 
industry and with medical schools is very severe, and you cannot 
restore status. You have to have status like you have to have food 
and clothing. If you do not have a place to work, you do not get the 
job done. You are now upgrading the Veterans’ Administration hos- 
pitals and you have to pay them to get them in there, and they have 
to havea place to work. 

Mr. Yarrs. Have you had an opportunity to examine the quality 
of the research which is being performed in the various Veterans’ 
Administration hospitals 

Dr. Sancer. Yes, sir; and they are doing a good job, and they have 
good men and are maintaining good men. 

Mr. Yares. And you have seen this from personal experience / 

Dr. Sancer. Yes, sir. I have been through O’Teen, for instance, 
which is the only one I am familiar with, and they are doing good 
work at the Durham Veterans’ Hospital also. 

Mr. Toomas. Thank you very much, indeed, Doctor, for your ap- 
pened e here this morning. 

Dr. Sancer. Thank you, gentlemen. You are very kind to hear me. 


AFTERNOON SESSION 
Truurspay, Marcu 31, 1960. 
FreperaL Burntpine, Turerto, Miss. 
WITNESS 


HON. THOMAS G. ABERNETHY, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MISSISSIPPI 


Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us one of our able and distinguished colleagues, 
Congressman Abernethy of Mississippi. 
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Congressman Abernethy is an old and distinguished Member of the 
House, whose 1 ecord is W ell known. 

Gentlemen, he is interested in a building in good old Tupelo, a 
great city in hill country of Mississippi. ‘We will be delighted to 
have some good word of advice from our colleague. 

Mr. Asernetuy. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I deeply appreciate 
the privilege of appearing before your subcommittee relative to a 
Federal building for Tupelo, Miss. 

For the record, Tupelo is the principal industrial and transport. 
tion center of northeast Mississippi and is the most prominent of such 
lying between the cities of Memphis and Birmingham. 

Many Federal agencies maintain regional offices there servicing the 
needs of the Internal Revenue Service, the Department of Health, 
Education, and Welfare, the Tennessee Valley Authority, and the 
Department of Agriculture. Other o— operations in the local- 
ity are those of the Bureau of Public Roads, the National Park Serv- 
ice, Weather Bureau, Civil Service Commission, Forest Service, 
recruiting offices of the Army, Navy, and Air Corps, Fish and Wild- 
life Service, Selective Service, the various local offices of the Depart- 
ment of Agriculture, office of the Federal district judge and the Post 
Office Department. Al] space is rented except that occupied by the 
post office, a small office for the Federal district judge and the Navy 
recruiting office. 

The post office was erected about 50 years ago for a community of 
3,800 people whereas the same now services six or seven times that 
many people in addition to the fact that almost all regional mail for 
that area passes through this office. It is operating in the cramped 
and limited space of only 2 2,100 square feet. The Dep: irtment says its 
current need is approxim: ately 10,000 square feet. Postal receipts at 
this post office are exceeded by only four other offices in the entire 
State of Mississippi. 

Ina poe filed on February 16, 1960, with the Publie Works 
Committee by the General Services Administration, project building 
requirements for Tupelo show a gross area need for 48,740 square feet 
and a net area of 31,445 square feet. In the prospectus GSA stated 
that the Post Office Department “is extremely cramped in the pres- 
ently owned post office building.” It also st: ited that “A site * ** 
acquired by the Government in 1950 for a new building is considered 
to be large enough to provide space for a new building and ample area 
for trucking and handling of mail.” This lot has a value of not less 
than $75,000 and some have estimated its value as high as $100,000. 
GSA has estimated the cost of design, supervision, and construction 
of a Federal building for Tupelo at $1,290,000. 

The purpose of my appearance, Mr. Chairman, is to urge this com- 
mittee to include an adequate sum in your bill for architectual design 
and planning. 

Mr. Tuomas. A nice statement. Thank you, Mr. Abernethy. 

Mr. Asernetny. Thank you, Mr, Chairman. 

Mr. THomas. We will look at it very sympathetically. 
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Tuurspay, Marcu 31, 1960. 
FreperaL Burtoinc, CHEYENNE, Wyo. 


WITNESS 


HON. KEITH THOMSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WYOMING 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us our able and genial colleague, the Honorable Keith 
Thomson from Wyoming. Our colleague is well and favorably 
known to all of us and we are delighted and honored to have you come 
here and give us the benefit of your wisdom, counsel, and good 
judgment. 

Do you have a little statement for us, Congressman / 

What is your pleasure! 4 

Mr. THomson. Mr. Chairman and members of the subcomniittee. I 
want to take just a few minutes of your time to urge that favorable 
consideration be given to the request for funds for site acquisition 
and design for construction of a Federal building in Cheyenne, Wyo., 
the capital of the State I am privileged to represent in Congress. 

It is my understanding that the General Services Administration 
has requested $1.1 million for this project in Cheyenne, with the money 
to be used for site and design activities. The project, according to 
the GSA prospectus, « contemplates construction of a Federal building 
for the Post Office Department, the U.S. courts and general Federal 
agency use. 

The facility has been approved by GSA and authorized by both the 
House and Senate Public Works Committees. 

I am pleased that this project is moving forward, and I commend 
its favorable consideration to your attention. Because of the need for 
adequate and suitable space to house activities of the Post Office De- 
partment and other Federal agencies, I contacted the regional office 
of GSA in Denver in 1956 and requested that they undertake a 
complete survey of the Federal building situation in Cheyenne. Since 
then, I have continued to follow up on this worthwhile project. 

Iam happy that approval of the project under the Public Buildings 
Act of 1959 is an outgrowth of that action. 

I would most respectfully urge that the funds for initiation of the 
Cheyenne, Wyo., Federal Building—for site and design work—be 
allowed. 

Also, I wish to point out that the space presently available was 
constructed in 1905 and, as far as the post office is concerned and the 
old Masonic Temple Building now being used, Federal office space 
acquired during World War IT is completely inadequate. The Ma- 
sonic Temple Building was just not adaptable to office space at all. It 
was acquired during “the war period and it is not susceptible to re- 
modeling so as to make it usable. The same thing is true of the old 
Post Office Building. 

I think this will result in a substantial saving to the Government 
as far as operations are concerned and efficiency of operation. 

I do hope the committee will favorably consider it. 
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Mr. Tuomas. Thank you. That isa nice statement and we will look 
into it carefully in the light of your good advice. 
Mr. THomson. Thank you, Mr. Chairman and members of the 
committee. 
FreperAL Burtpines tv Wasuineron, D.C 


STATEMENT OF JOHN T. BARNETT 


Mr. Tuomas. We will at this point in the record insert a statement 
offered by John T. Barnett on behalf of the Federal City Couneil, 
(The statement follows :) 


STATEMENT BY JOHN T. BARNETT ON BEHALF OF FEDERAL City CouNcr 


My name is John T. Barnett. I am appearing today on behalf of the Federaj 
City Council as chairman of the council’s committee on Federal office buildings, 
At the outset, I would like to express our thanks for this opportunity to appear 
before your committee. I am well aware that you gentlemen have all the facts 
and figures relating to Washington’s need for Federal office buildings, and ] 
will confine these remarks to summarizing our organization’s strong support for 
these buildings. 

We regard the proposed 10-year program of Federal office construction as 
indispensable to the physical improvement and long-term future of Washington, 
D.C., our Nation’s Capital. 

Eventual completion of this program will do the following things 

Provide 12.8 million square feet of space in permanent new Federal! buildings 
which are badly needed to relieve Washington’s Federal office space problem, 
generally regarded as the Nation’s worst 

Permit demolition of all 52 of this Capital City’s temporary Government build- 
ings, together with elimination of 61 obsolete permanent buildings the Govern- 
ment now occupies. 

Allow the wholesale consolidation of Government agencies and employees 
under as few roofs as possible, thereby reducing costs, eliminating duplication 
of effort, and boosting efficiency in general. (At present, 11 major agencies 
now occupy space in no less than 223 buildings.) 

Perhaps most important of all, construction of new Federal office buildings 
in the Southwest will provide the employment centers which are a prime requisite 
to success of Washington’s $418 million Southwest redevelopment program. As 
you know, this is being accomplished with private funds and its purpose is to 
erase that area’s slums and replace them with model housing developments 

We on the Federal City Council believe the program proposed for accomplish- 
ing these objectives is a realistic and desirable one It consists of several 
stages. Weare immediately interested in stage 1, which includes those buildings 
proposed originally for construction starts by 1962. These are 

FOB 5, on the planned southwest 10th Street Mall. 

FOB 8, at Second, Third, and D Streets SW. 

FOB 10, at Independence Avenue, Sixth and Ninth Streets Sw 
FOB 7, on Jackson Place at 17th Street and Pennsylvania Avenue. 
FOB 9, west of the Interior Department 

To our knowledge, no one in the city or in this Congress disputes the need for 
these buildings. For years there has been common agreement that an effective 
program of Federal building construction is one essential step toward making 
Washington into a model Capital City for our Nation and the free world. 

It has now been 4 vears since the General Services Administration submitted 
its 10-year program to Congress. This program included the five buildings I have 
just mentioned, plus another—FOB 6, now under construction on the Southwest 
Mall. 

These half a dozen buildings alone would have made possible the demolition 
of most of this city’s downtown tempos, and yet, during the intervening period, 
money has been appropriated for the construction of only one-—FOB 6. 

As a result, the need for construction money to enable the 10-year program 
to move ahead is greater this year than ever before. During the last 4 years 
Washington’s shabby temporary structures have grown shabbier, its shortage of 
executive office space has intensified, and the need for centralization, as one 
step toward more efficient operation, has grown more compelling. 
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Members of the Federal City Council were heartened when Congress enacted 
the new public buildings law last year. This provides the streamlined ma- 
chinery required for undertaking the long-term Federal office-building program. 

We were also gratified to learn from the newspapers last month that FOB’s 
g and 10 had been included in the administration’s budget recomendations to 
Congress. As I pointed out earlier, these buildings are absolutely essential to 
the redevelopment of southwest Washington. 

The stage is therefore set for favorable action to allow the 10-year program 
to move forward this year. All that remains is for these projects to be re- 
approved, and for you gentlemen to recommend that Congress appropriate the 
necessary construction money. 

Let me summarize the Federal City Council’s position with respect to the 
Federal office buildings : 

We support approval of all of the buildings included in stage 1. It is our 
understanding that sites have been selected and designs authorized for all the 
puildings except FOB 5. Design is completed for FOB’s 8, 9, and 10 and will 
be completed for FOB 7 in the very near future. Construction could start’ in 
1960 on all these buildings except FOB 5 and this project is ready for design. 

At this point, therefore, construction funds for all these buildings except 
FOB 5 are urgently required in order that demolition of tempos in this 
Capital City can proceed on schedule. : 

Most certainly funds should be provided immediately for FOB’s 8 and 10 
in order that the full southwest phase of the 10-year building program can 
finally get underway. 

In our opinion FOB 7 is on a par with FOR’s 8 and 10 from the standpoint 
of need. I am familiar with the “Report of the President’s Advisory Commis- 
sion on Presidential Office Space,’ chaired by Robert V. Fleming, and have seen 
a copy of President Eisenhower's letter dated July 17, 1957, to the President of 
the Senate and the Speaker of the House, stating the need for this building to 
alleviate the Execntive Office space shortage, and requesting money for its 
eonstruction. Let me remind you that this letter was written almost 
ago. 

This position is endorsed not only by the Washington members of the Federal 
City Council but by our national advisory members as well. Our entire mem- 
bership is deeply concerned over the lack of progress being made in replacing 
temporary buildings in the Nation’s Capital. Through our national members, 
there is arising an increasing awareness throughout the country that this is a 
problem which demands solution. 

In short, we of the Federal City Council urge the members of this committee 
to recommend appropriation of the money required to move stage 1 of the 10- 
year Federal construction program ahead during the coming year. Our entire 
membership deeply appreciates your interest in the problems of the Nation’s 
Capital, and we want to take this opportunity to assure you of our support and 
assistance whenever it might be required in implementing Washington’s Federal 
office building program. 


3+ years 


I am submitting a complete list of our members, on whose behalf I have 
presented this statement. 
Thank you 


Tuurspay, Marcu 31, 1960. 
Pusiic Buitpine, Tonepo, Onto 
WITNESS 


HON. THOMAS L. ASHLEY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OHIO 


Mr. Trroomas. The committee will please come to order. 

We have with us our distinguished colleague, the Honorable Thomas 
L. Ashley of Ohio. 

It is a distinct honor and privilege to have you meet with us this 
afternoon and we appreciate the time, energy, and effort you have 
spent for your people. 
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We are delighted and honored to have your good advice and sug- 
gestions. Tell us what you have in mind here i in this regard. 

Mr. Asnirey. Thank you very much, Mr. Chairman. 

First, let me say that it is a privilege to appear before this distin. 
guished subcommittee. This is the first time I have had the pleasure 
of appearing before a subcommittee of the full Committee on Appro- 
priations on a project of this scope and importance. 

Mr. Chairman, the reason I am here this afternoon is with reference 
to a Federal building for Toledo, Ohio, which has been in the works 
for some time. 

I brought along this afternoon a schematic plan or photograph | 
suppose you would call it, and as you can see, the project has deyvel- 
oped quite far. This building, of course, was started under the 
lease-purchase program but which is now, as I understand it, as the 
result of our legislation last year, to be funded by direct appropria- 
tions. 

The necessity for this building or the justification for the project 
has been quite conclusively demonstrated to the General Services 
Administration and to both the House and Senate Public Works 
Committees. 

I might say, Mr. Chairman, that the building that this is to replace 

was built in downtown Toledo in the 1870's. That building will be 
torn down and the land resold or made use of by our local public 
officials. The building in question will have a tots al of 176,300 gross 
square feet, and it is “projected to cost in the neighborhood of $5. 
million. 

Because your committee is responsible to the taxpayers to see that 
only those projects are fi inded for which there is a very real and press- 
ing need, I think I might just conclude by stressing again that the 
justification has been demonstrated over and over again by the various 
Federal agencies which will make use of this building. In this con- 
nectron, Mr. Chairman, it is interesting that the Federal Govern- 
ment—the agencies and departments of the Federal Government—rent 
a considerable amount of space in Toledo and this, of course, will 
become unnecessary with the construction of the new building. 

The General Services Administration has indicated that if Congress 
acts expeditiously in the matter in advertising for competitive con- 
struction bids, it will take place within the immediate weeks ahead, 
and assuming that funds will be available by the beginning of the next 
fiscal year, GSA advises me that they can advertise the work and 
award a construction contract in September of this year. Allowing 
93 months for demolition and construction, the new building will be 
scheduled for completion in August 1962. 

That concludes my remarks at this time, Mr. Chairman, and I would 
be happy to answer any questions that vou might have. 

Mr. Tuomas. We certainly thank you for taking time to come over 
and give us the benefit of your judgment. You have made a most 
excellent. statement and we will give it not only careful consideration 
but prayerful consideration. 

Mr. Asniry. I am very certain of that, Mr. Chairman, and I 
certainly thank you for your courtesy. 

Mr. Tuomas. I expect you will have a new building sometime pretty 
soon. 

Mr. Asutery. I am delighted to depart on that note. 


HC 
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Tuurspay, Marcu 31, 1960. 
Post Orrice AND FrperaL Orrice Buriprne, GAINESVILLE, FLA. 
WITNESS 


HON. D. R. (BILLY) MATTHEWS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF FLORIDA 


Mr. Tuomas. Gentlemen of the committee, we have with us our dis- 
tinguished colleague, the Honorable Billy Matthews of Florida. The 
Congressman 1s well and favorably known to the committee, He isa 
personal friend of most of the members of the committee. He cer- 
tainly has made a host. of friends since he has been here. He has done 
a most outstanding job not only for his own district, but for his State 
as well, and we welcome your presence here. 

Mr. Marruews. Thank you, sir. 

Mr. Tuomas. We welcome any good advice you want to give us. 

Mr. Marruews. Thank you so much, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, 1 greatly appreciate 
the privilege of appearing before you today in support of one of the 
most needed projects in my congressional district, namely, a new 
Federal building at Gainesville, Fla., which would house the operations 
of the Post Office Department, the U.S. courts, and other Federal 
agencies in Gainesville. 

Since coming to Congress in 1953, I have made periodic and per- 
sistent efforts to get a new Federal building for Gainesville. This is 
my home city and I know the desperate need that exists for this build- 
ing. Facts and figures, and supporting data were furnished by me to 
proper Federal officers with pleas for the granting of this much-needed 
building. Among other things, I have pointed to the fact that the 
present building was erected in 1911 to serve a community and a popu- 
lation of around 6,100 people; that the same building is now serving 
a population of nearly 50,000 which includes the city of Gainesville and 
immediate environs. I have pointed to the increased postal receipts 
which in the 35-year period from 1924 to 1959 increased from $61,000 
to $659,635 annually. I have called attention to the square footage of 
space occupied by other scattered agencies which normally should be 
centrally housed in a Federal building for the sake of maximum econ- 
omy and efficiency; and, lastly, [ have cited the terrible congestion 
which exists with respect to our Federal court. 

Gainesville is the home of the University of Florida, I believe the 
largest combined State university and land-grant college in the 
Southern United States, and one of the most rapidly growing institu- 
tions in the Nation. During the past 3 or 4 years, a new medical 
center has been established in connection with the university in Gaines- 
ville at a cost of nearly $20 million. This facility alone, when com- 
pleted, will bring innumerable new people into the community. 

Following a survey of need made by the GSA in 1955, the Deputy 
Postmaster General advised me that the GSA had certified as to this 
need. Hesaid: 

This is in effect our endorsement of a new building for Gainesville and we are 


sincerely hopeful that the project will be developed as rapidly as possible and 
that a new facility may be provided for that community. 











1200 


If there are any questions, I shall be pleased to answer them. 

On January 27, 1960, I was advised that the GSA had ree ommended 
to the Committees on Public Works of the Senate and House of Repre- 
sentatives the inclusion of a new Federal building for Gainesville 
under the Public Buildings Act of 1959; furthermore, that the build. 
ing will contain about 104,000 square feet of gross floor area. The 
overall cost of the project, including site, design, and construction, js 
estimated at $2,967,000. Besides the Post Office Department the 
building will provide space for the U.S. courts, the Departments of 
Defense; Health, Education, and Welfare; Interior; Justice: and 
Treasury ; and for the Selective Service System, the Civil Service Com- 
mission, and possibly other Government agencies. 

A breakdown of the estimated maximum cost of project, also sup- 
plied by GSA, indicated that the site and design wouk require $350,000, 
construction $2,561,000, and equipme nt $56,000, or a total of $2,967,000, 

In conclusion, gentlemen, please let me tell you how elated I am that 
the GSA has recommended this project. I know that my constituents 
in Gainesville join me in pleading with you to grant this appropriation 
for our new Federal builk lings, accor ling to the GSA recommendation. 
lt is my understanding that the GS.A has asked for $350,000 for fiseal 
1961 for the site and design. | plead that this committee will appro- 
priate that amount or more if, in the wisdom of the committee, it is 
needed to make possib lea beginning of this OTe: atlhy needed faeilj ity. 

Mr. Chairman, let me thank you for your graciousness in hearing me 
this afternoon. 

Mr. Trr0omas. Well, Mr. Matthews, there are no questions, You have 
made an excellent statement and your constituents in Gainesville and 
throughout your district can be rightfully proud of you. We are 
delighted it and honored to ‘te ive you, 

Mr. Marruews. Thank you, sir. 


ConstrecTion oF BorperR STatTions AT VaNcEBborRO AND VAN Boren, 
MAINE 


WITNESS 
HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


Mr. Tuomas. Gentlemen, we now have with us our distinguished 
colleague from Maine, the Honorable Clifford G. McIntire. Proceed, 
Mr. McIntire. 

Mr. McIntire. Mr. Chairman and members of the committee, I re 
spectfully urge this committee’s approval of funds for the construe 
tion of two border stations in the State of Maine, one at Vanceboro 
and the other at Van Buren. 

Officials of the General Service Administration and others familiar 
with the existing structures at these respective locations are aware 
that there is an urgent need for the erection of new facilities. At 
Vanceboro, for instance, there are two buildings, each of which ar 
of wood frame construction. One of these is the customhouse, a fed: 
erally owned structure that services road traffic and sets on land 
owned and leased by the Federal Government from the Maine C entral 
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Railroad. This building was erected back in the early 1880’s. The 
other building is a bridge office, this being used to attend rail traffic. 
It is owned by the State of Maine and leased to the Federal 
Government. 

At Van Buren the customshouse is a wood frame structure, one built 
in the long, long ago. This building is owned by the State of Maine, 
being used by the Federal Gover nment under lease arrangement. 

At. once it becomes obvious that structures of this nature are not best 
suited to withstand the severe weather conditions that visit with Maine 
inthe winter. Neither are these buildings adequate to accommodating 
the ever-increasing traftic conditions developing at Van Buren and the 
more or less stabilized traffic pattern at Vanceboro. At Van Buren, 
for example, the 1959 automobile passenger traflic was 114 percent 
of 1954, bus passenger traflic, 115 percent; other vehicle passenger traf- 
fic, 112 percent ; and freight car traffic, 300 percent. 

Mr. Chairman, it is my understanding that, in fiscal 1960, the Con- 
gress, in recognizing the need for progressive development of public 
buildings, appropr iated the sum of $25 million to the General Serv- 
ices Administration to enable that agency to obtain sites and to enter 
into preliminary planning programs. 

The overall cost of the project at Van Buren, including site, de- 
sign, and construc ‘tion, is estimated to be $454,000. In consideration 
of last year’s appropriation, however, approximately $49,000 is pres- 
ently in the hands of the General Services Administration for pro- 

ceeding with the site acquisition and preliminary planning essential 
to this project development in Van Buren. However, a balance of 
$405,000 will be needed to effect construction. 

The cost in the case of Vanceboro is estimated to be $348,000, with 
about $119,000 now being in the hands of General Services Adminis- 
tration to expedite site acquisition and preliminary planning. In 
this case $299,000 is needed for construction. 

I would like to point out to this committee that the State of Maine 
serves, In a large sense, as a gateway to eastern Canada, and in this 
the two border stations here concerned play a major function. At 
Vanceboro, for instance, the Canadian Pacific Railroad enters Maine, 
following a transstate course that leads into the Province of Quebec. 
This type of rail traffic is highly significant, for during the year 
ending June 1959, 707 trains traveled this route, bearing 20,567 pas- 
sengers. There were also 63,101 freight car entries. In addition, 
for the same period, 80,955 automobiles entered at the Vanceboro 
point, these carrying 219.916 passengers. As to pedestrians, 17,602 
of these walked across the border. 

At Van Burean, vehicular traffic is decidedly more pronounced than 
it is at Vanceboro, with this location providing a direct approach to 
the shores of the Maritime Provinces in Canada. For the year termi- 
nating June 1959 a total of 240,108 automobiles crossed the boundary, 
these carrying 700,838 passengers. Buses, trucks, and other forms 
of conveyances also made crossings at the Van Burean location, these, 
for the same period, carrying in the vicinity of 8,000 passengers. The 
pedestrian figure was 53,955. 

This capsule presentation of traffic conditions very clearly reveals 
the dynamic nature of the activ ity at these border station locations. 
It is provided to prove that. the recommendations, as proposed by 
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the General Services Administration, are consistent with present-day 
needs. Such improvements would permit these stations to function 
with a higher degree of efficiency than is possible with their presently 
inadequate fac ‘ilities. 

I feel that the background of activities associated with the border 
facilities concerned undeniably substantiate the justification for jm- 
provements. I therefore respectfully urge that this committee grant 
its approval to those recommendations extended by. the General Sery. 
ices Administration and approved by the House Committee on Public 
Works, thereby endorsing those sums essential to the construe tion of 
border stations at “4 anceboro and Van Buren in the State of Maine, 

Mr. Chairman, I deeply appreciate having this opportunity to pre- 
sent my views to the members of this committee. 

Mr. Tuomas. Thank you, Mr. McIntire for your enlightening state. 
ment. We were delighted to hear you. 


Feperat Orrice Burtpine, HAarrrorp, Conn. 
WITNESS 


HON. EMILIO Q. DADDARIO, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CONNECTICUT 


Mr. Botanp. Gentlemen, I would like to introduce to the commit- 
tee a distinguished colleague of ours from the State of Connecticut, 
Mr. Emilio Q. Daddario. He wishes to address us concerning an ap- 
propriation for a Federal office building in Hartford, Conn. Let me 
compliment you on your persistence In pursuing and kee ping on top 
of this matter all the time. You may now proceed with your 
presentation. 

Mr. Dapparro. Mr. Chairman, I appreciate the opportunity to ex- 
press my support of the appropriation for a new Federal office build- 
ing in Hartford, Conn. Briefly, I wish to make three points: 

(1) The need for this facility is acute. On September 22, 1956, this 
project was originally approved by the Public Works Committees of 
the Congress and the Bureau of the Budget. 

(2) Construction of the building, in the site selected, wil] add to 
the impetus given the redevelopment and renewal of Hartford, the 

capital of Connecticut. I have available for your inspection copies 
of the Hartford Courant and Hartford Times of March 10, 1960, 
which outlines a $50 million renewal plan which could become a reality 
in 1965. The site of the Federal office building, as shown in pictures 
in these papers, is on the edge of this renew al area. I wish to read 
the following excerpt from a letter from C arleton F. Sharpe, city 
manager of Hartford, concerning Hartford’s interest in this program: 

The city planning commission and the court of common council has supported 
the project and the planning commission has been instrumental in working with 
Federal officials and the architect in arrangements for the use of the land. It 
will serve a very useful purpose in encouraging the urban renewal programs in 
the Sheldon-Main Street area. We plan to follow up the proposed building with 
a redevelopment project which will continue the improvement program in this 
part of the city. 

3) My third point is one of some reservation with respect to a 
Giaeiationt policy that is being enforced with respect to this build- 
ing. I refer to the provision of parking space. I have been unable to 
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determine whether Congress has set this policy, or whether it is en- 
tirely a matter of rule-of-thumb judgment by the exec utive branch. 
In any event, there has to come a time for a realistic reappraisal of 
this question. 

The new Federal office building is to be located in a downtown spot, 
on Main Street, in a highly congested traffic area. It is to draw to- 

ther Federal agencies now le: ised at 11 diverse locations, with re- 
sultant rental savings of about $291,000 a year. Incidentally, the 
General Services Administration adv ised mé earlier that savings in 
Jeased space rentals may amount to as much as $400,000 a year. 

Drawing these agencies together will be a public convenience. It 
will also bring under the same roof about 1,000 Government em- 

loyees. GS A, using a rule of thumb by which it plans parking space 
in the ratio of 1 space per 10 building occupants, includes 109 parking 

spaces in its planning. 

I think this is totally unrealistic in the modern age. Not only does 
it prov! ide for only one-tenth of the needs of the building’ s occupants, 
but it ignores completely the convenience of the public. Among the 

agencies to be housed in the new Federal office building are ie ‘ed- 

eral courts and the Internal Revenue Service of the Tre: asury. Each 
would require many hundreds of visitors during the year. Yet no 
consideration is given this problem. 

The area surrounding the site of the new building already suffers 
from traflic congestion. It is estimated by the Hartford Planning 
Department that the new building will create a need for 600 to 800 
offstreet parking spaces. ‘The city has already taken steps to widen 
streets to meet part of the traffic situation that will be created. 

The GSA defends its policy on the grounds that it is not authorized 
to provide parking space for more than official needs, and that it is 
consistent with title 5, United States Code, section 140, in holding 
that it should not furnish parking facilities either in competition with 
private enterpr ise or as a fringe benefit. 

Mr. Chairman, I submit that in an urban community today, park- 
ing is not a fringe benefit but a necessity. 

t ought also to be noted that this ‘policy is inconsistent with that 
of another Federal agency. Participating as it does in the redevelop- 
ment program, Hartford is well aware that the number of spaces 
proposed to be provided by GSA in connection with the new building 
are substantially lower than the provisions for offstreet parking re- 
quired by the Urban Renewal Administration for municipalities to 
qualify for Federal assistance in urban redevelopment projects. The 
number is also substantially lower than the requirements of the local 
planning commission for such projects. 

Neither can I agree that the Federal Government would be com- 
peting with private enterprise, if it were simply to meet modern 
standards for the provision of off-street parking, or to comply with 
local ground rules. 

My State has been among the foremost in its programs for high- 
way safety. It is concerned about the problems of traffic, where jams 
cost untold amounts in extra fuel consumed, wages for time lost in 
traffic, depreciation of vehicles, excessive repairs and maintenance 
without. accident involvement, and other causes. It is acutely aware 
of the needs for correction. The actions of the Federal Government 
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in this field, as they affect the States, should be an example, not an 
irritant. 

Many communities are in the midst of city planning for future 
growth and it would be constructive if the executive branch could, as 
a matter of policy, conform its building program to local patterns, 

Mr. Botanp. I’ve seen the building 1 in Hartford and if there is any- 
place that needs a building it is here. I agree with what you have 
said about the need for this building. Thank you for giving us your 
views on the matter. 


LETTER FROM REPRESENTATIVE FRANK E. SMITH, MISSISSIPPI 


Mr. Tuomas. We have received several letters from Members of 
Congress concerning public buildings. We shall insert in the record 
at this point a letter from Hon. Frank E. Smith of Mississippi with 
respect to a Federal building and courthouse at Clarksdale, Miss, 

( The letter follows :) 

House OF REPRESENTATIVES, 
Washington, D.C., February 18, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, Committee on Appropriations. 
House of Representatives. 

DeaR AL: I am very much interested in having money appropriated for 
planning and site acquisition for the Federal building and courthouse at Clarks. 
dale, Miss. 

The cost of the building will be approximately $1,812,000, and the 
calls for $429,000 for site acquisition and design, ete. 

There has been no Federal building construction in Clarksdale since 1914 
The new post om is badly needed and the Federal court there, which tradi- 
tionally handles the heaviest docket in north Mississippi, is working in wholly 
inadequate facilities “Ss. 


prospectus 


I'm sorry for the delay in submitting this request to you, but I did not want 
to send it until I was assured that the project would be submitted to the Public 
Works Committee by GSA in time for action before your bill is reported. 

Cordially, 
FRANK E. SMITH, 
Ve mbe r of Conore NR 


LETTER FROM REPRESENTATIVE WILLIAM 8S. MOORHEAD, PENNSYLVANIA 


Mr. Tuomas. Next is a letter from the Honorable William S. Moor- 
head of Pennsylvania with regards to a Federal building at Pittsburgh. 

(The letter follows :) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 2, 1960. 
Hon. ALRERT THOMAS, 
Chairman, Subcommittee on Independent Offices, Appropriations Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: The General Services Administration, whose budgetary 
requests for fiscal 1961 your subcommittee will soon be considering, has not 
included in these requests any construction money for the Federal office building 
which GSA plans for Pittsburgh. 

I believe this omission, if allowed to stand, will cost the taxpayers money 
needlessly and delay achievement in the Pittsburgh area of Government service 
as efficient as it might be if Federal agencies were consolidated under one roof. 
We respectfully ask your subcommittee, therefore, to include in the budget at 
least enough funds to begin construction on this important project within the 
next year. 

Costs and economy are important factors in considering any Government 
building. In the case of the Pittsburgh building, however, I believe the facts 
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will clearly demonstrate that real long-range savings to the taxpayers can best 
be effectuated if construction begins on the building without an unnecessary 
year’s delay. 

" These pertinent facts are as follows: 

The U.S. courthouse and post office building opened in Pittsburgh nearly 3 
years ago has, for many years, been unable to house all of the Federal agencies 
serving the Pittsburgh and western Pennsylvania area. More than a score of 
these agencies now rent office space in private buildings widely scattered through- 
out Pittsburgh’s business district or occupy old, inefficient offices in three obsolete 
federally owned structures downtown. 

The rent is costly—well over half a million dollars a year—and the public 
is inconvenienced, facts, which prompted Mr. Franklin G. Floete, Administra- 
tor of the General Services Administration, to say that a new Federal office 
building in Pittsburgh is “urgently needed.” 

In the interests of economy and efficiency, the General Services Administration 
proposed selling the obsolete structures and erecting a modern office building 
across the street from the Federal courthouse and post office building. Leaders 
of Pittsburgh's renaissance agree that this site suited Federal needs and blended 
well with the city’s building renaissance. 

The Federal Government has purchased the site. It has been vacated by 
the former tenant. Mr. Floete has said that plans for the new building will 
be completed in July. Thus, there is no reason why a start on construction 
should be delayed for an entire year. On the contray, efficiency and economy 
would appear to dictate that such a delay not be permitted. 

I am informed that construction will take 2 years and that approximately 
$10 million could be reasonably expended on construction during the first year. 

For the above stated reasons—reasons which we are certain you and your 
colleagues on the subcommittee will weigh carefully—I respectfully request that 
such a Sum be appropriated for construction during fiscal 1961. 

Sincerely, 
Britt MoorHEAD. 


LETTER FROM REPRESENTATIVE L. MENDEL RIVERS, SOUTH CAROLINA 


Mr. Tuomas. The next letter for insertion is from the Honorable 
L. Mendel Rivers of South Carolina, concerning a Federal building 
at Charleston. 

(The letter follows :) 

HovusE OF REPRESENTATIVES, 
Washington, D.C., February 24, 1960. 
Re Federal Office Building, Charleston, 8.C., for Agriculture; Defense: Health, 

Education, and Welfare, Interior; Labor, and Treasury Departments, Civil 

Service Commission, Selective Service System and Veterans’ Administration, 

estimated cost $3,789,000, Public Buildings Act of 1959, Publie Law 86-249. 
Hon, ALBERT THOMAS, 

Chairman, Subcommittee on Independent Offices, Committee on Appropriations, 
House of Representatives, Washington, D.C. 

DeaR Mr. CHAIRMAN: Both the Senate and House Committees on Public 
Works have approved the above-captioned project, and I am hopeful that funds 
to carry it forward can be included in the fiscal year 1961 appropriations. 

It is a much-needed project, and if it is not possible to include the whole 
amount this year, please at least try to get the planning money included so 
that the architectural and engineering plans can go forward without delay. 

Sincerely yours, 
L. MENDEL RIVERS, 
Member of Congress. 


LETTER FROM REPRESENTATIVE BYRON G. ROGERS, COLORADO 


Mr. Tromas. We shall now insert a letter from the Honorable 
Byron G. Rogers, of Colorado, with respect to a courthouse at Denver. 
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(The letter follows :) 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 12, 1960. 
Hon. ALBERT THOMAS, 
House of Representatives, 
Washington, D.C. 


My Dear CoLLEAGuE: The General Services Administration, pursuant to the 
appropriations granted by your subcommittee last year, purchased lots and 
hired architects to draw up plans for the construction of a courthouse ip 
Denver, Colo., on 19th Street between Champa and Stout. 

Unfortunately, some mistake was made and it was not recommended by the 
Bureau of the Budget. I would like to have adequate appropriations to start 
the construction as Denver has long needed an adequate courthouse. This 
would be a hall of justice for all of the Department of Justice offices. 

Sincerely, 
Byron G. Rocers, 
Member of Congress. 


LETTER FROM REPRESENTATIVE JOHN F. SHELLEY, CALIFORNIA 


Mr. Tuomas. The next letter is from the Honorable John F. 
Shelley, of California, on behalf of a Federal office and courts build- 
ing at San Francisco. 

(The letter follows:) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 9, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, Committee on Appropriations, 
House Office Building, Washington, D.C. 

Dear ALBERT: I am writing to you with respect to the requested Federal office 
and courts building for San Francisco, Calif. This matter is now before your 
subcommittee and I am sure I do not have to tell you of the importance of this 
building to the citizens of San Francisco and, in fact, to all of northern Cali- 
fornia. 

For 10 years I have been vitally interested in the progress of this building 
and have urged its construction from the very beginning of my service in the 
Congress. After receiving approval for the design work on the building, I am 
very gratified that the administration has now included this building in its request 
for new construction funds in the fiscal 1961 budget request for independent 
offices appropriations. 

In view of this action, I earnestly request your support for this project and 
would be extremely grateful for your assistance in making sure ground will 
finally be broken for our new Federal office and courts building in San Francisco 
later this year. 

With kindest personal regards, I am 

Sincerely yours, 
JACK SHELLEY, 
Member of Congress. 


LETTER FROM SENATOR GEORGE D. AIKEN, VERMONT 


Mr. Tuomas. Next is a letter from Senator George D. Aiken of 
Vermont concerning a Federal building at Montpelier. 

(The letter follows :) 

U.S. SENATE, 
COM MITTEE ON AGRICULTURE AND ForeEstTRY, 
March 4, 1960. 

Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, 
House of Representatives, Washington, D.C. 

Dear Mr. Tuomas: I was interested to read in the March 2 Congressional 
Record that the House has referred to your committee the list of approved public 
buildings project. 


— ee 
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I was glad to see an affirmative step taken on the matter of construction of 
public buildings, for I feel that this important matter has been set aside too often 
in the past few years. It seems to me that in many instances we have been 
“penny wise and pound footish.’ 

You will note that the list includes a Federal building for Montpelier, Vt. 
The present post office building has been out of date and impractical for several 
years and as far as I can remember there has been talk that a new building was 
badly needed. If the money used for repairs had been put toward a new build- 
ing, I am inclined to think the building would have been erected some years ago. 

My point in writing to you at this time is to indicate my particular interest 
in this in the hope that you folks will work something out on this program. 

With personal best wishes, 

Sincerely yours, 
GEORGE D. ATKEN. 
SUBSIDIES FOR AIRLINES 


WITNESS 


HON. TOBY MORRIS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OKLAHOMA 


Mr. Tuomas. We are honored to have with us, the Honorable Toby 
Morris from Oklahoma. Mr. Morris, do you have a statement for us? 

Mr. Morris. Mr. Chairman and members of the committee, I am 
most appreciative of the opportunity you have given me to express 
my views in favor of a proper subsidy for the airlines. 

‘My most direct experience in recognizing the need for financial 
assistance to the airlines lies within the boundaries of the Sixth Con- 
gressional District of Oklahoma which is ably served by two carriers 
at the present time. These companies have pioneered southwestern 
Oklahoma, as well as other localities, at great sacrifice and have built 
the foundation of a network that someday I hope will encompass 
many more communities and thereby render fine service to the multi- 
tudes who are tod: ay without any air service whatsoever. 

In addition to needs arising from the normal course of events, 
there are three military installations within my congressional dis- 
trict: the Clinton-Sherman Air Force Base, the Artillery and Missile 
Center at Fort Sill, and the Altus Air Force Base which is in the 
process of being converted to an intercontinental ballistic missile 
support base. Each of these functions brings with it an acute demand 
for fast and dependable transportation facilities. I cannot, there- 
fore, urge this committee too strongly to assist to continue and expand 
the local airline system. Let us encourage them to buy and use more 
modern airplanes and to avail themselves of every possible safety 
measure known to the industry today. Subsidy is as American as 
George Washington and when properly applied provides a service 
to the t: axpayer that returns a hundredfold to the Treasury any moneys 
that are initially disbursed. 

Mr. Tuomas. Thank vou. We are delighted to have your re- 
marks. 
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Supsipies For AIRLINES 
WITNESS 


HON. JIM WRIGHT, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF TEXAS 


Mr. Tuomas. We will now hear from the Honorable Jim Wright 
from Texas. He is going to speak concerning airline subsidies. Pro- 
ceed Mr. Wright. 

Mr. Wricur. Mr. Chairman and my colleagues, I appreciate an 
opportunity to make a statement before this honorable committee 
today in behalf of the public service appropriation being requested 
today by the Civil Aeronautics Board. For years I have been eX- 
tremely aw: on of the public service job that the 13 local service air- 
lines of the Nation are doing and particularly the two local service 
airlines serving Texas. I would just lke to point out a few crowth 
figures to give this committee an indication of the public acceptance 
of local ser ice air lines. 

In 1950 the Nation’s local service airlines were serving 328 cities, 
in 1959 they were serving 511 cities. The average passenger load 
factor in 1950 was 31.5 percent, in 1959 it was 46.7 percent. Their 
commercial revenne—ticket sales—in 1950 were approximately $12, 
S22? OOO, in 1959 they were ap proximately S69 inhi llion. 

This committee, of course, is well aware of the fact that the fun 
tions of the local service 1 irlines include linking the Intermediate 
points of our Nation with the strong terminal p ints. In mal Vv cases 
over the Nation and in the State of Texas passenger rail service has 
been suspe nded. In m: ny cases the cities in the Southwest are now 
dependent upon local service saletinen for their needs of daily business 

and social 

In my ja we are pleased to have based at Fort Worth, Amor 
Carter Field, the headquarters of one of the Nation’s local service 
airlines, Central Airlines. This airline feeds into Fort Worth on a 
daily basis the commerce from 36 cities and towns in the States of 
Texas, Oklahoma, Kansas, Missouri, Arkansas, and Colorado. To 
many of the intermediate points Central is their only means of public 
transportation other than bus and highway into Fort Worth. And 
in turn, Central affords Fort Worth the only daily artery of public 
transportation. 

From the Government standpoint in the case of Central Airhines, 
as one example, this company collected in Federal tr: insport: ition taxes 
for the year ending June 30, 1959, approximately $252,00' ‘his 


company paid in fuel and oil taxes for the same period ap DEOKOL 
$61,000, 


mmunication with the larger cities. 


In my opinion, the public service job that is being accomplished 
daily by the 13 local th airlines isa program that not only should 
be continued, but certainly one wherein the public needs requirements 
would call for incre: ased activity. I would urge this committee to 
grant the public service financial request asked for by the Civil Aero 
nauties Board. | 

Mr. Tuomas. Thank you, Mr. Wright. 
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SUBSIDIES FoR AIRLINES 


WITNESS 


HON. J. W. TRIMBLE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF ARKANSAS 


Mr. Tuomas. Next is our good friend from Arkansas, Representa- 
tive Trimble. 

Mr. Trimeie. Mr. Chairman and members of the subcommittee, it 
ismy underst: anding the budget contained a request. of $71 million for 
public service payments to airlines for fiscal 1961. There is much I 
do not know about this subject, but I do know the value of local airline 
service to some of the communities in northwest Arkansas. 

In my district Central Airlines serves Fort Smith, Fayetteville, and 
Harrison, and provides air travel to Dallas-Fort Worth, Little Rock, 
St. Louis, Kansas City, Tulsa, and Oklahoma City. Last year more 
than 22,000 passengers boarded planes from these cities in my district. 
When I fly home, I travel from St. Louis on Central. It provides the 
quic ‘kest and most convenient service for me, as well as m: ny others 
inmy part of the State. 

In recent years several new industrial plants have been established 
in “x communities. The need for the service increases each year, 
and I believe the statistics will show the number of passengers has 
increased each year. 

It is my earnest hope you will recommend what is needed to enable 
Central and other similar airlines to continue to provide service 
throughout the country such as we now have in northwest Arkansas. 

Mr. Tuomas. That was a good brief statement, Mr. Trimble. We 
were delighted to hear from you. 


SUBSIDIES FOR ATRLINES 
WITNESS 


HON. J. FLOYD BREEDING, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF KANSAS 


Mr. Tuomas. Also speaking for the airlines is the Honorable J. 
Floyd Breeding, of Kansas. You may proceed, Mr. Breeding. 

Mr. Breeptne. Mr. Chairman and members of this honorable com- 
mittee, I appreciate an opportunity to appear before you in regard 
to the public service payments recommended by the Civil Aeronau- 
ties Board for the 13 local service airlines serving our great Nation. 

The particular matter that I would address your attention to would 
be the public service that the local service airlines of this Nation are 
rendering upon a daily basis to the isolated areas of our Nation. My 
district is served by a local service airline—the Central Airlines 
and they provide us with an artery of commerce to our air-locked area 
that affords a tremendous essential and necessary link in. the daily 
business and social life of my district. 

Liberal, Kans., located in the southwestern part of Kansas and the 
center of the Hugoton gasfield which is the world’s largest, is iso- 
lated by miles from the four principal trade centers to which we have 
our daily commerce. For example, Wichita, Kans., is approximately 
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200 miles from Liberal; Oklahoma City is approximately 230 miles; 
Amarillo, Tex., is approximately 180 miles; and Denver, Colo., is ap- 
proximately : 300 miles. The public service afforded our people by 
our loeal service airline is used on a daily basis. To give you gentle. 
men an idea of the public use of the service, Liberal, Kans., originated 
per month between 180 passengers in March 1959, to over 340 pas. 
sengers in December 1959. These, mind you, are originating passen- 
gers and approximately the same number of passengers will deplane 
at Liberal as enplane. This service to my district is only on‘a tempo- 
rary basis. It is absolutely essential that my people, having this isola- 
tion factor, retain the airline service we now enjoy. Much of our 
future economy depends on this service. To attract new industry and 
to hold what we have our Central Airlines service must not only be 
maintained but, I hope, expanded. 

The budget service dollar—sometimes referred to as subsidies—is 
in my judgment well spent, and is essential, not only to the economic 
growth of my district, but to other districts in the Nation that are 
being benefited on a daily basis by the local service airlines. 

I would urge this committee to grant the request of the Civil Aero- 
nauties Board for the subsidy dollars requested for the Nation’s 
local service airlines. 

Mr. THomas. Thank you very much for your statement. 


SUBSIDIES FOR AIRLINES 


WITNESS 


HON. PAGE BELCHER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OKLAHOMA 


Mr. Tuomas. The next gentleman to be heard is the Honorable 
Page Belcher, of Oklahoma. 

Mr. Betcuer. I appreciate this opportunity of presenting my views 
to your committee. 

With three cities in my district receiving local airline service, I 
know the value of this service. I know what we get for our subsidy 
dollar. I ride our Central Airlines. My people want it to be con- 
tinued. I believe the subsidy is completely justified. I believe it is 
worth even more than it is costing us. 

I do not doubt that the subsidy will be on the increase as more 
cities receive the service on more routes. Now that my district has 
the service, I cannot say that similar service should not be expanded 
in the districts of other of our Members. If it is needed in those dis- 
tricts the way it is needed in mine, then it should be extended. 

New and modern airplanes cost big money. Yet they seem to be 
the eventual answer to greater operating economies that will sooner 
or later start the ball rolling toward overall subsidy reductions. 

In the meantime I strongly favor continued allotment of subsidy 
required to keep the service going and growing. 

Central Airlines serves Enid, Ponea City, and Tulsa in my district, 
a total population of 325,000. .Each of these cities is a prominent 
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oil center with home oflices of major oil companies, refineries, oilfields, 
and supply houses. The people in the oil fraternity are among the top 
users of air transportation. To them, time is money—big money—and 
the airlines, local and trunk, save them time. 

Continental Oil Co. with home offices at Ponca City has many pas- 
sengers every day using Central Airlines to and from Tulsa for ‘direct 
connections with Braniff’s trunk service to Houston where Conti- 
nental’s main production facilities are located. 

People of the Champlin Oil Co. with its main offices at Enid use 
Central Airlines in traveling to and from the parent company at 
Fort Worth. 

These that I have mentioned are only a few outstanding users of our 
local airline services. There are numerous other companies and a 
multitude of just plain people in my district that use Central as a 
steppingstone to the jet airliners at such points as Kansas City, Okla- 
homa City, Amarillo, Tulsa, Dallas, and Fort Worth. 

As I stated earlier, this is a valuable service, I urge that you strongly 
recommend continued subsidy funds so that it can be kept in full oper- 
ation and properly expanded. 

Mr. Tuomas. Thank you, Mr. Belcher, for your remarks. 


OFFICE or CIvi, AND DEFENSE MOBILIZATION 
WITNESS 
GgEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE, AFL-CIO 


Mr. Tuomas. Gentlemen, we have with us today one of our old 
friends, George Riley. Mr. Riley, if you have a statement we will be 
delighted to listen to” you. 

Mr. Rwy. Thank you, Mr. Chairman. My name is George D. 
Riley, legislative representative of the AFL-C 10. Iam always ap- 
prec iative for the opportunity to appear before your committee and 
to present our case on its merits. 

The AFL-CIO, firm in its belief that actions speak louder than 
words, welcomes this opportunity to present our views in support of 
the fiscal year 1961 appropriations for the Office of Civil and Defense 
Mobilization. 

It has been said that you, as chairman and the members of this 
committee, constitute one of the best read and toughest committees to 
appear before in justification or support of appropriations. In other 
words, you as a committee have done your homework and anyone 
appearing before you would do well to have done his homework. I 
believe this to be a compliment of the highest order and in the belief 
that we in the trade union movement have done our homework, I 
appear here today. 

The AFL-CIO has appeared before the committees of Congress 
many times in support of civil defense and, backing our words with 
action, we of the AFL-CIO have started or moved ahead in the past 
year in the following program areas: 

1. Continued to microfilm records and documents for safe storage at 
a relocation site. 
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2. Relocated essential files and necessary equipment for continued 
operation at a relocation site. 

5. Initiated surveys of existing trade union buildings and facilities 
for use as, or conversion to, fallout shelters. These buildings inelude 
the AFL-CIO Building and our national and international union 
headquarters, both in the District of Columbia and throughout the 
Nation. 

t. Initiated an educational program in the more than 400 major 
trade union publications to show the neew for and use of fallout shel- 
ters. These publications reach a conservative estimate of 50 million 
people. I have brought two such publications with me, the Brick- 
layers publication and the Electrical Workers Journal. 

Contributed as a public service at no expense the necessary labor 
and, in more than one instance, the material for the construction of 
prototype fallout shelters in different geographical locations of thy 
Nation—17 completed to date. 

Continued and increased the offering of civil defense instruction 
at trade-union institutes, summer schools, and training sessions. 

OCDM briefed key trade-union officials in the metropolitan area. 
These briefings, given at two separate sessions, included AFL-CIO 
headquarters officers and staff and officers and staff of the more than 
50 national and international trade unions loc en in this area. 

8. Supported civil defense legislation at the National, State, and 
local level. 

We are pleased to note the increasing number of veteran, civic, and 
fraternal organizations who, sharing our concern for this vital adjunet 
toa total national defense, have joined in supporting the programs and 
policies of OCDM. 

We have noted and reviewed with equal interest the opinions of 
many critics of the Office of Civil and Defense Mobilization. Much 
of the criticism leveled at this agency has been of a constructive nature 
and, in fact, we have been counted among this group more than onee. 
We believe in just criticism and hold th: at e very citizen has the obliga- 
tion to this country to partic ipate in its operation to the extent of his 
or hercapability. Ifa citizen hasa sincere and Just difference of opin- 
ion in the operation of any segment of Government, his right to differ 
is inviolate; but if his difference is in keeping with this inviolate 
right, it should be constructive in nature. 

Our leadership of the free world is and must continue to be based 
on the prince iples |: aid down for us by our forefathers. 

To be critical just to place objections in the record, or to be critical 
based on partisanship verging on slander, is a luxury we as a nation can 
ill afford if we are to continue to grow and prosper in the world family 
of nations. 

We in the trade-union movement have watched civil defense grow 
from its infancy in early 1940 to the present merged organization 
which combined Civil Defense and Defense Mobilization into the Office 
of Civil and Defense Mobilization. The growth can be compared 
favorably with the growth of our national defense from the minuteman 
of the Revolution to the Department of Defense as we know it today. 

In truth, the Office of Civil and Defense Mobilization is a vital and 
necessary component part, along with the military defense, of the 
total national defense of our Nation. 
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Civil defense has performed exceptional service in the peacetime 
oper: ation and existence of our Government and Nation. The opera- 
tion of this civilian organization in natural disaster situations is well 
known if we will but recall a few examples of devastation wrecked 
upon various geogr aphical locations throughout the Nation without 
preference, and limited in size by nature itself. The names of just a 
few are— 

1. Worcester, Mass., tornado in 1953. 

Northeast floods of October 1955 (hurricane). 

Eastern North Carolina disaster of October 1955 (hurri- 

cane). 

4. Forest-fire emergency in New Hampshire, 1953. 
5. County of Los Angeles, Malibu Canyon fire, January 1957. 
6. Roseburg, Oreg., disaster, August 1959 (explosion and fire). 
7. Cameron, La., 1958 (hurric ane). 

We opened with a reference to homework and preparation and this 
would seem to be the place to refer to the homework or preparation of 
the Soviet Union in civil defense. 

The greatest authority on civil defense in this country and abroad 
we believe to be the Committee on Government Oper ations. We be- 
lieve one sentence contained in their report on “Civil Defense in West- 
ern Europe and the Soviet Union” shows the urgency of the need of 
astrong civil and defense mobilization plan in the U nited States. On 
page 11 of House Report No. 500, Ist session of the 86th Congress, 
next to the last paragraph on the page, I quote : 

The scope and intensity of the mass training program probably means that 


more people have learned the fundamentals of civil defense in the Soviet Union 
than any other country. 


If survival is of such extreme importance in the Soviet Union, should 
not the same be equally true in the United States? 

On page 7 of the same report, from a study by Herman Kahn, 
published ba the Rand Corp. and presented to the committee, we find 
the following quote to be most sobering : 

There is an enormous difference in the bargaining ability of a country which 
can, for example, put its people in a place of safety on 24 hours’ notice, and one 
which cannot. If it is hard for the reader to visualize this, let him just imagine 
a situation where the Russians had done exactly that and we have not. Then 
let him ask himself how he thinks we would come out at a subsequent bargaining 
table. 

We commend the entire report to anyone who has not read it. 

We are certain that Leo Hoegh, Director of OCDM, and his com- 
petent staff have done their homework and, in so doing, have justified 
their budget to this committee far more ably than we would be able to 
do. We rest our presentation in support of the $76 million- plus appro- 
priation request on this thought. If the cost of civil defense in this 
Nation to date has not been more than balanced out by its work in 
natural disasters alone, then certainly when we add to that the present 
planned ec: apability of expanding the operation of Government in emer 
gency and defense mobilization capabilities, we have for but a small 
percentage of our total national defense cost added significantly to the 
total deterrent force against world conflict. 

Mr. Chairman, I also have a letter giving support to the enforcement 
activities of the Federal Trade Commission for inclusion in the record. 
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( The letter follows :) 


AMERICAN FEDERATION OF LABOR & CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D.C., March 24, 1960, 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, House Appropriations Committee, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN THOMAS: It seems to us that the Federal Trade Commission 
has been doing an increasingly good job in the field allotted to it by law and with 
the multiplicity of acts reposed with it for administration and enforcement. 

This is the first occasion we have taken reference to the appropriation for this 
independent office and we are encouraged now to do so as an added incentive 
for the Federal Trade Commision to do an even better job with the funds pro- 
vided. This communication is in line with others we have offered to some of the 
several subcommittees on the Appropriations Committee where consumer inter. 
ests are involved, inasmuch as the AFL-CIO does represent a sizable bloc of 
consumers. 

In recent months, there have been various discussions on the work performed 
by this agency, most of it favorable. But there have been times when the Fed- 
eral Trade Commission appeared hesitant, perhaps due to some doubt of its 
actual authority under certain circumstances. The Attorney General only 3 
months ago took occasion to assure a number of Federal branches that there is no 
doubt of their clear course and that there remains no reason why agency A or 
agency B should not assert their dominance in those fields allotted to them. 

I am sure that your subcommittee will amply recognize any existing needs for 
funds sufficient to do the job adequately, and therefore add our encouragement 
to your usual full consideration of the merits involved in the request coming to 
you and your associates. 

With all good wishes, I am 

Sincerely, 
GEORGE D. RILry, 
Legislative Representative, AFL-CIO. 


Mr. Tuomas. Thank you, Mr. Riley. We are always delighted to 
see you. 


LETTER FROM REPRESENTATIVE HAROLD T. JOHNSON OF CALIFORNIA 


We have several letters and statements which have been submitted 
to the committee for insertion in the record of our hearings on the 
1961 independent offices appropriation bill. The first letter is from 
our colleague, Mr. Johnson of California, which we will insert at 
this point. 

(The letter from Representative Harold T. Johnson is as follows:) 


Houses OF REPRESENTATIVES, 
Washington, D.C... March 17, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, House Appropriations Committee, 
Washington, D.C. 

My Dear Mr. CHAIRMAN: It is my understanding that this morning you will 
hear Representatives who are going to make an appearance supporting an item 
calling for an expenditure of $11,714,000 for the construction of new Veterans’ 
Administration hospitals in northern California. I supported this item last 
year: however, it did not receive approval. I am asking you at this time to 
give further consideration to this item. 

It is my understanding that the appropriation appears in the President’s 
budget for fiscal 1961 and it provides for a hospital to be built in northern 
California. I am strongly in support of this facility. The Veterans’ Admin- 
istration in northern California informs me that they are badly in need of 
this new facility. The veterans hospital bed need is not being met. Many of 
our veterans do not have the opportunity and availability of proper hospital 
facilities at the present time. 

It has always been my contention that the Government of the United States 
has an obligation to provide these necessary facilities for our veterans who have 
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served their country in time of need. Due to the huge growth factor that we 
are witnessing in California, a high percentage of our new people are veterans 
from our World Wars and they are in need of proper hospital care and these 
facilities are not now available in northern California. 

Any consideration on this item will be greatly appreciated by myself represent- 
ing one of the congressional districts in northern California. 

Sincerely yours, 
Haro.tp T. (Bizz) JOHNSON, 
Member of Congress. 


LETTER FROM REPRESENTATIVE FRANCES P,. BOLTON, OHIO 


Mr. Tuomas. I should like to insert in the record a letter from 
Representative Bolton, of Ohio, regarding the construction of a VA 
hospital at Cleveland, Ohio. 

(The letter follows :) 

HowskE OF REPRESENTATIVES, 
Washington, D.C., March 22, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices Appropriations, Committee on 
Appropriations, House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: As you know, I have submitted statements to your 
subcommittee a number of times over the years on the matter of appropriations 
for the construction of a new Veterans’ Administration general medical and 
surgical hospital in Cleveland. Regretting that I have not had an opportunity 
to appear personally this year, I ask that you accept this letter in support of 
the funds in the fiscal year 1961 budget for construction of this facility. 

The Congress authorized the construction of a new G.M. and S. hospital 
in Cleveland to replace the present Crile Hospital in 1948, but no money was 
forthcoming until 1956 when $1,056,786 was appropriated for plans, technical 
services, etc. The construction has been delayed over the years by disagreements 
within the Veterans’ Administration, with the civil defense authorities over the 
issue of whether the hospital should be atom-bomb proofed, and with the Budget 
fureau. I am happy to say that all barriers have finally been overcome and 
the Budget Bureau has included funds in the new budget for construction 
purposes. 

Last week the Veterans’ Administration negotiated a contract with an archi- 
tectural firm (Dalton & Dalton) to do the design work. It is my understanding 
that the VA will be in a position to let a construction contract by next January or 
early spring. Therefore, I very much hope that the committee will approve 
the total amount requested by the Veterans’ Administration for construction of 
this much needed hospital. There are approximately 715,000 veterans in north- 
ern Ohio and the present Crile Hospital is woefully inadequate for their needs. 

Thanking you for what I know will be your most earnest consideration of 
this matter, I am 

Sincerely yours, 
FRANCES P. Botton. 


LETTER FROM SENATOR JAMES E. MURRAY, MONTANA 


Mr. Tuomas. The next letter, with enclosure, for insertion is from 
Senator James E. Murray, of Montana. 

(The letters follow :) 

U.S. SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
February 15, 1960. 
Hon, ALBERT THOMAS, 
Chairman, House Appropriations Subcommittee on Independent Offices, House 
of Representatives, Washington, D.C. 

Dear Mr. THOMAS: I would appreciate your making the attached letter from 
Mr. Henry Loble in support of funds for local carrier service a part of your 
hearing record. 

Sincerely yours, 
JAMES BE. MuRRAY. 








STATE OF MONTANA, 
AERONAUTICS COM MISSION, 
Helena, Mont., February 8, 1960. 
Senator JAMEs E. Murray, 
Senate Office Building, 
Washington, D.C. ' 
Senator MIKE MANSFIELD, 
Senate Office Building, 
Washington, D.C. 
Congressman LEE METCALF, 
House of Representatives, 
Washington, D.C. ' 
Congressman LERoy ANDERSON, 
House of Representatives, 
Washington, D.C. 

GENTLEMEN: We have recently received a communication from the Nationa] 
Association of State Aviation Officials informing us that hearings are now being 
held by the House Subcommittee on Independent Offices of the Appropriations 
Committee on CAB appropriations for fiscal 1961. NASAO states that it is im. 
portant that we inform our Senators and Congressmen of our interest, if any, 
in local carrier service. Apparently all appropriations committee meetings are 
held in executive session, so the only practical way to apprise the committee of 
our wishes is through our Congressmen or Senators. 

The State of Montana, of course, is extremely interested in funds being pro- 
vided by the Government for local carrier service. As you know, we have re. 
cently been awarded a good deal of local carrier service through Frontier and 
West Coast Airlines. 

Therefore, it would be deeply appreciated by the undersigned if you would take 
such action as seems to you necessary and proper to indicate the interest of the | 
State of Montana in continuation of local carrier service and the appropriation 
of funds therefor. 

Thank you for your consideration. 

Very truly yours, 
HENRY Lose, Attorney. 


LETTER FROM REPRESENTATIVE EMILIO Q. DADDARIO, CONNECTICUT 


Mr. Tuomas. Weshall now insert a letter from Representative Dad- 
dario, of Connecticut, together with a letter he received from one of 
his constituents, Mr. H. B. Wetherell, director of the Connecticut De- 
partment of Aeronautics. 

(The letters follow :) 

House OF REPRESENTATIVES, 
Washington, D.C., February 9, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
House Appropriations Committee, Washington, D.C. 

Dear Mr. CHARMAN: I am enclosing the letter which 1 reeeived from H. B 
Wetherell, director of the Connecticut Department of Aeronautics, concerning 
subsidies for local carriers. 

I would respectfully request that this letter be made a part of the records of 
your subcommittee, and that this matter be taken into account in your consider: 
ation of the appropriations bill. 

Your courtesy is appreciated. 

Sincerely, 
EMILIO Q. DADDARIO, 
Member of Congress. 


STATE OF CONNECTICUT, 
DEPARTMENT OF AERONAUTICS, 
Hartford, Conn., February 5, 1960. 
Hon. EMImio Q. DADDARIO, 
House of Representatives, Washington, D.C. 
DEAR CONGRESSMAN DApDDARIO: It is our understanding that hearings are now 
in progress by the House Subcommittee on Independent Offices of the Appropria- 
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tions Committee on CAB appropriations for fiscal 1961. The aeronautics com- 
mission would like to call your attention to that portion of the appropriations 
pill which concerns subsidies for local carriers. 

In December 1959, a decision was issued on the Northeastern States Area In- 
vestigation, Docket No. 6436 et al. In that decision, four Connecticut cities were 
provided with local air service, through certification of Mohawk Airlines for 
service at Bradley Field, Windsor Locks, Conn., serving Hartford and Spring- 
field, and certification of Allegheny Airlines, to serve Bridgeport, New London, 
and New Haven. Mohawk Airlines has already started operations at Bradley 
Field, and it is anticipated that Allegheny will commence operations in April. 

The favorable decision of the Civil Aeronautics Board which provides the 
above local service, was possible only with the vigorous support of all affected 
communities. Time-consuming and costly preparation of exhibits and briefs by 
the State of Connecticut and the municipalities concerned contributed to the 
decision. Any change in subsidies for local carriers will have a drastic effect 
on the services rendered to the municipalities mentioned above as well as to the 
State as a whole. 

I realize that is a rather late effort on cur part, but anything you can do to 
prevent curtailment of the local carrier subsidies would be sincerely appreci- 
ated by our aeronautics commission, as well as by those public officials in the 
municipalities who spent so much time and effort in securing the certification 
of the two airlines referred to above. 

Very truly yours, 
H. B. WETHERELL, Director. 


LETTERS FROM REPRESENTATIVE DONALD J. IRWIN, OF CONNECTICUT 


Mr. Tuomas. We shall now insert in the record two letters, with 
enclosures, from our colleague, Hon. Donald J. Irwin, of Connecticut. 

(The letters follows: ) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 23, 1960. 

Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
House Appropriations Committee, Washington, D.C. 


DEAR Mk. CHAIRMAN: I am enclosing a letter from the Honorable Samuel J. 
Tedesco of the city of Bridgeport, Conn., concerning that portion of the appro- 
priations bill relating to subsidies for local air carriers. 

The Civil Aeronautics Board has just issued a final decision authorizing 
Allegheny Airlines service to Bridgeport and New England. 

This service, long sought and desperately needed, will depend, however, upon 
noncurtailment of the local carrier subsidies. 

In addition to Bridgeport, other Connecticut communities directly depending 
on the CAB-approved Allegheny Airline service are New London, New Haven, 
and Hartford. 

This is of vital importance to these communities and it is extremely urgent 
that there be no change in subsidies for local carriers. 

Full consideration of Mayor Tedesco’s communication will be appreciated. 

Sincerely yours, 
DONALD J. IRWIN. 
Member of Congress. 


OFFICE OF THE MAYOR, 
Bridgeport, Conn., February 19, 1960. 
Congressman DoNaLp J. IRwIN, 
House Office Building, Washington, D.C. 

Deak Don: It is our understanding that hearings are now in progress by the 
House Subcommittee on Independent Offices of the Appropriations Committee on 
CAB appropriations for fiscal 1961. The city of Bridgeport would like to call 
your attention to that portiton of the appropriations bill which concerns sub- 
sidies for local carriers. 

In December 1959, a decision was issued on the Northeastern States Area 
Investigation, Docket No. 6436 et al. In that decision, the city of Bridgeport 
as well as New Haven and New London were provided with local air service 
through certification of Allegheny Airlines to serve Bridgeport, New Haven, 
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and New London. Allegheny has advised us that they will definitely start 
service April 24, 1960. 

The favorable decision of the Civil Aeronautics Board which provides the 
above local service was, in our opinion, due in no small part to the vigorons 
support of Bridgeport and the other affected communities. Time-consuming 
and ‘costly preparation of exhibits and briefs by the city and other municipali- 
ties concerned certainly contributed toward the Board’s decision. 

Any change in subsidies for local carriers will have a drastic effect on the 
services rendered to the municipalities mentioned above as well as to the State 
as a whole. 

This is perhaps a rather late effort on our part but anything you can do to 
prevent curtailment of the local carrier subsidies would be most sincerely appre. 
ciated by the city of Bridgeport and the other municipalities whose time and 
effort in addition to our own contributed much toward securing the certification 
of the local airline service referred to above. 

Very truly yours, 
Sam TepEsco, Mayor. 


Howse OF REPRESENTATIVES, 
Washington, D.C., February 15, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
House Appropriations Committee, 
Washington, D.C. 


DeaR Mr. CHAIRMAN: I am taking this opportunity to bring to the attention 
of your subcommittee the air transportaion situation in Connecticut, as outlined 
in the enclosed letter from the director of the State department of aeronautics, 

May I add that the pending Allegheny Airlines service is of especially vita] 
importance to Bridgeport in the district which I represent. Although it is the 
second largest city in the State of Connecticut and a major manufacturing and 
trade center with a metropolitan population of over 600,000, Bridgeport long 
has been without adequate air service. 

American Airlines provides only one round trip daily five times a week. This 
carrier wants to discontinue its service, which is inadequate for the city and 
costly to the airline. Allegheny Airlines contemplates 12 daily flights every 
day of the week. 

It is my sincere hope that favorable consideration is given to the appropriation 
which would implement tentative plans for providing air service that is des- 
perately needed and justly deserved. 

Sincerely yours, 
DoNALp J. IRWIN, 
Member of Congress. 


(Note: The letter from H. B. Wetherell, Director of the Depart- 
ment of Aeronautics, Hartford, Conn., may be found on p. 1216.) 


LETTER FROM REPRESENTATIVE AL ULLMAN, OREGON 


Mr. Tuomas. We shall now insert a letter from Representative Al 
Ullman, of Oregon. 

(The letter follows :) 

HovUsE OF REPRESENTATIVES, 
Washington, D.C., February 4, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Appropriations Subcommittee on Independent offices, House of Rep- 
resentatives, Washington, D.C. 

Dear Mr. CHAIRMAN: I wish to express to you and the members of your sub 
committee my strong support for an adequate civil defense program and in 
particular for the funds requested under Public Law 85-606. 

Since the passage of this important measure in 1958, no funds have been 
available to carry out the purpose of the Congress as expressed in its enactment. 
In this session, the Office of Civil and Defense Mobilization is requesting a supple 
mental appropriation of $3 million for use under this program. In addition, 
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the budget requests $12 million for fiscal year 1961. These funds would allow 
the initiation of the projected program immediately and its orderly progress 
in the next fiscal year. I believe that these funds are the minimum necessary 
to carry out this program on a joint Federal-State basis as is desirable and 
as is provided for by the law. I hope that you gentlemen will give both re- 
quests your sympathetic consideration and I urge that you make these amounts 
available for this and the coming fiscal years. 
Sincerely yours, 
At ULLMAN, 
Member of Congress. 


LETTER FROM REPRESENTATIVE LEE METCALF, MONTANA 


Mr. Tuomas. The next letter for insertion is from Representative 
Lee Metcalf, of Montana. 

(The letter follows :) 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., January 25, 1960. 

Hon. CLARENCE CANNON, 
Chairman, House Committee on Appropriations, 
Washington, D.C, 


Deak Mr. CHAIRMAN: Although it does not appear as a line item, I am advised 
that $4,869,800 of Veterans’ Administration construction funds in the current 
budget is for construction of a replacement for the inadequate VA hospital at 
Fort Harrison, Mont. 

You will recall that the fiscal 1960 budget included funds for planning and 
technical services for this project. 

In 1958, Congressman Teague, chairman of the Committee on Veterans’ Affairs, 
visited Fort Harrison. He found facilities there to be “poor” and “obviously 
overcrowded.” He told a news conference: 

“T don’t know of any other place in the country that has temporary buildings 
for its administration quarters and part of the hospital that is not included 
in the rehabilitation program.” 

He also said: “There are too many beds in each ward.” 

From living for years within a few miles of this 28-year-old hospital, I know 
that it is inadequate to meet present-day needs. My files are full of additional 
evidence provided by officials of the American Legion, the Veterans of Foreign 
Wars, the Disabled American Veterans, and the Montana Veterans Welfare 
Commission. 

The Veterans’ Administration says this facility has 262 beds. Together with 
asmaller hospital at Miles City, Mont., has a total of 358 beds, or a ratio of 1 
bed for every 285 veterans. This compares with the national ratio of 186 
veterans per operating bed. 

But many of the beds at Fort Harrison are located in 18-year-old Army 
cantonment-type wooden buildings. These are of frame construction, at best 
difficult to heat in Montana’s winters, impossible to keep cool in the summers, and 
expensive to maintain. Because of the fire hazard, they are spread out over 
a considerable area, making operations relatively inefficient. 

At times during the winter, it is impossible to heat these temporary buildings. 
This cuts the hospital back to the permanent structure, which has a rated bed 
capacity of 132 beds. Capacity of the permanent building has been increased 
to 165 by putting extra beds in single rooms, hallways, stairwells, porches, 
solariums, and recreational space. At such times, the overflowing permanent 
structure at Fort Harrison plus the 100 beds at Miles City—500 miles away 
gives Montana’s almost 90,000 veterans an average of 1 bed for every 377 vet- 
erans—or about half the national average. Even with beds in every foot of 
available space it is often impossible for anyone except an emergency case to be 
admitted and many veterans have been turned away. 

Senator Murray, Senator Mansfield, and I, who have been working for years 
with representatives of veterans’ organizations on replacement of this hospital, 
hope you will approve this item which means so much to our veterans. 

Sincerely, 
Lee METCALF 


938225—60—pt. 2——_77 
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LETTER FROM REPRESENTATIVE FRED MARSHALL, MINN, 


Mr. Tuomas. The next letter is from our colleague, Representative 
Fred Marshall of Minnesota. 

(The letter follows :) 

HovusE OF REPRESENTATIVES, 
Washington, D.C., February 15, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, Committee on Appropriations, 
House of Representatives. 

DeaR Mr. CHAIRMAN: It is my understanding that the budget for the Veter. 
ans’ Administration includes funds for a chapel at the Veterans’ Administra- 
tion Hospital, St. Cloud, Minn. 

This hospital is located in my district and I am familiar with the need for 
adequate facilities for religious services. I know the subcommittee will give 
the request its usual fair consideration. 

With kindest personal regards, I am 

Sincerely yours, 
FRED MARSHALL, 


LETTER FROM REPRESENTATIVE DANIEL K,. INOUYE, HAWATI 


Mr. Tuomas. Next is a letter from Representative Daniel K. 
Inouye of Hawaii. 
(The letter follows:) 


HovusE OF REPRESENTATIVES, 
Washington, D.C., March 24, 1960. 
Congressman ALBERT THOMAS, 
Chairman, House Subcommittee Independent Office, House of Representatives, 
Washington, D.C. 


DeaR Mr. CHAIRMAN: I am informed that budget matters relative to the Na- 
tional Science Foundation’s fiscal 1961 budget is currently under consideration 
by your committee. Included within the Foundation’s budget is an item for 
the planning and site development of a Geophysical Institute in the State of 
Hawaii in the sum of $300,000. 

The establishment of a Geophysics Institute in Hawaii will play an impor- 
tant role in East-West scientific relations in research and educational exchange 
and in the strong development of the new State of Hawaii's natural resources. 
Above all, Hawaii’s geographic location can and will be of unique scientific 
usefulness to our Nation and the world. 

In view of the Foundation’s very favorable report in support of the establish- 
ment of said Institute in Hawaii, and being personally acquainted with the 
sentiments of my constituents endorsing said Institute, I humbly request that 
every effort be made to retain this item in the Foundation’s budget. Your per- 
sonal attention in this respect will be deeply appreciated. 

With all best wishes, I am 

Sincerely, 
DANIEL K, INOUYE, 
Vember of Congress. 


LETTER FROM MR. ANDREW GAHAGAN 


Mr. Tuomas. We now have a letter from Mr. Andrew Gahagan, 
which shall be inserted in the record at this point. 

(The letter follows :) 

New York, N.Y., March 3, 1960. 

Hon. ALBERT THOMAS, 
House of Representatives, 
Washington, D.C. 

Dear Mr. THomMAsS: The manufacture of tungsten carbide from tungsten ore 
concentrates should not be done because: 

(1) The tungsten ores in the Government stockpile are stable and will not 
deteriorate. In fact, some of these ores have undoubtedly been exposed to the 
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elements for many hundreds of years before being mined and placed in stockpiles. 

On the other hand, tungsten carbide, which the GSA proposes to have manu- 
factured, can deteriorate—go back to tungsten oxide. The GSA recognizes this’ 
fact in their specifications for packing tungsten carbide, which reads, in part, 

WSs: 

i polyethelene bag shall be carefully inserted in the drum (steel) and 
after filling with enough tungsten carbide powder to completely fill the drum, the 
top of the bag shall be folded over the contents and heat sealed. While the bag 
is being filled, the powder shall be treated with carbon dioxide, argon, or similar 
inert gas for the purpose of minimizing oxidization during long-term storage. 
All drums shall be in perfect condition, carefully handled to prevent denting 
or other damage, etc.” ; 

(2) The stockpiling of tungsten carbide in a given form and specification, as 
proposed by GSA, decreases the flexibility and scope of the future uses for the 
tungsten so processed. For example, the Kennametal Co. would not recommend 
such tungsten carbide for the manufacture of armor-piercing antitank shot. 

(3) At all times, there is a substantial industrial stock of tungsten carbide 
held by companies in the industry. In a time of emergency, this stock could 
pe diverted to the most important and urgent applications, if such need should 
arise. This “float” is constantly changing, is fresh material, and tailor made 
at any point of time for efficient use of the technology then current in the indus- 

y: 

4) There is large capacity for converting tungsten ores into tungsten carbide, 
or tungsten metal, in the United States, and methods are constantly being 
changed, improved, and cheapened. 
Sincerely, 
ANDREW GAHAGAN. 


STATEMENT OF THE ASSOCIATION OF MAXIMUM SERVICE 
TELECASTERS, INC. 


Mr. Tuomas. Next shall be inserted a statement from the Associa- 
tion of Maximum Service Telecasters, Inc. 
(The statement follows:) 


STATEMENT OF THE ASSOCIATION OF MAXIMUM SERVICE TELECASTERS, INC. 


Included in the President’s budget for fiscal year 1961 is a request for an 
appropriation of $2,250,000 to enable the Federal Communications Commission 
to make a study of ultrahigh frequency (UHF) television transmission and 
reception. According to the Commission, this study is “intended to develop 
technical information essential to the resolution of the television channel allo- 
cation problem,” and would involve (1) the use of “improved transmission teeh- 
niques” on UHF frequencies, (2) the research, development, and production of 
“optimum performance receivers” for UHF frequencies, and (3) “extensive field 
observations and measurements” in the New York City metropolitan area and 
surrounding areas of “the practical demonstration, transmission, and reception 
of programs” on UHF frequencies. (See H.R. Doc. No. 255, pt. I, 86th Cong., 
2d sess., at pp. M-43, 146; Summary Statement of Federal Communications 
Commission's Budget Justification at p. 15.) 

The Association of Maximum Service Telecasters, Inc. (MST), an organization 
of about 135 television stations located throughout the country, is vitally inter- 
ested in the improvement and expansion of television service in the public inter- 
est. Since its inception, MST has endeavored to secure essential technical data 
on which sound engineering principles for television broadcasting could be based. 
In addition to making independent technical studies, MST played a leading role 
in the Television Allocations Study Organization (TASO) which collected and 
provided the Federal Communications Commission, at its request, with valuable 
and comprehensive technical data concerning numerous very important aspects 
of television broadcasting. 

In view of MST’s deep interest in obtaining complete and reliable technical 
data for all aspects of television broadcasting, MST vigorously supports the 
President’s request for an appropriation of $2,250,000 to permit the Federal 
Communications Commission to conduct its proposed study of UHF television 
transmission and reception, provided there is opportunity for participation in 
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the study by television broadcasters and other interested industry representatives, 

Need for the study.—Although the recent TASO studies have been a tremendoys 
eontribution to the fund of reliable technical data for television broadcasting, 
the TASO studies were not able, for financial as well as antitrust reasons, to 
provide full technical data on all aspects of television broadcasting. Propogals 
are being seriously advanced that in the future, television broadcasting in the 
United States should operate exclusively or substantially on UHF frequencies 
(channels 14-83) and that the present very high frequencies (VHF) (channels 
2-13), which now provide the great bulk of television service to the American 
public, be eliminated, either wholly or in part, from television service. Sueh a 
move would result in a vast upheaval of existing service and would cost both 
the American public and the broadcasters huge sums of money. It is thus eg 
sential that complete and reliable technical data bearing directly on the ability 
of UHF frequencies to provide high technical quality television service to urbap 
areas, especially large metropolitan areas, be obtained and evaluated before it 
could be determined that UHF frequencies are capable of providing a nation. 
wide television service to the public. The data which would be expected to 
result from the study of UHF television which the Federal Communications 
Commission proposes to conduct in the New York City metropolitan area would 
deal directly with this question. 

Need for industry participation in the study—The Commission proposes that 
the UHF study be performed by industrial contractors “who are not parties in 
interest in the television allocations problem,” and that measurements and ob- 
servations be made by “disinterested but competent organizations.”’ All work 
would be under the “close supervision” of the Commission’s staff. 

MST does not object to the study’s proceeding on such a basis as long as 
television broadcasters and other interested industry representatives are af- 
forded opportunity to participate in the study. The purpose of industry's par. 
ticipation would not be to “take over” or to conduct the study. Rather, such 
participation would be with a view toward providing the Commission, the Com- 
mission’s staff, and the Commission’s contractors with the benefit of industry's 
accumulated knowledge and experience in this field, as well as to assure (1) that 
a complete study is made with all potential problem areas thoroughly studied and 
evaluated; and (2) that the techniques used in the study are adequate to ac- 
cumulate complete, accurate, and reliable data. 


LETTERS FROM CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Tuomas. We have a letter from the Chamber of Commerce of 
the United States relating to the activities of the Transportation and 
Public Utilities Division of GSA. We shall insert it in the record at 
this point. 

(The letter follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., March 18, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, 
U. 8. Capitol, Washington, D.C. 


Dear Mr. Tuomas: The Chamber of Commerce of the United States believes 
that certain activities of the transportation and public utilities division of the 
General Services Administration before Federal and State regulatory agencies, 
overlap and duplicate the agencies’ activities, and therefore the budget request 
for 1961 should be reduced. 

For fiscal year 1961, GSA seeks $2,400,000 for its transportation and public 
utility service. This is a 20 percent increase over the $2 million allowed by Con- 
gress for 1960. Since 1957, when Congress granted $1,251,000, the amount for 
this purpose has nearly doubled. 

The chamber recommends that the 1961 request be reduced by $1,090,000. 
This would restrict such activities to the 1957 level, which is the time the acceler- 
ated activity began. For instance, in the annual report for GSA for 1957 the 
statement is made that: 

“For fiscal year 1958, program objectives have been designed to increase 
and accelerate the provision of transportation and public utilities assistance and 
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services * * * by continued emphasis on GSA statutory duty for increased 
effective representation before State and Federal regulatory bodies in regard 
to freight rates and allied matters affecting Government traffic * * * and by 
aggressive emphasis of GSA statutory responsibility for increased representa- 
tion before regulatory bodies in regard to electric, gas, steam, water, and tele- 
phone and telegraph matters, affecting the Government as a user or consumer of 
utility services.” 

It was during 1958 that GSA requested and received added appropriations 
specifically earmarked for intervention in telephone and telegraph proceedings 
pefore the Federal Communications Commission. These proceedings are awaiting 
decision but the present budget request does not anticipate any corresponding 
reduction in proposed activities. 

The reduction recommended would affect the three major subdivisions of the 
Transportation and public utilities section as follows: 


} 
| Recom- 
1957 | 1961 mended re- 
duction 
sensei ann s a _ eee amaaiees aioe ete 
; } 
Transportation services ba See Ad, $909,000 | $1, 656, 000 $747, 000 
Public utilities management se ime - 61, 000 | 228, 000 167, 000 
Administrative operations - - ; ; ‘ 204, 000 | 380, 000 176, 000 
Total recommended reduction- : Fees at 1, 090, G00 


pa E ware 


Since 1957, GSA, through its Transportation and Public Utilities Service, has 
participated in cases involving carriers and utilities on an increased scale before 
the Interstate Commerce Commission, the Federal Communications Commission, 
the Civil Aeronautics Board, and many State regulatory commissions. The very 
nature of their participation duplicates to a substantial extent the purpose of, 
and functions performed by, the regulatory agencies responsible for insuring 
the establishment of fair and reasonable rates to the public. 

This GSA activity stems from the law which created the agency, charging it 
with the following responsibility : 

“With respect to transportation and other public utility services for the use 
of executive agencies, represent such agencies in negotiations with carriers and 
other public utilities and in proceedings involving carriers or other public 
utilities before Federal and State regulatory bodies.” [Federal Property and 
Administration Services Act, 1949, 201(a), 40 U.S.C. 481(a).] 

A logical construction of this law would seem to be that GSA would function 
much as an industrial traffic manager in industry and participate in these pro- 
ceedings to protect the interests of the Government as a user of these services. 
In actual practice, however, GSA has presumed to act as judge and jury over 
fundamental policy questions which historically have rested with the regulatory 
agency conducting the hearing. The GSA representatives have gone deeply 
into such questions as proper rates of return, the cost of capital to the utility, 
the reasonableness of company retirement programs, and other issues far 
removed from the question of whether the Government is being discriminated 
against as a user of these services. 

In many hearings before duly authorized regulatory commissions concerning 
matters such as these which are vital to carriers or utility companies, the repre- 
sentatives of GSA appear in opposition to the proposed action. These inter- 
ventions by GSA raise a very valid question as to which agency of Government 
is vested with the responsibility of protecting the public interest. 

Activities of this nature by GSA not only result in the individual carrier or 
public utility company being subjected to repeated requests for technical data, 
much of which is extremely comprehensive, detailed, and laborious to assemble, 
but the exhibits that are prepared by GSA, itself, largely duplicate the work of 
the regulatory agency hearing the case. 

Fully to remedy this situation may ultimately require modification of the 
basic law which authorized GSA participation in these proceedings. Mean- 
while, however, the appropriation requested in the 1961 fiscal budget by the 
Transportation and Public Utilities Service of GSA should be cut back 
$1,090,000. 

In view of an increase in the cost of overall Federal Government for the 

period 1957 through 1961 of about 15 percent, we recognize that the activities 
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of this section which we do not oppose have undoubtedly increased also. There. 
fore, we would not object to an allowance being made to cover such an increage 
I would appreciate it if you would make this letter a part of the record og 
your current hearings. 
Cordially yours, 
CLARENCE R. Migs, 


Mr. Tuomas. The next letter for the record was also submitted by 
the Chamber of Commerce of the United States, in which they 
recommend reduction in certain areas of our bill. ; 

(The letter follows :) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., March 18, 1960. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, House Appropriations Committee. 
Washington, D.C. 


Dear Mr. THoMAS: The Chamber of Commerce of the United States supports 
the overall objectives of the President’s budget for fiscal year 1961. The goal of 
achieving a substantial surplus in order to reduce the public debt merits the 
support of all citizens. However, the $79.4 billion in new spending authority 
requested in the 1961 budget represents an extremely high level of Government 
spending and the national chamber strongly urges that this amount be selectively 
reduced. / 

The recommendations which follow relate to items in the independent offices 
category, exclusive of the General Services Administration which is treated in 
a separate statement. These recommendations have been developed as a part 
of the national chamber’s comprehensive analysis of the President's budget 
for fiscal year 1961, and would permit a reduction in the budget requests for 
independent offices, listed below, of $460,686,000. 


[In thousands] 


Budget Recom- 
request mended 
reduction 


Civil Aeronautics Board: Payments to air carriers... ___- : | $71, 640 $5, 232 
Federa) Aviation Agency: Expenses.___...- ee Jeary 7 axte Tae 383, 000 500 
Housing and Home Finance Agency: 

Office of the Administrator: 


Salaries and expenses___...-- itete cba 10, 637 | 500 
Public facility loans__...-- — - nll 20, 000 20, 000 
Public works planning: reserve of planned public works 7, 000 7, 000 
Federal National Mortgage Association: Special assistance functions 
fund_.__- De . . i — ‘ | 150, 000 | 150, 000 
Public Housing Administration: Low rent public housing program; 
administrative expenses : ‘ 13, 200 | 350 
Interstate Commerce Commission: Salaries and expenses... 20, 500 250 
National Science Foundation: Salaries and expenses : () 
Office of Civil and Defense Mobilization__._- / ‘ ; 76, 350 350 
Renegotiation Board: Salaries and expenses : a 2, 870 2, 871 
Selective Service System: Salaries and expenses ty ; 32, 950 3, 682 
Veterans’ Administration: 
OE eae tl ia a 817, 021 24, 042 
Compensation and pensions. 3, 840, 000 210, 00 
Construction of hospital and domiciliary facilities __- Gabi : 75, 000 35, 000 
a beibbelearanitdm bias 5, 520, 168 460, (86 


1 Spending limitation. 


The following reasons are offered in explanation of the chamber’s recommen#da- 
tions: 
CIVIL AERONAUTICS BOARD 





Payments to air carriers.—This account has been increasing steadily, although 
all trunk and international airlines except one are no longer receiving subsidy. 
The request of $71.6 million for 1961 represents an increase of nearly 100 percent 
over fiscal year 1958. The principal subsidies are paid to local service airlines 
and helicopter services. Stricter administration by the Civil Aeronautics Board 


would prevent many uneconomic route extensions in service. This would elim: 
inate the need for subsidy when the extension of service turns out to be unprofit- | 
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able. Further, to halt the growth of subsidy payments would provide a starting 
point for their reduction. It is recommended, therefore, that the budget request 
for 1961 be reduced by $5,232,000. 


FEDERAL AVIATION AGENCY 


Bapenses.—The Federal Aviation Agency is asking for approximately $500,000 
more for 1961 than was appropriated for 1960 for “Administration of airport 
program,” and represents a continuing upward trend in this program. Since 
airport grants under the program are to remain at $63 million in fiscal year 1961, 
there is no apparent reason for increasing the administrative costs of the pro- 
gram by nearly 10 percent. It is, therefore, recommended that the request for 
this item be reduced by $500,000. 


HOUSING AND HOME FINANCE AGENCY 


Office of the Administrator—Salaries and expenses—It is recommended that 
the budget request for this item be reduced by $500,000. The proposed large 
increase in personnel and the substantial increase in estimated travel costs are 
unwarranted. 

Public facility loans.—Elimination of the $20 million requested as new obliga- 
tional authority is recommended. This proposal involves the use of public debt 
transactions to finance Federal programs. Such a method of “back-door” spend- 
ing avoids the normal and essential fiscal controls of the Congress. Secondly, 
the purpose of the request is to make up a deficit in this revolving fund by 
authorizing additional Federal funds while the agency maintains a substantial 
portfolio of presumably marketable paper. It is recommended that the entire 
amount of $20 million be denied and the impairment of the revolving fund be 
remedied by selling out of the portfolio. 

Public works program: Reserve of planned public works.—The entire request 
of $7 million should be denied. To advance interest-free planning funds and 
write off advances for plans that do not eventuate as projects is poor fiscal man- 
agement. It is not sound practice for the Federal Government to advance inter- 
est-free funds it must borrow at the going interest rate. The provision that 
planning advances need not be repaid unless projects are actually undertaken 
is a further example of unsound practice. Its practical effect would be to 
provide a certain attraction to not undertaking planned projects. 

Federal National Mortgage Association—Special assistance functions fund.— 
It is recommended that the entire request of $150 million be denied. The pro- 
posed method of financing the program by means of spending from public debt 
receipts is another instance of “back-door” spending which circumvents congres- 
sional fiscal controls. Further, the funds would be used to acquire mortgage 
paper of possibly doubtful quality. 

The construction industry in general is looking forward to a record year. A 
program of this sort is not only unnecessary to bolster this segment of the 
economy, but undesirable in that it would have an inflationary effect. 

Public Housing Administration—Low rent public housing program; adminis- 
trative erpenses.—A reduction of $350,000 is recommended in this account. In 
recent years an increase of 40,000 housing units required an increase of about 25 
inpersonnel. With an increase of 20,000 units in prospect, the requested increase 
of 57 man-years is unwarranted. 





INTERSTATE COMMERCE COM MISSION 


Salaries and expenses.—The locomotive inspection activity was originally 
created to inspect the accident-prone steam locomotives which were in common 
use on railroads for many years. However, in recent years the steam locomotive 
has been largely replaced by the diesel which is considerably less hazardous. 
Being safer, it follows that diesels do not require the same intensity of inspection 
as did their steam counterparts. Consequently, a reduction of $250,000 is recom- 
mended which would still permit a fully adequate level of operations. 


NATIONAL SCIENCE FOUNDATION 


Salaries and expenses.—Although no reduction in new obligational authority 
is recommended, a limitation on the amount available for supplementary training 
for secondary school science and mathematics teachers is proposed. It is recom- 
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mended that the amount of $30,250,000 which is proposed in the 1961 budget 
as a minimum for the program be considered the maximum amount available 
The recent history of the program indicates that the recommended maximum of 
$30,250,000 would be adequate to meet the needs of the program. 


OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


The proposed increased in personnel is not essential and the 1961 budget re. 
quest should be reduced by $350,000. A realistic civil defense program is yet to 
be devised, and the mere addition of personnel is no guarantee that the desired 
result will be obtained. On the contrary, to increase the staff before a meaning. 
ful civil defense plan has been devised is not sound management practice. 


RENEGOTIATION BOARD 


Salaries and expenses.—The entire 1961 budget request of $2,870,000 should be 
disallowed. Renegotiation, which is simply a tax without a rate, is unnecessary 
in a peacetime economy. Even in periods of national emergency, it should not be 
employed except, perhaps, in cases of procurement of unusual material where 
costs are not known and competitive conditions do not exist. 


SELECTIVE SERVICE SYSTEM 


Salaries and exrpenses.—The 1961 budget proposes an increase of 649 man-years 
of personal services. Since the draft is scheduled to remain at the same level 
in 1961 as in 1960, the increase in personnel is unjustified and it is recommended 
that the 1961 budget request be reduced by $3,692,000. 


VETERANS’ ADMINISTRATION 


Inpatient care-—The number of patients with service-connected disabilities 
being treated in Veterans’ Administration hospitals is decreasing. In view of this, 
expanding the program of inpatient care for 1961 is obviously for the treatment 
of a greater number of veterans who became ill or disabled after they left 
military service. Accordingly, the 1961 budget request should be reduced by 
$24,942,000 and the program of treating non-service-connected hosiptal cases not 
be allowed to expand, 

Compensation and pensions.—A reduction of $210 million is recommended. 
This reduction reflects the best estimate of the savings obtainable through the 
establishment of a true test of need and the abolishment of the “grandfather's” 
clause in veterans pension legislation. Pensions which are based on non-service- 
connected disability for veterans not in need should be avoided so that our na- 
tional resources are not dissipated. 

Construction of hospital and domiciliary facilities.—The 1961 budget request 
contemplates construction of three hospitals. One would replace existing facili- 
ties, but the other two would be additions to the Veterans’ Administration hospi- 
tal system. Inasmuch as the basic purpose of this hospital program is the treat- 
ment of veterans who were injured during their military service, and this patient 
load is declining, there is no sound reason for the construction of the two addi- 
tional hospitals. Accordingly, it is recommended that the budget request for 
1961 be reduced by $35 million. 

I would appreciate it if you would make this letter a part of the record of the 
hearings on the appropriation bill for independent offices. 

Cordially yours, 
C. R. MILEs, 
Manager, Legislative Department, 


LETTER FROM THE AMERICAN HOSPITAL ASSOCIATION 


Mr. Tuomas. Next is a letter from the American Hospital Asso- 
ciation regarding housing for the elderly. 
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(The letter follows:) 


AMERICAN HOSPITAL ASSOCIATION, 
WASHINGTON SERVICE BUREAU, 
Washington, D.C., January 28, 1960. 
Hon. ALBERT THOMAS, 
House of Representatives, 
Washington, D.C. 


Dear CONGRESSMAN THOMAS: Adequate housing comprises one of the major 
problems facing the older citizens of this Nation. For this reason the Ameri- 
ean Hospital Association vigorously supported in the 1st session of the 86th 
Congress title II, “Housing for the elderly’’—of 8. 2654 which subsequently be- 
eame Public Law 86-372, the Housing Act of 1959. 

This title established a new program to provide housing needed by elderly 
persons. It authorized the Housing and Home Finance Administrator to 
make low interest loans on liberal terms to nonprofit corporations to build rental 
housing and related facilities for elderly persons. 

This program is also important because of the relationship it bears to the 
health needs of the aged. Shortages of good housing have caused many of them 
to be more expensively housed in custodial and nursing home facilities even 
though they may not have had need for health services at the time. Because 
this law makes possible the inclusion of infirmary and other health facilities 
within this program of housing for elderly persons it provides an economic 
means of meeting a most pressing and serious problem of old age. 

While this program would not build health facilities it would enable the 
health field to relate the provision of health services needed by elderly persons 
to their housing needs. It should also reduce the admission of many elderly 
persons to certain health facilities when they are not in need of such care. 

We have every reason to believe that many communities in this land would 
be most anxious to see the kind of housing called for in this law built in close 
proximity to their local community hospitals. Such a development would 
clearly be in the best interest of helping to meet the health needs of the aged. 

Unfortunately, last year Congress did not appropraite the funds necessary 
to carry out the direct loan features of this program. The American Hospital 
Association, therefore, earnestly commends to your attention the tremendous 
need that aged persons have for a program of this kind and respectfully urges 
you to develop within your subcommittee the necessary legislation to appro- 
priate funds to provide an initial start for this vital program. We would 
urge you to appropriate the full amount of $50 million authorized by Public 
Law 86-372. 

Sincerely yours. 
KENNETH WILLIAMSON, 
Associate Director, American Hospital Association. 


STATEMENT OF NATIONAL ASSOCIATION OF STATE AND TERRITORIAL CIVIL 
DEFENSE DIRECTORS 


Mr. Tuomas. We shall now insert in the record a statement from 
the National Association of State and Territorial Civil Defense 
Directors. 

(The statement follows :) 


STATEMENT OF THE NATIONAL ASSOCIATION OF STATE AND TERRITORIAL CIVIL 
DEFENSE Directors, MARCH 18, 1960 


This association is composed of the civil defense directors of all 50 States, the 
Commonwealth of Puerto Rico, the District of Columbia, Guam, the Virgin 
Islands, and the Canal Zone. We represent the Governors and other chief ex- 
ecutives of those jurisdictions on civil defense matters. One function of the 
association is to form a means of expressing our collective views to appropriate 
authorities. It has no paid staff or professional representative, the work being 
conducted voluntarily by the members. Considerable experience in public sery- 
ice and civil defense is represented since many members have served in their 


present office since the early 1950’s and a very large number have served at least 
5 years. 
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The appropriations available to OCDM are of importance to us as directly af. 
fecting our ability to carry out our official responsibilities as stated in State anq 
Federal laws and plans. We also represent the principal liaison between the 
Federal Government and the political subdivisions on civil defense matters. 

While this statement is directed specifically to the OCDM budget item of $1y 
million for contributions ot admiinstrative (and other) expenses, we also wish 
to express a general endorsement of the principles and policies of the overajj 
budget request of OCDM. 

The need for and use of the administrative contributions is difficult to explain 
without going into a detailed job specification for each civil defense official ang 
employee of State and local government. However, if we assume that the Cop. 
gress really intends a nationwide civil defense program as called for in the exist- 
ing Federal Civil Defense Act, the State laws, and the national plan for ciyjj 
defense and defense mobilization, a few figures on a nationwide basis may suffi- 
ciently indicate the answer in general. 

The latest personnel figures are contained in OCDM’s Annual Statistical Re- 
port for Fiscal Year 1959. We cite a table from page 19. 


Personnel assigned to civil defense in State and local governments, by type of government, 
June 30, 1959 


| 
| Number of persons assigned to civil defense 


. _ Ss 
j 


| 
Government employees 
Type of government 























ae hel Se Others with 
Total cD 
Full-time cD | emergency 
CD work emergency assignments 
| | assignments ! 
= beside baled declare teliaied 
id dentine tees imedteiccenmeaset 3, 361, 557 3, 457 1, 035, 760 | 2, 322, 

Diener seninsamenstcinennil aspen ntysiassisea 
State governments..................-.....-.--- 306, 319 | 1, 045 | 92, 150 213, 124 
no cc cetintieet 3, 055, 238 2, 412 943, 610 2, 109, 216 
Municipalities. ..........-...........-...-. | 2. 012, 909 | 1, 502 | 610,682 | 1, 400, 75 
Over 250,000 population................ 813, 849 753 | 299, 519 | 513, 577 
25,000 to 250,000 population...........__| 547, 628 600 | 156, 171 390, 857 
Under 25,000 population - .___- EU 651, 432 | 149 | 154, 992 496, 291 
SIE seek haccnormatitben=ciietinss 1, 042, 329 | 910 | 332, 928 708, 491 
Over 250,000 population...............- 267, 120 | 378 65, 2 201, 485 
Under 250,000 population - ..........._| 775, 209 532 267, 671 507, 006 


| 


1 Some of these employees are doing part-time civil defense work. 


This table shows (for 47 States, 323 larger municipalities and a sampling of 
smaller units of local government) that 3,457 full-time persons are responsible 
for all of the planning, organization, administration, and training required for 
the 3,361,557 persons “assigned to civil defense” of whom 1,035,760 are Govern- 
ment employees. 

Since the immediate goal of civil defense is to complete “civil defense emer- 
gency assignments” for the 6,088,000 State and local government employees (latest 
census figure) the existing and future workload for civil defense executive, 
administrative, and clerical personnel becomes apparent without even taking 
into consideration the additional millions of persons who as members of non- 
governmental organizations or just plain citizens expect to be told what to do, 
when, how, and why by the full-time personnel of civil defense at the State 
and local level. 

It should be remembered that the civil defense director at each level of gov- 
ernment is the direct representative, by State law or plan, of his chief executive. 
The civil defense staff, whether it be a part of some other governmental depart- 
ment or “independent” has the ultimate responsibility for assuring knowledge 
of what is expected of governmental agencies and the public in the event of 
warning of attack and after the attack. Much can be and has been done by 
and through other governmental agencies, but no program as vast and complex 
and new as this one can become anything but a “paper plan” if its leadership 
is almost entirely volunteer citizens or if conducted as a sideline by govern- 
mental agencies with other day-to-day responsibilities. 
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Today, the 1,259 full-time civil defense “administrators,” supported by 1,018 
clerical personnel (see table, p. 20, OCDM report referred to above) are charged 
with administering statewide and locally two substantial programs authorized 
by Congress and supported with Federal funds. We refer to the equipment 
contributions and surplus property programs, the value of which in terms of 
Federal dollars can be cited as $16,941,132 and $47,925,821 respectively for 
fiscal year 1959 alone to say nothing of other millions of dollars that have gone 
into these programs on accumulative basis. Even accounting for the care and 
maintenance of the vast amount of equipment and supplies represented by these 
funds to say nothing of preparing and keeping up to date the plans and organi- 
zation that will assure the maximum effective use of them in event of a war- 
caused disaster, presents a pretty imposing administrative and executive work- 
Joad just to see that the intent of the Congress is carried out in these programs. 

In order to assure the best possible use of the Federal tax dollar and the 
State and local contributions, these administrators have additional responsibili- 
ties placed upon them for a multitude of other projects with which this com- 
mittee must be familiar—we just mention the civil defense emergency hospitals, 
the warning systems, the shelter programs, the radiological detection instru- 
ments, etc. We should not forget the myriad of responsibilities falling upon 
State and local authorities from the defense mobilization aspects that are be- 
coming increasingly emphasized nationally. 

Even if we assume that all that needs to be done for civil defense preparedness 
is to persuade the American public to provide at individual expense “adequate 
fallout shelter,” it seems hardly logical to expect that really much will become 
accomplished in the near future with only 3,457 State and local civil defense 
personnel at work persuading, interpreting, encouraging, approving, etc., that 
program throughout the 50 States, 3,047 counties, and 34,381 municipalities, 
towns, and townships of this Nation. The figure of 3,457 full-time persons as of 
June 30, 1959, we are advised, has been reduced since that time by a later survey 
to about 2,400. We believe that this emphasizes the point that has been re- 
peatedly made before the Congress that State and local efforts in civil defense 
have been and will continue to slacken in some areas of the country as a follow- 
up to the failure of Congress to provide funds to implement Public Law 85-606. 
The Congress knows much better than we State officials the urgency in point 
of time, but the inconsistency between sincere requests for stepped-up military 
defense including 24-hour alert of SAC bombers and slowing down or deterring 
civil defense seems incomprehensible to us. The small number of civil defense 
personnel employed for civil defense work in relation to the large number of 
political jurisdictions in the Nation is apparent. The need for civil defense 
full-time employees will never be too great, and should never be, for a part of 
Government that is charged with the responsibility of preparing the balance 
of Government to stand by for a future emergency. However, at present the vast 
divergence of staff capability among the various State and political subdivisions 
shows that we do not have a truly national effort as required to cope with the 
probable effects of modern warfare. The minimal national policy and plan for 
fallout shelters, which does not call for any substantial outlay of governmental 
capital funds, cannot be expected to accomplish much in the actual reduction 
of our current vulnerability if the Federal Government again declines to con- 
tribute $12 million annually to hold together the necessary State and local 
administrative effort. 

If civil defense is actually to be a joint responsibility of the three levels of 
government, the Federal Government can no longer expect the State and local 
governments to carry 100 percent of the administrative load for a program that 
isa part of national defense. While neither Congress nor the executive branch 
has ever exactly defined the percentage differences of a three-way joint responsi- 
bility it clearly should be no less than 50 percent on the part of the Federal 
Government since the Constitution assumes that the Federal Government has 
the responsibility for the common defense. 

It has been stated that the basic intent of Public Law 85-606 was to double the 
civil defense effort of the Nation. If that results in doubling the existing 
force of full-time civil defense persons of 2,400 or even of the 3,457 employed 
as of last June, it could hardly be stated that they will be failing into sinecure 
positions with nothing to do and no responsibilities. They will be accountable 
to OCDM in meeting national standards of achievement, but even more important 
they will be directly responsible to their chief executives upon whom the direct 
responsibility rests for the lives and safety of the citizens. The State and local 
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budgets for civil defense have not been easily established nor will State anq 
local legislative bodies approve unsound programs in the future even though 
their share would be 50 percent if funds are appropriated for Public: Law 
85-606. If there is any way to increase more economically the civil defense 
effort of the Nation than by 50 percent Federal contribution to the necessary 
State and local expenditures for all civil defense purpose, no congressional or 
other study group that we know of has suggested it. 

The record is replete with evidence that State and local governments, both the 
legislative and executive branches are getting sick and tired of carrying an undye 
burden of the total civil defense effort without appropriate Federal financial] 
assistance. If the local progress that has been made, as small as it may seem 
in light of the ultimate goals, is allowed to lose its momentum, the full burden 
of and for civil defense will fall upon the Federal Government. A federally 
financed program would be infinitely more expensive and less efficient than the 
program envisaged by Public Law 85-606. If Congress repudiates the partner. 
ship established in Public Law 85-606 certainly the State and local governments 
would be well advised to follow suit. 

Since the Joint Committee on Atomic Energy of the Congress has recently 
stated that “civil defense preparedness could reduce the fatalities of the assumed 
attack on the United States from approximately 25 percent of the population to 
about 3 percent,” we assume that to try to save those 45 million lives is worth 
trying out the idea of having the Federal Government contribute on a 50-50 
basis about $12 million annually to the State and local civil defense administra- 
tive costs. Many people in positions of responsibility have indicated that that 
expenditure might lead to the degree of civil defense preparedness deemed 
essential: nobody has offered a more economical alternative, unless it has been 
to stop entirely the civil defense efforts of civil government. If the effort of 
civil government is to be abandoned, it should be clearly a matter of national 
policy indicated by revocation of the present Federal Civil Defense Act and by 
repudiation of the present national civil defense plan. 

We are very appreciative of the opportunity afforded us to submit this state 
ment for the subcommittee’s consideration. In case further details are desired 
as to the need for and services to be performed with the funds requested, we 
refer the members to the statement filed June 5, 1959 (pp. 5-9), by this assoeia- 
tion with the Senate Committee on Appropriations. The undersigned or any 
State civil defense director stands ready to supply a reply to any more specific 
questions that individual members may have. 

As the representative of our respective Governors and other chief executives, 
the members of this association unanimously urge the committee to report 
favorably on the OCDM budget request item of $12 million intended to imple 
ment the provisions of Public Law 85-606. 
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